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Edison Electric
INSTITUTE

About EEl

Our Mission

The Edison Electric Institute (EEI) is the association that represents all U.S. investor-owned
electric companies. Our members provide safe, reliable electricity for nearly 250 million
Americans, and operate in all 50 states and the District of Columbia. As a whole, the
electric power industry supports more than /7 million jobs in communities across the
United States. In addition to our U.S. members, EEI has more than 70 international electric
companies as International Members, and hundreds of industry suppliers and related

organizations as Associate Members.

Organized in 1933, EEl provides public policy leadership, strategic business intelligence,
and essential conferences and forumes.

Our Vision

EEI will be the best trade association.

We will be the best because we are committed to knowing our members and their needs.
We will provide leadership and deliver services that consistently meet or exceed their

expectations.

We will be the best because we will attract and retain employees who have the ambition
to serve and will empower them to work effectively as individuals and in teams.


https://www.eei.org/
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Above all, we will be the best trade association because, in the tradition of Thomas

Edison, we will make a significant and positive contribution to the long-term success of
the electric power industry in its vital mission to provide electricity to foster economic
progress and improve the quality of life.

Commitment to Transparency for Funding
and Activities

EEI's member companies are among the most regulated companies in the country, and EEI
engages on their behalf with federal and state legislators, regulators, and other
policymakers through lobbying, advocacy, and regulatory proceedings, with the goal of
providing customers affordable, reliable, and resilient clean energy.

In addition to the detailed disclosures required by federal law, EEl voluntarily produces an
annual Lobbying, Advocacy, and Other Expenditures report that outlines our funding and
activities and is responsive to the information needs of our member companies and their
regulators.

Read the 2025 | obbying, Advocacy, and Other Expenditures report.

Location

EEl is conveniently located at the corner of 7th Street and Pennsylvania Avenue in NW
Washington, D.C. We are located in the heart of Penn Quarter, only five blocks from the
U.S. Capitol Building.

BY METRO BY CAR EEl TRAVEL DISCOUNTS
PROGRAM


https://www.eei.org/-/media/Project/EEI/Documents/About/Lobby_Disclosure.pdf?la=en&hash=6D643CB7A4CCC511F57DA7BEC97478EF28630484

Visitors are encouraged to
use Metro—D.C.'s subway
system—to reach EEl The
Archives-Navy Memorial-
Penn Quarter stop on
Metro's Yellow and Green
Lines is located directly in
front of the EEI building.

MORE INFORMATION

Contact Us

Parking in EEl's building is
approximately S30 per day.
EV charging is available.

GET DIRECTIONS
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Several Washington, D.C.,

area hotels offer discounted
guest room rates to
representatives and staff of
EEl member companies,
international affiliates, and
associates.

TRAVEL DISCOUNTS

If you need more information on a specific issue or are unable to find what you are looking

for, please contact us.

GENERAL INQUIRIES

Web site comments and
questions
feedback@eei.org

EEl MEMBERS

Associate Membership
associates@eei.org

International
Membership
international@eei.org

U.S. Shareholder-
Owned Electric
Companies

members@eei.org

OTHER INQUIRIES

Daily Energy News
EElonline@eei.org

Electric Perspectives
EP@eei.org

Energy Talk
EnergyTalk@eei.org

Issue Communities

engage@eei.org

Publications/All Other
Subscriptions
EEIOrders@eei.org



https://www.wmata.com/
https://www.google.com/maps?q=701+Pennsylvania+Ave+NW,+Washington,+DC&spn=0.027710,0.029979&hl=en
https://www.eei.org/Meetings/travel-discounts
mailto:feedback@eei.org
mailto:associates@eei.org
mailto:international@eei.org
mailto:members@eei.org
mailto:EEIonline@eei.org
mailto:EP@eei.org
mailto:EnergyTalk@eei.org
mailto:engage@eei.org
mailto:EEIOrders@eei.org
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/01 Pennsylvania Avenue, N.W., Suite 400
Washington, D.C. 20004-2696

202-508-5000

© 2025 Edison Electric Institute. All rights reserved.


http://westandforenergy.com/
http://westandforenergy.com/
https://www.edisonfoundation.net/
https://www.edisonfoundation.net/
https://www.utilitiesunited.org/
https://www.utilitiesunited.org/
https://www.troopstoenergyjobs.com/
https://www.troopstoenergyjobs.com/
tel:202-508-5000
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About MEGA

Our Mission: To advance the common interests of investor-owned electric and natural gas utilities in Michigan for better service to cus!
shareholders, and the public.

Our Story

The Michigan Electric and Gas Association (MEGA) is a trade association established in 1984 to provide a collective voice in Michig;
government and public affairs for its board member investor-owned electric and gas utilities. MEGA works with the Michigan legislature, fe
and state regulatory agencies and the entire Michigan energy industry to assure safe, reliable and affordable electric and gas utility service.

MEGA Board of Directors

Board Members (people)

¢ Ken Dragiewicz
Alpena Power Co.
President & COO
MEGA Chairman
o Tyrel Zich
Xcel Energy
Regional Vice President, Regulatory Policy
MEGA Vice Chairman
e Tim Lubbers
SEMCO Energy
Director of Business Development Community & Legislative Engagement
MEGA Treasurer and Secretary
e Patrick Schillinger

https://www.megautilities.org/about/ 1/3


https://www.megautilities.org/
https://www.megautilities.org/
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Upper Michigan Energy Resources

Vice President of State Legislative & Local Affairs
e Bert Fruchey

Citizens Gas Fuel Company

General Manager
e Michael O’Brien

Indiana Michigan Power

Manager of Governmental & Environmental Affairs
¢ Nick Krzeminski

Michigan Gas Utilities

Vice President
e Gradon Haehnel

Upper Peninsula Power Company

CEO

MEGA Staff

Staff

¢ Dan Dundas

President
e Suzy Westmoreland

Office Manager

Positively Impacting the Industry

MEGA serves as a forum for industry communication and information exchange on matters of public policy, legal issues, legislation and util
service. MEGA has coordinated joint member and industry filings in regulatory proceedings before the Michigan Public Service Commissio1
court cases. Input from committees and workgroups is used to identify issues and develop consensus positions. MEGA actively sponsors an:
sponsors industry conferences and meetings.

Get in Touch

https://www.megautilities.org/about/ 2/3
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Send Us a Message P Give Us a Call (517) 484-7730 »

https://www.megautilities.org/about/ 3/3


https://www.megautilities.org/contact/
tel:5174847730
tel:5174847730
https://twitter.com/MI_EandGassoc
https://twitter.com/MI_EandGassoc
https://www.linkedin.com/company/michigan-electric-gas-association/about/
https://www.linkedin.com/company/michigan-electric-gas-association/about/
https://www.megautilities.org/sitemap
https://www.megautilities.org/board-portal/
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Events Services
Membership v Advocacy v and v and v

Education Savings

THE MOST INFLUENTIAL VOICE FOR BUSINESS IN MICHIGAN

As the Great Lakes State's leading statewide business advocacy organization, the Michigan Chamber of Commerce is on the job
every day, standing up for job providers in the legislative, political and legal arenas while working to build a stronger Michigan for all.
We are the unified voice of approximately 5,000 member businesses of every size and industry in all 83 counties as well as trade

associations and local chambers of commerce, collectively employing over a million Michiganders.

THE CHAMBER IS DRIVEN BY THREE KEY PILLARS:

o TO PROTECT: POWERFUL, EFFECTIVE ADVOCACY

Being the voice of business by advancing member priorities through legislative, legal and political action, and pragmatic problem solvers that help
build a stronger, thriving Michigan for all.

o TO CONNECT: STRONG NETWORK OF RESOURCES & OPPORTUNITIES
Providing access to a diverse statewide business network, policymakers and subject matter experts and offering free or discounted webinars,
professional development or trainings and events on the most in-demand or pressing issues.

o TO STRENGTHEN: PROVEN, INNOVATIVE BUSINESS SOLUTIONS
Providing members and customers with high-quality products and services to help them succeed, save money and bolster their bottom line.

https://www.michamber.com/mission/ 1/3


https://www.facebook.com/michiganchamber
https://www.linkedin.com/company/michigan-chamber-of-commerce
https://twitter.com/michamber
https://www.instagram.com/mi_chamber/
https://www.youtube.com/channel/UCgRv415Jiw9YHzB3wsmDUqA
https://www.michamber.com/membership/
https://portal.michamber.com/account/profile.aspx
https://www.michamber.com/
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Events Services

About v Membership v Advocacy v and v and v
Education Savings

CONTACT US

Whether it is advocating for you at the MI State Capitol or providing resources and business solutions that fit your needs, it is our goal to serve you. Please
let us know how we can help.

protected by reCAPTCHA

Privacy - Terms

https://www.michamber.com/mission/ 2/3


https://www.google.com/intl/en/policies/privacy/
https://www.google.com/intl/en/policies/terms/
https://www.michamber.com/
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Events Services
MICHIGAN
CHAMBER About v Membership v Advocacy v and v and v

of Commerce a .
Education Savings

Michigan Chamber of Commerce
600 S. Walnut St. | Lansing, MI 48933
517-371-2100 | info@michamber.com

© 2025 Michigan Chamber of Commerce

https://www.michamber.com/mission/ 3/3
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Municipalization campaigns—aimed at taking over local electric companies—are pop-
ping up around the country as a growing number of communities weigh the public
power option. For the shareholder-owned electric companies that are facing munici-
palization threats, it is often excremely difficult to communicate the message that estab-
lishing a new government-owned utility in today’s deregulated energy environment is
costly and risky. That’s because these companies are encountering local officials and
customers who believe that they are paying more than they should for electricity and
that taking over the local electric company’s distribution system will help residents and
businesses survive in a volatile energy marketplace.

So, what’s a shareholder-owned electric company to do if a municipalization threat
arises in its local service terricory? What would you do?

When defending against a new public power takeover, there’s no doubt thar you'll need
a solid, multi-faceted strategy. This Tactical Guide discusses the various steps you can
take to nip a takeover in the bud using community education and legislacive advocacy
and outreach (Tab T). It outlines the basic building blocks needed to inform and assist
elected officials and opinion leaders, to organize allies, and to engage the public debate
about the purported benefits of public power as a solution to energy issues in your
community (Tab II). If all else fails, this Guide details what you need to do to defeara
public power takeover at the ballot box (Tab III).

Because it is intended for use in a wide range of circumstances in various parts of the
country, this Guide may not be specific to the particular issues facing your community.
You should study the strategies and tactics discussed herein and adapt them to fit your
local requirements. We encourage you to study the sample messages and campaign
materials that are included in Tabs IV and V and to tailor them to your situation.

Materials in this Guide are organized under the following tabs:

TabI  Preventing a New Public Power Takeover Threat from Emerging

Tab I  Blocking a Municipalization Takeover Attempr at the Local Legislative Level
Tab IIT Defeating a Municipalization Takeover Attempr at the Ballot Box

Tab IV Sample Campaign Messages

TabV  Sample Campaign Materials

Tab VI  Addicional Resources: Consultants, Public Power Checklist
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The best way to avoid harm is through prevention. But prevention requires the imple-
mentation of long-term strategies well in advance of a crisis. 'When dealing with a new
public power threat, your overarching goal is to keep the takeover effort from reaching
the ballot box. But, ideally, you'd like to avoid the threat altogether by resolving issues
early on. The key is to educate opinion leaders about the problems and pitfalls of public
power takeovers so that the issue never gains traction in your community.

The push for takeover often begins with a small group of activists. Most of these activ-
ists have been seduced by the false notion that municipalization will automatically lead
to benefits and therefore have been promoting municipalization efforts for many years
without success. In some cases, a takeover effort can begin with a public official, a city
manager, a local administrator, or council member who may be motivated by a city
budget deficic or the idea that taking over the electric system could become a source of
revenue for the communicy. Whatever the initial motivation, any concerns about de-
regulation, rate increases or power problems will give takeover a higher profile in the
community.

A successful avoidance strategy may allow you to nip the movement in the bud.
Such a strategy is two-fold:

1) Provide elected officials, communicy leaders and customers with credible, factual
information about how well your electric company and the current system are
operating and how a takeover effort is fraught wich financial risks and ocher
hazards.

2) Identify and recruir allies who can help you convince local decision makers that
takeover is not a viable option in today’s volatile energy marketplace. If influential
and credible community and business leaders believe takeover is not a viable
option, the takeover idea can be derailed before it becomes a specific proposal that
is brought before the local legislative body or electorate for action.

7 Tactics for Implementing an Avoidance Strategy

1) Identify and build alliances with other utility companies, civic and
business organizations, and public officials. Identify the key opinion leaders
in your service area. Determine who your potential allies are in the fight against
takeover. For example, gas, telephone and cable companies are natural allies
since their assets also may be threatened, either now or in the future, by
municipal takeover. Other potential allies may include local chambers of
commerce, major industrial and commercial customners, shareholders, company
employees and retirees, union leaders, and agricultural interests. Non-utility
allies are very important to your cause because they do not appear to be
self-interested or motivared.




2)

3)

4)
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Meet with elected officials and key staff. Some public officials oppose mu-
nicipalization because they recognize the inherent problems — particularly the
financial risks — that come with creating a new government-owned utility in
today’s energy world. Other public officials may oppose takeover as a bad busi-
ness practice. Spend some time talking with your public officials — both elected
and appointed — to determine their views on takeover. Once you know where
they stand, what they think, and what they know or don’t know, you can pro-
vide them with specific information and materials that support your anti-take-
over position.

Malce sure that public officials understand the fiscal and community benefits
your company brings to the community. This provides an opportunity to edu-
cate decision makers and to dispel common misunderstandings about your
company’s operations or about municipalization. These conversations help you
determine who may be for you or against you if and when a takeover issue
emerges. Many public officials who are not particularly well informed about
municipalization will appreciate the opportunity to become more familiar with
this complex issue.

Finally, don't limit your contacts to your local community alone. Meet with
county supervisors, state legislators and members of Congress from your area.
Don't forget to meet with their staff members too, especially those who work
ac the local level. These staff members often are politically active and can
wield significant influence on major issues. And, remember to tap in to other
regional resources and institutions, such as economic development commis-
sions and university experts that may have an inrerest in this issue.

Be briefand focused during your meetings. Be sure to cover all your key points,
and be prepared to answer all questions, including potentially hostile questions,
so that you won't be caught by surprise.

Explore unusual alliances. A union that may not be that friendly to your
company under ordinary circumstances may decide to oppose a public power
takeover because it will mean a loss of jobs or jobs moving to a rival union.
Major customers may complain abour rates, but ultimately would prefer the
certainty of working with an established energy company rather than being
subject to the problems that may occur with a new municipal utility operating
in the deregulated marketplace. Other groups attempting to issue tax-free bonds
may be severely impacted by state bond caps. Still others who depend on local
government for financial support may feel threatened by the prospect of local
revenue going into the electric system. Non-traditional allies may be powerful
friends and influencers on your behalf.

Research and create persuasive messages. Persuasive messages — the key
points of argument on behalf of your position — are the foundation of any
successful outreach program. Public opinion polling at this early stage is im-
portant. It will give you an idea of what the community really thinks about
your company, the local government agency and the idea of takeover. These
views may differ from what your company thinks the community believes.

At this early stage, you can talk about how well the current system operates and
about the benefits your company brings to the local community, including jobs
and tax revenue. You can also create messages that explain the problems
inherent with a new takeover and that address risk and problems elsewhere.
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Once you've developed a set of core messages, adapt them for each key constitu-
ency with whom you will be communicating. The messages will vary because
you will be speaking to the specific interests or concerns of each group. For
example, the interests and concerns of the business community may be
different than those of your labor allies. Burt all messages should reflect the
basic facts.

5) Develop multiple ways to get your message out to potential allies. Identify
key civic and business organizations and begin an outreach program. In addi-
tion to one-on-one meetings, develop a speakers program to address civic groups
like the Rotary and Kiwanis clubs, business groups like the Chamber of Com-
merce, seniors, and, in agricultural areas, the Farm Bureau and other similar
organizations. Try to develop some visual elements for your presentation. Also
develop fact sheets and other materials that you can leave behind. The goal of
these presentations and meetings is to educate opinion leaders abour the
problems inherent in a new takeover.

6) Intensify community outreach programs. Expand your community outreach
programs. Your company may have an active charitable program in the com-
munity; it may work with the schools; it may provide special services to low-
income and/or elderly residents; it may contribute to a variety of civic activities.
Remind folks of this. All of these outreach activities are benefits to the local
community, and the organizations with whom your company interacts are po-
tential allies. [t may not be appropriate to ask a particular organization to
actively support your position, but each organization is made up of individuals
who may become active on your behalf. It’s up to you to reach out and provide
them with the informarion they need to understand the issue.

7) Intensify advertising programs. Explore ways to use your company’s ongoing
marketing program to tout the benefits the company brings to the local com-
muniry. Use advertising to talk about these benefits and to highlight important
community programs. Feature charitable activities in newsletters and bill
inserts. Include a section on community benefits in each presentation you
make — whether it’s a speech to the local civic organization or a presenrtation to
the city council.

Despite your best efforts, the avoidance strategy ultimately may not be successful, and
you may find thar the takeover issue is moving to a larger and more politically potent
forum. However, the work that you have done to this point is not wasted, as
educational and community outreach will only help your company in the long run.
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If the avoidance strategy has failed to keep the takeover issue from reaching the local
legislative body, then it’s time to step up the intensity of your program. The work your
company may have already undertaken provides a good foundation for a more intense
and targeted program to defeat a rakeover vote by the pertinent legislative body. Now
it’s time to organize allies, develop a media relations campaign, expand and supplement
written materials, and begin lobbying the local decision-making board.

..\%

In this section, a variety of tactics is discussed. While not all will be appropriate or
relevant to your company’s sicuation, you should remember that it is likely the takeover
issue will move to the ballot box, whether by a local legislative vote or by petition. So,

NS YYDy

the activities you initiate now will lay the groundwork for a future political campaign.

™Y

At this point, your overall strategy is to build a broad-based communicy coalition that
will be effective in opposing any takeover move by the local legislative body. Remem-
ber that it takes time to build an effective lobbying effort; so the earlier you start
organizing, the better. Don’t wait until an agenda item is being scheduled. The time to
start is when you first suspect that the backers of takeover are gaining sufficient
momentum to bring the issue to the atrention of the legislative body.

P
~
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10 Tactics for Blocking a Municipalization Takeover Attempt at the
Local Legislative Level

1) Determine whether a takeover effort has “traction.” It is not always easy to
distinguish a serious takeover threat from an effort that has no real support. In
this situation, access to information is the key. Itis important to talk with your
government and community allies and contacts and to monitor media reports
so that you can recognize if and when a takeover effort is gaining momentum.

Once the takeover issue has traction, one or more of the following occur, often
_rather rapidly:

e Elected officials and influential community members associate themselves

with takeover advocates at public events and in the media.

Takeover advocates launch major fundraising initiatives or spend money on
direct mail campaigns or advertising to communicate with voters. Many
states require groups that spend money to qualify a measure for the ballot to
register as a political action committee.

Advocates initiate signature-gathering events to qualify a municipalization

proposal for the ballot.

Major newspapers editorialize either for or against a change in the local elec-
tric power distribution systen.




2)

3)

4)

5)
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* Elected officials or candidates introduce or advocate legislation to facilicate a
municipal takeover.

Retain an experienced public affairs/political consultant. Ac this point, it is
important to retain a public affairs/political specialist with direct experience in
defeating public power takeovers or other ballot measures. During the
avoidance phase, your company’s local government or community relations scaff
likely handled much of the work. Perhaps a public affairs/political specialist
provided some strategic advice. But now, with the issue moving closer to a
vote, a public affairs/political consultant is invaluable in laying out a strategy to
defear rakeover at the local legislative level, if at all possible, and in setting the
stage for a possible election campaign. Now is also the time to begin analyzing
how much a takeover would cost.

Form a broad-based citizens’ coalition. A coalition of local opinion leaders
and other citizens often is the most effective means of convincing a legislative
body either to take a particular action or not to take it. Most local elected
officials are very sensitive to and responsive to constituent opinions. Look at
your list of allies and identify influential community leaders. If your state or
municipality requires that polirical contributions be reported, look to see who
the major donors to local elected officials are. From these and other sources,
identify those opinion leaders and influencers who might be interested in
heading up a citizens’ coalition in support of your company’s position. Coali-
tion leaders often will agree to serve as community spokespersons for the group
with the media and at various meetings and events.

Grow your coalition and have it represent as broad a cross section of the
community as possible. With the leadership in place, other members can be
recruited at speaking engagements, public meetings and through mailings. Your
company’s exnployees;retir?es and shareholders make good coalition' members
and may have contacts with other community leaders. The coalition member-
ship also should include allied organizations such as the Chamber of
Commerce and affected unions.

It is important to have a one-page fact sheet and perhaps more detailed infor-
mation to hand to potential endorsers. Company representatives and coalition
leaders should carry a stack of endorsement cards with them to hand out at
meetings, events and speaking engagements. Ask leaders of allied organizations
to pass out endorsement cards to their members. Be sure to print a key message
on the endorsement card. Remember, you can increase your response rate by
collecting signed cards from people at the time you hand them out or by in-
cluding a return postage stamp on the card so that it can be mailed back easily.
Make sure you have included a telephone number, an e-mail address and/or a
website address on the card for endorsers and potential supporters to obtain
additional information and to have questions answered. Be sure to ask endors-
ers for their e-mail addresses, as e-mail is an effective and inexpensive way to
communicate with your supporters.

Conduct early public opinion research. Public opinion research serves four
purposes:

o Research establishes a baseline level of support for and against takeover.

* Research helps identify the segments of the community with whom your
company needs to communicate to build support for its position.

» Research helps you to identify effective messages and to develop a successful
communications strategy.
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s Research allows you to test the opposition’s messages and determine which
are the most important to rebut. The information derived from research will
be helpful in directing and shaping your efforts to defeat takeover.

Determine whether focus groups would also be useful. Focus groups normally
are used prior to polling to develop messages and to determine how groups of
community members and voters may react to issues. Work closely with your
public affairs/political consultant in developing the questionnaire for the poll
so that you are sure it tests all that you need to know. Your consultant may
point out additional areas and issues that should be tested.

6) Develop informational materials. Once you have tested your messages and
your position through focus groups and opinion research, you can begin to
prepare communications materials for your various activities and audiences.
Typical materials include:

A media information packet with background information, press releases, a
list of supporters, key facts, brief examples of troubled takeover efforts and
any other information that may be pertinent and persuasive with the media.

o Leave-behind information that you can hand out when you make presenta-
tions or speeches before various groups. The leave-behinds can be as simple
as a one-page fact sheet, a brochure or a packet similar to the media kit that
includes a list of supporters and other pertinent information.

o A brochure that can be given to supporters to share with friends and neigh-
bors. The bro‘chure also can be included in the leave-behind packet.

o Talking points and speech outlines for supporters to use when making
presentations, recruiting supporters and talking to elected officials.

7) Establish a website. Increasingly, individuals are turning to the Internet for
political information. In today’s world, a website is another key communica-
tions vehicle. It is important to get your site up and running early, perhaps even
as early as the first-phase avoidance strategy. A website often is the first place a
potential supporter looks for information about your issue. Reporters and
editors will use it for background information and to see what press releases and
other media information you have posted. And, a website is an effective way to
collect endorsements. You can use a website to communicate with and organize
your supporters quickly and effectively. You can use e-mail to refer supporters
to the website for new information.

Be sure your site is easy to navigate and contains up-to-date information. Post
new information regularly and establish links to other websites that support
your position.

8) Orchestrate a comprehensive media campaign. A well-organized media cam-
paign is an essential component of any successful lobbying effort. Be sure to
provide accurate information and pithy quotes to reporters. Point out that
public power entities would face the same problems that the present electric
company faces but with the added burden of takeover costs. Identify several
community and business leaders who are willing to serve as spokespersons for
your company. Try to keep the community leadership out in front of reporters.
Your community supporters can be much more effective with the media than
perhaps your company’s own spokesperson. Be sure to provide media relations
training for these spokespersons if necessary. Your media program should be
designed to have its greatest impact right before any vote on takeover.
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Key media activities include:

» Editorial board briefings. Make sure you meet with the editorial boards
— or for smaller papers, the editor or publisher — of your local newspapers
to present your views and facts on the takeover issue. Have two or three key
community leaders as part of your group so thart the editors can hear both
from your company and from the community on the takeover issue. Prepare
a packet of pertinent information to leave with editors. Keep the presenta-
tion brief.

Some radio and television stations also broadcast editorials on key issues and
perhaps one or more stations still do that in your community. If so, be sure
to meet with the public affairs director or the station manager (the two
individuals who are most likely to be involved with the edirorial process) and
present your position as you did with the newspapers.

* Opinion editorials. Opinion editorials or columns are an excellent way to
communicate your position or to rebut arguments presented by opponents
or by the newspaper’s editorial writer. Opinion editorials or columns are
more effective if prominent citizens in the community author them. Again,
stick to your messages, and make your arguments in a clear and readable
manner. The opinion editorial should be lively to keep reader interest. Don’t

waste space repeating the claims of opponents. State your own case.

o Letters to the editor. Ask one or two of your supporters to organize a letter-
to-the-editor campaign. Depending on how many individuals are partici-
pating, have the lerters appear regularly in the newspapers and have the cam-
paign build up to the local government hearing on takeover. Remember,
many editors will try to make sure that there’s a balance of opinions and will
not print letters advocating one viewpoint unless they can print letters sup-
porting an opposing view. Asa result, it may be wiser not to have a letter-to- {
the-editor campaign if the opposition has been silent. You just might trigger (
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unwanted activity by your opponents. (
° Reporter briefings, media events and stories, Don't overlook opportuni- {
ties to make news on your issue. One way to make news and provide third- (

party credibility to your company’s point of view with the general public is to
develop various reports and studies that analyze the risks and costs involved
in a new public power takeover. Perhaps a local business organization will {
undertake such a study on the economic impact or feasibility of takeover and (
its impact on electric rates. It is preferable that the studies come from an
independent group rather than your company. Ask your allies to hold a press
conference to announce the results of the study and share the study’s findings
with public officials, editorial writers, and key community and business lead- (
ers who still may be on the fence regarding rakeover. Put the work of others "
to work for your side of the issue.

Take the time to give a background briefing on these key issues. Don't as- |
sume reporters really understand the takeover issue and other issues related
to electric power. Another news making opportunity is for the cirizens’ coa-
lition to issue press releases about presentations and speeches its leaders are i
making and to announce additional members, especially if the new members (
are influential in the community.
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9) Lobby public officials. Once you have your citizens’ coalition in place, have
your facts to back you up and know which messages are the most persuasive, it’s
time to meet with those who will vote on the takeover issue. Tell them about
the risks associated with new takeovers. Remind them of the benefits your
company brings to the community. Share the broad base of support you have
been able to develop in the community. Find out what else they need to know
to cast their votes for your side. Have supporters write letters, e-mail and tele-
phone the elected officials. It is important that they hear from their constitu-
ents because constituents are the most persuasive lobbying force you can bring
to bear. Continue to count your votes. Remember, your opponents will be
working just as hard on the other side, and someone who seemed to be a secure
vote one day might flip-flop the next.

10) Build supporter attendance at key local government meetings. Make sure
your supporters turn out for all public hearings and meetings on the rakeover
issue. One idea is to have supporters wear buttons or tags that indicate they
oppose takeover: “No takeover” and “Takeover is a BAD Idea” are just two
examples of button messages. Undoubtedly, you will come up with a message
that fits your specific situation.

If the meeting is a public hearing where individuals in the audience may speak,
organize your supporters so that they have a variety of points to make during
the hearing. Provide them with talking points and background material. Make
sure they understand what the procedures are for public comment. If a deci-
sion isn’t made at the meeting, ask your supporters to follow up individually
with the elected officials to thank those who supported the anti-takeover posi-
tion, to encourage fence-sitters to move to your side, and to initiate another
round of contact with those who are voting for takeover. Itis important to keep
reminding the elected officials favoring takeover of the large and influential
group of constituents who oppose it.

In the end, despite all of your efforts and hard work to persuade your elected represen-
tatives that takeover is a bad idea, you may find that the issue continues to gain support
and that the local leaders decide to move the issue to a public vote. Again, the work you
have done in the lobbying phase will not be wasted. Your organizational outreach,
written materials and media program all can be put to good use as you prepare to defeat
a takeover attempt at the ballot box.
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I’s time to mount a full-scale election campaign against a new public power takeover.
Are you ready? Most of the tactics/activities we have discussed earlier also are used in a
full-scale campaign. Please refer back to Tabs I and II for more detail on a particular
tactic. And please don’t forger to look at Tabs IV and V for sample messages and
materials. Remember, a campaign to defeat takeover is going to be difficule. Generally,
takeover advocates don’t go to the ballot box unless they think they can win. You can't
get your campaign started too early. Assoon as you realize a takeover measure is going

on the ballot, gear up.

20 Tactics for Defeating a Municipalization Campaign at the Baliot Box

1) Hire an experienced campaign consultant. If you didn't hire an experienced
campaign consultant during the lobbying phase, now is the time to bring one
in as part of your team. For the campaign, you will need a consultant who can
provide a variety of services through his/her firm or one who can put together a
team of consultants to work on your behalf. Don'’t fool yourself into thinking
that you can do all of the work in-house. A successful campaign requires
specialized skills in the areas of rescarch, general advertising, direct mail, voter
targeting, message development, and, most important, campaign strategy and
positioning. Establish regular (weekly or ar least biweekly) meetings with the
consultant(s) so that you understand the work they are doing on your
company’s behalf.

2) Form a registered political committee as required by state and/or local law.
Most states and many local jurisdictions require political campaigns to register
and to begin disclosing campaign contributors and expenditures no later than
when a measure qualifies for the ballot. It is critical that you consult legal
counsel with expertise in local and state campaign law. Understand what is
required and make sure those in charge of your campaign follow the require-
ments to the letter. In addition to costing you money in fines, failure to adhere
to the law can cost you credibility, lead to negative news coverage and perhaps
cost you the election. Depending on the laws in your jurisdiction, you may be
able to establish campaign committees and other legal entities to_carry on
separate specific campaign functions. For example, in some states, specialized
third-party committees can send out direct mail independent of the main
campaign committee and are not required to report contributions with the
primary campaign committee. These independent entities usually reflect a
broader base of support and function separately from the primary committee
or your company itself. The name you give your campaign committee is
important. Choose a name that is both inclusive and incorporates the campaign’s
major theme or message.




3)

4)

5)

6)
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Develop a campaign plan and allocate necessary resources. Once you know
where you stand from your research, develop a campaign strategy and imple-
mentation plan that will lead you to victory on Election Day. Identify who
your key voter targets are. Are they, for example, seniors? Middle-age men?
Republicans? Homeowners? Who are the likely supporters of takeover that you
will not want to spend as much effort targeting? Are they Democrats? Activists?
Women? Renters? Latinos? Who are the swing voters you will need to win over
on Election Day? Are there specific neighborhoods in your community that are
more likely to support your position? Your opinion research and analysis of
previous voting patterns should be invaluable in developing a voter-
targeting program.

Begin to raise money for the campaign. Campaigns are expensive and your
fundraising efforts must begin immediately. A campaign could be lost because
of startup delays resulting from lack of funds. While your company may be
prepared — and expect — to put up all or at least the majority of the campaign
war chest, it.is important to develop a broader funding base for the campaign to
demonstrate the breadth of your support. Look to your allies to contribute.
Gas companies, cable companies, telephone service providers, and other local
utilities may be future targets for municipalization and should be asked to con-
tribute to your effort. Your less-likely allies, such as labor unions, also should
be approached. And, the campaign can organize a small-contributors program
through which community members and business leaders can participate. With
community members, you should not be interested in the amount of their do-
nations, but rather the number of donations, as they demonstrate a broad base
of support. If financial contributions from these other constituencies are not
possible, make sure they officially endorse the campaign and play other roles
that enhance their visibility on the issue.

Conduct exhaustive public opinion research. Comprehensive public opin-
ion polling is essential in a political campaign. Even if you conducted research
during the lobbying phase, roll out another poll to see where voter opinion is
now. This poll should target voters only and can test a variety of messages and
arguments. Opposition arguments can be tested to determine weak spots. Pe-
riodic tracking polls show how the campaign is doing as it moves closer and
closer to Election Day and enable you to develop, refine or modify your mes-
sages. The more detailed discussion regarding public opinion research found
under Tab II also is applicable here. Other uses of polling are noted below.

Determine which of your arguments are most effective with each target
voter group and how you are going to deliver those arguments to the key
voter blocs you are trying to reach. Your campaign won't be able to persuade
all voters so it should be designed to reinforce the core anti-takeover base and to
sway those voters who are identified as swing votes or who still are undecided.
This is the job of your campaign consultant. Also, you need to know how
much a successful campaign will cost so that you can budget and raise the
needed funds. If funds are limited, a campaign plan can help you decide where
best to spend your limited resources. Is it best to work on absentee voters or on
a get-out-the-vote program? Is a direct-mail program likely to bring in more
votes than television advertising? These are the questions you have to answer
very early in the process so that you can marshal your resources most effectively.

An essential part of campaign planning is a voter-behavior analysis. Your consult-
ant can examine prior voter behavior to help focus the campaign on those voters
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who are most likely to support you. Targeting voters is particularly important for :
message delivery (through direct mail) and for the Get-Out-The-Vote program.

7) Develop alternative pre-feasibility studies. Proponents of takeover will cite
studies that show takeover will be good for the local municipality. However, it
is likely these studies are not feasibility studies at all but only “pre-feasibility”
studies that look art all the alternatives available to the local jurisdiction and
indicate that takeover is worth considering. A true feasibility study is a detailed
examination of exactly how much it will cost to take over your company’s dis-
tribution system and whether rates will have to be increased to cover the cost of
takeover. It also provides an outline of the process and details how long it will
take to get to the end.

Make sure you have developed your own studies or white papers authored by
credible, independent, third-party experts if at all possible. Quote excerpts
from the studies in your mail and advertising. Share the material with reporters
and editors. Use the information to expand your supporter base and to recruit
additional allies. Even if you don’t conduct a feasibility study of your own, it is
important to criticize and point out the shortcomings of the proponents’
studies. By supporting takeover, the voters may be taking on more burdens
than they suspect. See Tab V1 for a list of consultants who have experience in
conducting feasibilicy studies.

8) Develop key messages and a campaign theme. Because you have been
debating takeover issues for a long time, you will have a host of arguments that
you believe should persuade voters to oppose takeover. Your campaign consult-

ant may come up with some new, fresh arguments. Use your research program
to test all these arguments with voters. Some arguments may resonate better
with certain types of voters. Perhaps older voters may respond better to cost
issues, while small business owners may be concerned about reliability of ser-
vice. Republicans are likely to respond to different concerns than Democrats.
But you have to test to be sure. Once you understand which arguments and
messages work best for specific voter groups, you can design your communica-
tions to convey those messages directly to the voters through targeted direct
mail. Broader themes and messages — ones that resonate with most voters —
can be the basis for other forms of communication including newspaper adver-
tising (and radio and television, if you can afford it) and can be used in debates
and larger community presentations.

Your research should also lead you to an overarching, persuasive campaign theme,
and one that resonates with everyone. From the theme, develop a short, snappy
and memorable tagline. Be sure to use the tagline in all your materials.
Examples of effective taglines include “Stop Government Bureaucracy,”
“Energy Experts, not Politicians,” or “Too Risky, Too Costly.” '

9) Update and expand materials. Many of the materials you have already
developed are useful for this campaign. Look at all your materials and see
which should be discarded and which simply need to be updated. This in-
cludes your media information packets, leave-behind information for meetings
and presentations, brochures and fact sheets, and the packet for speakers in-
cluding ralking points and speech outlines. Add new supporter lists, updated
fact sheets and additional information on cost issues. Make sure your materials
reflect the themes and messages your research has shown to be the most effec-
tive. Develop a campaign logo to go with your new tagline and incorporate it
into all materials. Sample materials are found under Tab V.
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10) Don’t forget about your website. Be sure to keep your website up to date with
new informarion, dates of campaign presentations, additional endorsers and
other relevant information. Include sections for those who wish to sign up as
endorsers and for those who wish to give contributions to the campaign. Keep
your website fresh so that people have a reason to keep returning o it.

11) Reactivate your citizens’ coalition and identify and recruit community spokes-
persons. If you haven already organized a citizens’ coalition, now is the time to
do so. (Please refer to Tab II for more specific information.) If you already have
a citizens coalition actively opposing takeover, move that coalition into a cam-
paign mode. Identify those coalition leaders who are willing to be the public face
for the coalition and the campaign. This means they will be spokespersons on
behalf of the campaign and will have to take a more active role by participating in
press conferences, representing the campaign at political and community meet-
ings and making speeches before civic and business groups.

Continue your efforts to expand the coalition. Ask coalition members to recruit
others. Begin a fundraising campaign that targets small-contribution donors.
Please note that some of the organizations and businesses that may have sup-
ported your position during earlier phases now may be concerned about being
caught up in a campaign battle. Business groups are wary of alienating custom-
ers. Civic groups may have policies against participating in campaigns. If some
organizations and businesses cannot endorse officially, ask the members if they
will help you as individuals rather than as representatives of the organization.

12) Develop and implement a media program. The elements of a comprehensive
media program are discussed in detail under Tab II. Ifyou don’t have an active
media program, organize one. If you have let your media outreach program
lapse, reactivate it. Look at what new information you can provide editors and
reporters. Perhaps it’s time for another background briefing, Share studies
and white papers with reporters. Give them the complete documents, not just
excerpts. Update the media information packet, and send it to all reporters and
editors on your list. Work with your campaign consultant to develop new ideas
for press events. Inform the media of key endorsements as they occur and
include an endorsement list in the media kit.

Develop opinion editorials and draft letters to the editor. Then ask your
community supporters to personalize them and submit them to the local news-
papers. (Please note that the campaign staff can submit the opinion editorials
and letters to the editor on behalf of the community supporters, but it is impor-
tant that each person who agrees to sign an article or letter have the opportunity
to participate in its drafting. Some may just wish to sign off on something that
has already been prepared. Others may prefer to add their own ideas — which
is fine as long as the ideas are consistent with campaign messages.)

Don't assume that just because you met with editorial boards during the avoid-
ance or lobbying phases that you don't have to meet with them again during the
campaign. Schedule meetings with all editorial boards and ask them to support
your campaign in an editorial.

13) Implement a speakers program and organize community outreach activities.
You may have organized a speakers program during the avoidance and/or lob-
bying phases of your anti-takeover effort. If so, you may have a core group of
speakers whom you can ask to go out on the circuit again. If you need to recruit
new speakers, look to your citizens’ coalition for individuals to take on this task.
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Review and update your list of political, civic and business organizations. As-
sign someone on the campaign staff to contact each organization and ask if
campaign representative can make a presentation at an upcoming meeting.
Recruit speakers and match them to the organizations. Make sure everyone has
updated talking points and speech outlines. All speakers should have leave-
behind materials (enough for each attendee) and endorsement cards to distrib-
ute at each speaking engagement. If the organization typically endorses cam-
paigns, send your strongest speakers (preferably a member of the organization)
to seek the endorsement.

If your campaign has the resources and manpower, organize neighborhood
coffees and house parties. Coffees and house parties are useful to recruit sup-
porters and volunteers to work on the campaign. Each event generally follows
these steps:

e Ahost is identified by the campaign and that host agrees to invite friends to
his or her home or an easily accessible and casual neighborhood location.

» The host mails letters to all frequent voters in the neighborhood or precinct
inviting them to the event.

* At the event, the host introduces the campaign representative who speaks for
no more than 15 minutes and then answers questions.

At the end of the talk, the campaign representative asks for endorsements
and for volunteers to hold additional house parties or to walk precincts.

e After the event, the host sends a follow-up mailing to everyone who was
invited that informs the voters about the key points that were made and why
it is important to oppose takeover on Election Day.

If the campaign staff decides to organize coffees and house parties, try to cover
as many neighborhoods in the community as possible.

14) Implement voter contact programs. Another way to reach out to voters is to
have volunteers walk precincts. Volunteers are provided with a list of voters
who have been targeted by the campaign as worth contacting. Volunteers walk
their assigned precincts during the last four-to-six weeks of the campaign, pro-
viding information about the anti-takeover campaign and asking whether the
voter supports or opposes takeover. The information is recorded and entered
into a database that is used to get out supporters on Election Day. Company
employees and union members make excellent precinct walkers.

While walking precincts is the most effective thing volunteers can do, in some
areas it may be difficult to reach voters. In these cases, phone banls should be
implemeénted. Volunteers are recruited to call targeted voters. If enough volun-
teers cannot be recruited, paid phone banks are used. Voters who are contacted
are given a brief pitch on the issue and are asked if they have a position on
takeover. Again, the information is recorded and entered into a database for
future use.

15) Implement an absentee voter program. In many areas; absentee voting is
increasing in popularity with more and more voters using absentee ballots as a
way of voting more conveniently than going to the polling place on Election
Day. Because absentee voters can return ballots weeks before Election Day, it is
very important to make contact with these voters early in the campaign —
before they cast their vote. Most campaigns now execute an absentee vorter
program as a basic campaign activity.
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It may be possible to find out which voters have voted absentee or are listed as
permanent absentee voters. In addition to targeting voters who naturally vote
absentee, you should urge all your supporters to vote absentee if that is allowed
in your area. Votingabsentee ensures that those votes are cast and will be counted
no marter what happens on Election Day.

Absentee voter programs have two main components. The first is to encourage
those voters whom the campaign has identified (through precinct walks and
phone banks) as supporters to vote by absentee ballot. Mail an absentee ballot
application to all identified voters early in the campaign. Include a campaign
brochure or other material with the application form. Most campaigns now
make the form part of a piece of direct mail. (See Tab V for a sample.)

The second component of the absentee voter program is to make sure the tar-
geted voter actually returns the application and subsequently returns the com-
pleted ballot. The election office in your community will supply the campaign
with a list of those voters who have applied for absentee ballots. This informa-
tion is a marter of public record. Usually, the campaign will have to pay a small
fee to cover the costs of compiling the lists. Your campaign won't be the only
one asking for absentee applicant lists; it’s a common tactic in today’s campaign
world. The next step is to follow up with mail to those absentee voters the
campaign believes it can persuade. In addition, organize a phone contacr pro-
gram for absentee voters. You also can track those absentee voters who have not
returned their ballots. If targeted vorters fail to return the ballot by mail in
sufficient time ro be counred, the campaign phone bank should conract the
voters and ask them to turn in their ballots at their polling place.

16) Design the campaign’s advertising program. A major portion of the cam-
paign budger will be allocated to the advertising and direct mail programs.
While you may have worked hard to obtain media coverage with media events,
opinion editorials and letters to the editor, advertising ensures your messages
will be conveyed exactly as you want. (Remember outdoor signs, billboards,
and bus and raxi signs generally only build awareness; it is difficult to use them
to convey complex or emotional messages.)

QOutdoor signs. Outdoor signs are a cost-effective way to make sure your mes-
sage is seen throughout your community. Typically, outdoor signs come in two
forms: window and lawn signs that supporters can post at their homes or in
store windows, and signs that are posted by a professional political sign com-
pany along the community’s main streets. Since these signs are small (even
house and lawn signs have limited space), the message should be pithy and
simple. Often the campaign’s tagline works well. Be sure to use graphics that
are easy to read at a distance and don’t try to say too much on the sign. A
message such as “Don’t waste our $$. Vote No on Measure X” with the cam-
paign logo is more than sufficient, Make an effort to get signs posted in the
store windows of local merchants as well as in the front windows or yards of all
your endorsers. This demonstrates the grassroots nature of your campaign.

Billboards. In some communities, billboards are another good way to pro-
mote your campaign. Again, billboard messages need to be simple (not too
many words), to the point and easy to read. Be sure to look at each billboard
that is being offered by the outdoor sign company as some may be in locations
that aren’t useful to you or may be difficult to read either by those walking or in
cars or buses.
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Bus and taxi signs. Bus and taxi signs also can be a good campaign investment
if they are used in areas where they will have high visibilicy. The same criteria

apply in regard to readability, visibiliry and message.

Newspaper advertising. Newspaper ads can be a very effective advertising
medium. In many communities, voters ~— especially those who have yet to
make up their minds about the issue — look at newspaper ads that list endors-
ers to see who in the community is supporting or opposing a particular ballot
proposition. If community leaders they respect are listed on the endorsement
ad, the voters often will follow their lead. Newspaper ads usually are run during
the last two weeks of the campaign when voter attention has turned to the
upcoming election.

Radio and TV ads. Radio and television advertising also can be very effective,
but can be more costly. If money is available, a well-written radio ad campaign
can be very persuasive while also being cost effective. Some of the best political
ads on radio are humorous. They catch the listener’s attention and make a
telling point using humor. Because of that, they remain memorable. Radio ads
usually are run during drive time and on sports shows and popular talk shows.

Television advertising may or may not be cost effective or affordable, depend-
ing on your media market and the effectiveness of television advertising to your
target audiences. If the campaign can afford television and chooses to use it,
the campaign should retain a specialist in political television advertising to help
you get the best impact for your money. Don't hesitate to spend money on
production. A well-written and well-produced spot generally increases its
effectiveness.

Ads should be rested prior to placement or airing. Remember, all advertising
and direct contact (mail) efforts should be integrated with the messages of the
overall campaign and not conducted in a vacuum.

17) Design and implement a targeted direct mail program. A general rule of
thumb-is that a campaign should send at least three pieces of direct mail to
targeted voters. This mail is in addition to whatever mail may have been sent
out by the campaign for the absentee voter program or field operation (precinct
walks and phone banks). Direct mail allows the campaign to target messages to
specific voter groups. The research program will help you determine which
messages are most effective for each targeted voter group. A basic direct mail
package likely would include: an education piece that presents the case against
takeover and dispels common myths; a second piece that is focused on endors-
ers and key issues; and a third which can serve as a get-out-the-vote piece or, if
necessary, a response to attacks or claims by takeover proponents. Additional
pieces with more specific messages and arguments also can be sent to targeted

_voters if the campaign has the funds. If your community includes ethnic groups
with significant numbers that speak other languages, you may want to produce

bilingual mail pieces (and newspaper/radio/TV ads).

18) Use slate cards. Another way to reach voters is by slate cards. Political groups
and some campaign professionals publish slate cards to promote one or more
candidates or ballot measures. Depending on your community, slate cards can
be useful and cost-effective tools. Because third parties produce them, slate cards
can add breadth of support to your campaign. Depending on the laws in your
jurisdiction, it may be possible for a friendly third party or campaign consult-
ant to create a slate card that takes positions on your measure and others.
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19) Implement an Election Day Get-Out-The-Vote program. Using the infor-
mation gathered during precinct walks and phone banks, an organized Get-
Out-The-Vote (GOTV) effort can make the difference between winning and
losing on Election Day. The basic strategy is to make sure anti-takeover voters
get to the polls by monitoring polling places to see which of the identified
voters have not yet voted. These voters are then telephoned by campaign volun-
teers and urged to go out and vote. Sometimes a GOTV effort also includes
driving eldetly voters or others who have difficulty getting to the polls.

20) Thank your volunteers. Be prepared on election night with winning and los-
ing statements for the media. And, win or lose, don't forget to thank your
volunteers and the community leaders who have assisted you during the cam-
paign. Host a party on election night or shortly thereafter to recognize and
thank them.

A final note: Keep records of who your endorsers and supporters were and how pre-
cincts voted. Even if you won this time, you may have to defend your company again in
the future from another municipalization takeover campaign.
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Following are some sample message points' compiled to give you an idea of the various
arguments that your company can develop to defend against a new municipalization
threat. Please feel free to take these ideas and adapt them to your local circumstances.
Tab V contains examples of fact sheets, flyers and other materials that have been used

successfully in past anti-takeover campaigns. You can see from the sample products

how we've adapted the message points to work in persuasive materials.

1. A new public power takeover will be costly and is fraught with hidden risks and
uncertainties.

2. A takeover would involve the electric company’s distribution system only; city
governments still will have to buy their own power in the deregulated wholesale

market.

3. New governmcnt—owned utilities are not immune to the ongoing transforma-
tion of the electric power industry.

- 4. Those communities that seek to take over distribution systems would have to
purchase entire systems at today’s market prices.

5. Municipalization means more bureaucracy and less protection for consumers.
6. Municipalization can lead to higher electricity rates and poorer customer service.

7. Creatinga new government-owned utility is not realistic or economically viable
in today’s new energy environment.

8. Local government inefficiency and inexperience in managing an electric com-
pany could lead to a deterioration of service.

9. A takeover may adversely impact other city services.
10. The established publicly owned utilities cannot be replicated today because the

conditions under which public power was created in the early years of the 20"
century no longer exist.

1 - .. . . . . - 5
These messages arc excerpted from our study Municipalization in a New Fnergy Environment: It Doesnt Work,
prepared for the Edison Elecrric Institute, Seprember 2002.
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Here are 10 more detailed messages that you can tailor for use in
your anti-takeover campaign:

1. Municipalization is a movement whose time has passed. Conditions that worked
for public power in the early 20™ century no longer exist. Federal limits on
municipal bond financing, the absence of additional low-cost federal prefer-
ence power, the fully built-out nature of many of today’s electric distribution
systems, and the newly deregulated wholesale power market all nullify any ad-
vantages that may be available to older municipal utility districts, public utility
districts and electric cooperatives.

2. Local officials have other options available to help consumers manage their
electric energy costs, including aggregation, power pooling and providing in-
centives for efficient use of energy.

3. A crucial factor in the early development of public power systems was the avail-
ability of low-cost federal “preference power,” electricity generated primarily by
hydroelectric dams built by the federal government during the first half of the
20" century. Hoover Dam and Grand Coulee Dam, for example, were built by
the federal government and they generated far more electricity than was needed
by the small communities located near them. The federal government sold
surplus electric capacity at low prices to other entities—primarily government-
owned electric systems in the West—that needed the electricity. Today, how-
ever, that low-cost federal electricity is all spoken for, committed under long-
rerm contracts for decades into the future. Any excess federal hydropower that
is available can be purchased only at current marker prices, not at the below-
market preference rates.

4. There are very large expenses and risks associated with municipalizing that are
hard to predict accurately. The full cost of a takeover and its impact on electric-
ity prices may not be known until it’s too late. Unless a comprehensive, detailed
feasibility study is completed before the measure is put on the ballot, voters
won't know what the impact of takeover will be—on their electric bills or on
their local government’s budget. In the end, the final costs of takeover may be
so large that they actually require that a city raise electric rates to cover the
expense.

5. New municipal utilities will have no advantage in the deregulated wholesale
marketplace. Indeed, the cost of purchasing distribution systems likely would
create severe financial burdens from the onset. Most important, a government
takeover doesn’t address the root cause of the problems that have fueled much
of the municipalization fever to begin with—flawed retail market rules, supply
shortages and transmission constraints.

6. Today’s newly deregulated wholesale electricity markecs are difficult to navi-
gate. And, new government-owned utilities will have to purchase power at
market prices or acquire generation capacity. But even experienced players have
been fooled by fluctuations in the market. Public officials who are not energy
experts may make serious and costly mistakes that will be paid for by local
consumers—in the form of higher rates or higher taxes.
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Example: Rural Lassen County in California organized its electric utility dis-
trice in 1988, much later than most of the other municipal utilities in the state.
Unable to secure long-term discounted federal power, Lassen was forced to rely
on other sources. When the energy crisis hit in 2000, the district had no long-
term power purchase contracts in effect. As a result, in 2001, the district was
forced to raise rates 70 percent. Rates would have increased 162 percent if
Lassen had not been able to persuade a neighboring urility district to pick up a
significant portion of Lassen’s load.

Municipalization may require a city or town to assume large amounts of new
debt, which can lead to the downgrading of the city’s or town’s bond rating.
This may cause other activities funded by bonds, like roads and schools, to
become more expensive or even obsolete.

Shareholder-owned electric companies pay taxes and franchise fees; government
agencies do not. This loss of revenue is permanent and not a one-time cost. It
must be factored into the cost of takeover. Taxes paid by shareholder-owned
electric companies include income taxes to federal, state and local authorities
where applicable, property taxes to local authorities and franchise fees to local
authoriries. The loss of this income must be determined and included as lost
revenue to vartous taxing authorities. How will this revenue be made up—new
taxes?

The takeover process typically takes years. By the time all studies are com-
pleted, legislation is passed, voter approval is obtained and outstanding lawsuits
are settled, as many as 10 years may have passed. During this period, circum-
stances change and the original impetus for the takeover may no longer be a
factor. The energy market conditions that sparked the takeover movement may
be quite different than they were. This uncertainty itself should be a major red
flag for those considering takeover.

Example: The town of Las Cruces in New Mexico and El Paso Electric Com-
pany batted for more than 12 years on a proposed municipalization before
reaching a settlement — the cown ultimately opted not to municipalize.

Establishing a new government-owned utility requires adding a whole new layer
of public bureaucracy. Moreover, itis unlikely that a local government will be
able to manage an electric system better than a sharcholder-owned electric com-
pany with experienced staff. 1f experienced utility staff decide not to transfer to
a new, municipal entity, linemen, troubleshooters, maintenance and repair crews,
emergency service workers, billing clerks and customer service representatives,
among others, would have to be hired and trained. Cities may discover it a
tremendous challenge to run an electric system.
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No Time for Risky Power Play
by Politicians and their Backers

When it looked like we were on the edge of permanent blackouts last spring, a small group of politi-
cians and insiders saw an apportunity to exploit the situativn ta increase their own personal pawer.
But they fargat ta put any new clectricity into the system they propased to buy from PG&E.

- Propasitiens F and | put pofiticians in chargs af our electnaty.

« Under Prap . a city government agency could tssue a billion dollars in bonds without vater 2pproval.
Under Prop I, these can geate new lnes rarse mtes dof
Supavsorsand the Mayor.

‘News ad

+ Muithes measure would generate any mone power than we have today.

- With the ecanomy slowing and San Franciseo facing 2 $100 asllion defic, nav isnal thetime for
arisky poer play

- thore sanlor housing, rebuilding S¥ General and fixing our aging sewer system should be
aur first priority, not a risky power play!

This is a full-page newspaper ad

USCd SUCCCSSEUHY to OPPOSC two N Leave electricity to the electricians.
talkeover measures that were on San Francisco has other problems to selve.
the San Francisco ballot in Too Costly

November 2001. Too Risky

IN Vote NO

AR

¥

Street sign

This is a street sign used in the same
campaign. Note the unifying theme of

“Too Costly, Too Risky”.
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Billboard
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Billboards can help
reinforce your
message.
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~NO oy POLITICS AND BUR
#NOonFandI~

Propositian F and fAeasure I bath would put costly new: layers of government bureaucracy in
¢harge of a basic necessity. They would put San Franclsco utility customers at risk and da nothing
1 solve our entrgy problems.

& Pallticians in Charge - The people with authority over our utllity secvice wauld be pallticians.
There is no requirement that board members have any experience or expertise |n utilitles.

& Vaters Lose- The City Water and Pawer Agency would seil $800 mitfion to $1 billon or mare
in bonds withaut varter approval ta buy out PGRE's pawer lines and poles in San Franciica.
The bonds would have to be paid back by utility customers i their bills in addition to the cost
of the energy they use.

& Ho Solullon - Taking aver PGEE docs nothing to increase the amount of pawer. More
electricity s what's needed to wlve pur vnergy problem. Mast of the power the City aeeds
wwould have to be purchosed on the apen market. putting utiity custamers at risk.

@ Higher Rates - Newes municipai utilities withaut fong term pawer-purchase: cantracts have
higher rates, Lassen Inceeased cates 49 percent and avaided 3182 percent Increase only by
twrming some of its customers away ta anbther utility.

ARHEFRTRR P

T HEREYE LR NGRS RALEXREE. F R T REN
2. QRMERNZANESTAGR, LUARBRENNG HAL.

@ Caylion - Act carefully. Do we really want a government-run utllity system?
Vote for solar energy, Proposltians 0 and H = 3 berter idea than F and 1

REANDFEAE? - A%, (LTARANLASERYDTR. QERS IS
. BB, AR M EHELMBANFATR,

RRRHZEARTT - THRRLATR, LT EIAR NS ANKT &0 E BT
Yes, i want a solution to our powre problems, nat more cortly bureaucracy! A ETACATAARAL, REEQ+EARN TR, AURBAFOARE
LEIERITK DR

O ¢ want to became a member of the Coalltion for Affordable Public Services.

HETM RS ER? - G LTHRARN L AFLAREE. ROADIUEEA

And rece’s my contribution of 5 0 CAPS? IMBROAT AR, F B KIETHARRCLQAE LN, HATARE
1um,
Q Yet, you may use my name.  Signature:
RN ROT - WA RERTZIN R, RLLOLNFERATRLA.
Nome: Phone: FEA RSO ELasen) B ARATRNT S0%, L1154 GRCE2%
Address: Fax: HLEANBMARMREST HRA,
City/sTZIp: Email: RiER! - ROLKGHE, RNOR-~QEASFORASERR? R2Y, I8
o’ LETILTF R R
Coatiion for Aftardabl Public Services A Contiion of Hiexgnparhaass, Duriamyen Large a0 Smail.
Twa Embarcadero Center, 1200 » SenFronciseo, CASKT 11 ‘actic (3% B Tl Ca. Labor and Cantomen
pES
£, nE-RIANARAARORE, FRILARAR CHR
g MOART AL ARARIMAR, NRBBS____  OCAPS
u 8 AeRURNL. N
nE: LELL
e LY
N, IrRARAA
aﬂ samuunmzcun Cosson e ATl At Srvces
Leatlet e be
t1innsansT San Francnes, G 34111

This leaflet, in English and in Chinese, was
used both to convey information and recruit
supporters.

1
{
1

a YEs, I oppose the Municipal Utility
District in San Francisco.

\,

NAME:

Coalitlax for
Affordable Public  appgess:

Support CaId ‘Services (CAPS)

PHONE (H):
Two Embarcadero Cir.
. . Suite 200 Prione (W):
The use of support cards like this SanFomtacs, po
. Californa 94111

one enables a campaign to get B
permission to use someone’s {1 Yes, you may use my name publicly.
name publicly as an endorser. Soprune
Another idea is to use a postage-
paid reply card to make it easy
for Supporters to respond_ Your Rerurn Name & Address. 00

e e e wTRmr

sEotn

Coalition for Affordable Public Services
Two Embarcadero Ceuter, Suite 200
San Francisco, California 94111

&3~ Oy Printed on Reeycled Papee
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Absentee ballot

Once you have identified people who are committed to voting your way, you should
encourage them to vote by absentee ballot. This is an absentee ballot request form
produced by the campaign but with the specifications required by law.

oo Your UTiLITY s UNDER ATTACK.
e .
To Receive Your
Ballot by Mail:
evsaidty dumibauon system. CIECR T AUKE SUKE A (HIR
R 10ORM 1S COMWRLTL
Marmrel =
XN AND QAT 1RO
u i8]
Ve ary EPITETIR OF CXpOrSe in Lniftior CATION
e 20196 WD DR e e
10750 QIS 000044 *0H 0'd Ve W ™
ICES .
i uoneiodio] 3994
Apeuicaman ron Ay sasmITeE pauLoy
e o ol B L R
povk
e
st oo —
e e iGame W3 Mo LaaHxrm my_hm“"__‘_
— e
ST
—-— —— I ety BUSINESS REPLY MAIL
kol A Fam S AT FIRST-GLASS MAIL PERIIT RQ. 27117 SAN FRACISCD €A
4 TELEPHONE NUMIER: 1 S} + e POSTAGE WILL BE PALD BY ADDRESSEE
s ot ot e st 9 R ot — e ons
::1-.--‘- 550 KEARNY ST STE 107
ox Towagecs 1, S £ 7 8 vaad) "n’unl__ prro SAN FRANCISCD CA 54108-9805
o s ey T e
e
Bz
B
- e [
Al (D Cote T VT T alablill,

Letters .
Here are sample pitch letters used to recruit supporters from targeted groups, in these
cases utility company shareholders and local public officials.

B PG&E Corporation.
e e O ——— [SAMPLE LETTER TO A LOCAL OFFICIALY

i
Ociaber 9, 2001 August 26,2008
Dear San Franviscn and Nishane Shardilders, Homarable Councilwoman Q00
Valley Grave City Council
There are two measures on the Havenbet ballor this (all that threaten to harm you as 3 City binll
consumer of elrcieity and 24 2 PGEE Comoration sharcholder, Valey Grave, 1 90000
Peposivon F lp San FRncisto and Mcasure | o S3n Franciko and Hrishane would Deas Cauncllwoman XXXX:
30 the process of munlcipsl tkerer of Pacific Gas and Blectric Company's (PGRE'SY
clostric systcm and replace ft witl 3 Eeverninent-run elecirlc wtliy  There has been moch diseussion Lately about ways pus community can weather the
curmeat i, Includl propenala o “unicipalls” loclwily servicon o
= The cneryy vrisis in Californla is being addressedd by bulliing nes: pawer plants may recall that my colleagues and [ et with you on this issu several weeks ago.
o supply e cncriy e heval. Taking user PGRE local disuhotin sysern In
S Francisew and Brisbans il do sbsohutcly nothing (o address the aceu foc Lunderstand that on Septeanbas [1,the Clty Counch 1l bold 2 fﬂfmﬂf‘m
are POweT. o

aunicipal keover of local power, telephone and cable systems. As the Chalrwoman of
the Valley Organizing Committoe far AFfordable Local Sesvices (VOCALS), 2 coalition of
more than 1,100 local residents and bustiiesses, | ain writing to express our strong
opposition ta the municipalization approach.

Ratcs would nex gu down. Thie goverminent 2pencles croaed by diese Iwo
measurcs would have to pay PGEE more than §1 billion fur war sysem. The
smanty would mme from revenue bands tssued withous voter appraval and paid

brack by clectsic customices (n theis regulat sontlly bills on top of the cliages VOCALS membery believe that any city taknover of utlity would be a grave disservios
for efeatric service. ta residential ratep: d could bave a Y " local bosioess
environment. The study will be a waste of taxpayers’ money and will do nothing t
= The goverment wility weuld bave t buy power, Currently, city-awned prrarr ‘address the energy crists o improve utility serviee. } am enclosing a fact sheet that
15 used o sarve povernment opections amd, theough sk, Hold down Lxes, A1 provides nfarmation about why o municipal takeaver would be a mistad for Val
bext, snly shaut 3 thinl of the eleciririty could came fram oty-owned sources. Grove. We strongly urge your :EFosiﬁon t0 this costly end illconceived study, and hope
The rext would have 10 be purchased on the open market. The govemmant-run that you and your rollen; i take tis opportunty 0 cject e noion of putting
ity and s customers would face Uiz kame risks Lt have plagued PGRE and essentinl city services in the care of s netv city burcaucracy.
the Suate of Californiz. . .
Several members of our organizmtion will attend and testify an this lssue at the
s Customers would not be ahle W choose whedier they say with PGAE or be ugcoming hearing and share our views with the Clly Council We remain “;ﬁ”—!bh Lﬂ .
servesl by the govemment-run udlly and TG&E would na Jangee be able 1o answer any questions about this issue- Please do nat hesitaice to contact me LT may be o

pravile maintenance, repair ard croergEncy eloqic scTvicss 10 1S customers i service.
San Frnctaco and rishane. Yery truly yours,
Tropusition F and Mrasure [ must be defeated. Please support PGAE and your fellow
<o iy YOTING NO an Propaaition F In San Froochksco and Moasure | Lo
San Franciaon and Brishane. Antonta Carvern

Chaicwoman

Slacerel, Vallry Organizing Committc for Afordable Local Servias

W/?——— /— Entlosure
Tatsert 1. Hyon, 2.

Chainman, CEQ and Fresideat
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Consultants

Following is a partial list of consulting firms that have been active in conducting
municipalization feasibility studies.

R.W. Beck, Inc.

1001 Fourth Avenue, Suite 2500
Seattle, WA 98154

(206) 695-4700

*Conducts studies nationally for local governments

CH2M Hill

6060 South Willow Drive
Greenwood Village, CO 80111
(303) 771-0900

*Conducts stucdlies nationally for shareholder-owned electric companies

EES Consulting

570 Kirkland Way
Kirkland, WA 98033
(425) 889-2700

“Condiucts studies nationally for local governments

Henwood Energy Services

2710 Gateway Oaks Drive, Suite 300
North Sacramento, CA 95833

(916) 569-0985

*Consults for businesses

Navigant Consulting, Inc.
615 N. Wabash Avenue
Chicago, IL 60611

(312) 573-5600

*Consults for shareholder-owned electric companies

Scientech RCI

4501 Indian School Road, N.E.
Albuquerque, NM 87110

(505) 244-7600

*Conducts studies for shareholder-owned electric companies

Stone & Webster Division
The Shaw Group

8545 United Plaza Blvd.
Baton Rouge, LA 70809
(225) 932-2500

*Conducts studies nationally for shareholder-owned electric companies
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Public Power Checklist

Even if you are not currently threatened by a municipal takeover, it’s a good idea to have
an understanding of public power issues in your community.

v Study local government-owned utilities in your area.

¢ Compile a list of all government-owned utilities in your area or state.

¢ Determine the year each was established.

s Look at the average rate each charges. Be sure to use comparable figures.
* Analyze this information to see what facts stand out.

o If any of these districts were formed more recently than others, do they charge
higher rates? Detail what is happening in those newer districts that make them
different from older ones.

» Do the lower-cost public power entities have access to low-cost federal preference
power currently fully allocated?

v Analyze feasibility studies that may have been conducted in your region, either com-
missioned by local government agencies evaluating rakeover, or commissioned by
shareholder-owned electric companies to counter takeover efforts.

v Compare the quality of service offered by local governmental agencies and by your
shareholder-owned electric company.

» Is there a good story to tell?

s Are services currently provided by local government agencies well managed, safe,
reliable and responsive? Look at municipal bus service, water service or others.

s How does the public feel about electric utility service? If electricity service is not a
problem, should that service be put at risk by changing to a government-run system?
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Get The Facts About Our Nation’s Publicly Owned Electnic Utilities

FACT: Over 90% of Publicly Owned Electric Utilities Serve Fewer Than 20,000 Customers.
¢ The “average” municipal utility serves 9,260 customers.'

¢ According to the American Public Power Association (APPA), 1,733 municipal utilities — or 86.3% of the
total number (2,009) — serve 10,000 customers or fewer, while 1,872 munis — or 93.2% of the total - serve
20,000 customers or fewer.?

¢ Only 24 municipal utilities — or 1.2% of the total number — serve more than 100,000 customers, while 65
munis — or 3.2% of the total — serve 10 customers or fewer.?

FACT: Over 1,500 Public Power Utilities Generate $10 Million or Less in Annual Revenue.
» Of the 2,009 municipal utilities, 1,523 — or 75.8% — generate less than $10 million in annual revenue; 569

munis — or 28.3% — generate less than $1 million.

* Only 72 public power udilities generate more than $100 million in annual revenue.

FACT: Over 1,900 of Our Nation’s Public Power Utilities Were Formed Before 1960.

» According to APPA, the number of municipal utilities has not changed significantly since 1988.

Year Number of Municipal Utilities*

1988 1,997

1989 1,994

1990 2,011 )
1991 2,007

1992 2,017

1993 2,007

1994 2,005

1995 2,014

1996 2,010

1997 2,013

1998 2,009

1999 2,012

2000 | 2,009

2001 ‘ Data not available as of 8/29/02

* More than 500 municipal utilities will have celebrated their 100-year anniversaries by 2005. That means
500 munis — or about 25% of the total number — were formed by 1905.°

'According to the Energy Information Administration, there are 2,009 municipal electric utilities in the U.S., serving a total of 18,604,131 ultimate
customers (all residential, commercial, industrial, etc.).

2 American Public Power Association, 2001 Annual Directory and Statistical Report.

3 Municipal urilities with less than 10 customers include joint action agencies and other wholesale utilities.

4 Based on Energy Information Adminiscration data in the publications Electric Power Annual and Electric $ales and Revenue.
5 See, APPA Web site, www.appanet.org.
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Government-Owned Power

In today’s digital age, Web sites are a vital communications vehicle. According to a recent “Media in Cyberspace”
survey conducted in conjunction with Columbia’s School of Journalism, reporters are increasingly dependent
on Web sites as a primary source of information. So, if your company is defending itself against a government
takeover, it’s critical that you give your Web site the attention it deserves—remember to keep information
updated and relevant to your campaign. It’s also important to know what other information is available to the
public through the Internet.

What's Already Out There?

Following is a partial list of Web sites* that provide information about public power and government-owned
utilities. ‘

» American Local Power Project: www.local.org
The site supports local public power and municipalization efforts. There are links, reports, and news on
municipalization, with an emphasis on California.

e American Public Power Association (APPA): www.appanet.org
Primary trade association for the government-owned electricity industry. Strongly supportive of current
government-owned utilities and new government takeover efforts. Resources include:

* www.appanet.org/ about/why/answers/straightanswerstoc.cfm
APPA fact sheet on the advantages of public power.

* www.appanet.org/about/statistics/ppcostsless2000.pdf
APPA fact sheert detailing the cost advantages of public power.

» www.appanet.org/Links/index.cfm
Listings of government-owned power projects around the country, by state.

¢ Association of Washington Cities: www.awcnet.org v
Founded in 1933, the Association of Washington Cities (AWC) is a non-profit, non-partisan organiza-
tion that represents Washington’s cities and towns before the state legislature, the state executive branch,
and with regulatory agencies. The AWC provides technical assistance on energy issues.

 The Bay Area Economic Forum: www.bayeconfor.org
San Francisco-based group that has conducted research on the economic impacts of new public power.
Resources include:

s www.bayeconfor.org/pdf/ElectricMuni.pdf

Economic analysis of government takeover efforts in San Francisco.

*Web site URLs correct as of August 26, 2002.
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California Taxpayers Association: www.caltax.org

California taxpayer advocacy organization. The site contains research and opinion pieces on energy policy and
restructuring, including government takeovers and public power. Resources include:

» www.caltax.org/energy.htm
Research, stories, and opinion pieces on government energy policy.

¢ www.caltax.org/municipalization.htm
Articles and information on public power.

Dam Cheap Power: www.damcheappower.com

A site created by supporters of the effort in Montana to “buy back the dams™—Montanans for a Secure Energy
Future. Resources include fact sheets, frequently asked questions about I-145 (the state ballot initiative), and a
news archive. '

Federal Power Marketing Administrations (PMAs):
The role of power marketing administrations is to market and transmit electricity from federally owned hydro-
power projects. Government-owned utilities are eligible for preferential access to below-market cost power from

the PMA:s.

 Bonneville Power Administration (BPA): www.bpa.gov

» Southeastern Power Administration (SEPA): http://sepa.fed.us
* Southwestern Power Administration (SWPA): www.swpa.gov
e Western Area Power Administration (WAPA): www.wapa.gov

Governing: www.governing.com

Governing is a monthly magazine whose primary audience is state and local government officials: governors,
legislators, mayors, city managers, council members, and other elected, appointed, and career officials.
Governing is published by Congressional Quarterly, Inc.

Large Public Power Council: www.lppc.org ,
LPPC is an organization comprised of 24 of the nation’s largest locally owned and controlled power systems.
Resources include a history of public power, a list of public power benefits, issue analyses, and a public power

glossary.

League of California Cities: www.cacities.org
An association of California city officials, this organization does not advocate government takeovers directly, but
does offer some brief information on how to form a government-owned utility.

New Rules.Org: www.newrules.org/electricity
A site with an anti-globalization focus, this organization promotes local control of the power system. The site
contains reports on public power, cooperative energy ownership, and green power. Resources include:

 www.newrules.org/electricity/stl.html
Link to the book Seeing the Light, which urges local control of the electricity system.

Power to the People: www.powertothepeople.org
Pro-public power takeover site, with a California emphasis. This site bills itself as a discussion forum of public
power and public power takeover initiatives.
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Public Power Now iMagazine: www.publicpowernow.org
Pro-public power news site with an environmental slant. Includes reports, advocacy, and links to public power
organizations and advocacy materials.

Public Utilities Reports (PUR): www.pur.com/
An online resource for public utility information covering local, state, and national energy and power markets,
deregulation and restructuring trends, energy prices, and electric and gas utility rates.

Reason Public Policy Institute (RPPI): www.rppi.org
The Reason Public Policy Institute (RPPI) is a public policy think tank promoting choice, competition, and a
dynamic market economy. This site contains research and reports on the California energy crisis and electricity

issues, including information on government-owned utilities. Resources include:

* www.rppi.org/electele.html

Links to RPPI studies and pubhcauons on the electric industry, including municipalization and

public power.

* www.rppi.org/electricity

RPPI California energy crisis information page.

¢ The Utility Connection: www.utilityconnection.com
The Utility Connection provides links to 4,032 electric, gas, water, and wastewater ut1l1t1es utility associations,
utility organizations, and related state and federal regulatory Web sites.

State Resources

Links to individual state municipal electric authorities/associations may be accessed through:
www.publicpower.com/powerlinks/ municipal_utilities.html

* Alabama Municipal Electric Authority

* California Municipal Utilities Association
* Los Angeles Department of Water & Power
e Sacramento Municipal Utility District

* Colorado Association of Municipal Utilities
¢ ElectriCities of North Carolina

* Florida Municipal Electric Association

* Florida Municipal Power Agency

* lowa Association of Municipal Utilities

* Kansas Municipal Utilities

* Louisiana Energy & Power Authority

* Michigan Public Power Agency

» Missouri Association of Municipal Utilities
» Minnesota Municipal Utilities Association

* Municipal Electric Power Association of Kentucky

* Municipal Electric Systems of Oklahoma

* Municipal Electric Utilities of Wisconsin

* Nebraska Public Power District

* New York Power Authority

* Oklahoma Municipal Power Authority

* Oregon People’s Utility District Association
» Salt River Project (AZ)

* Tennessee Valley Public Power Association
* Tennessee Valley Authority

* Texas Public Power Association

* Utah Municipal Power Agency

* Washington Public Utility Districts Association
« Wyoming Municipal Power Agency
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LIPA
Assessment:

Municipalization Advocates Point to
the Long Island Power Authority
as an Example of a Successful
Municipal System.

A Closer Look Reveals that LIPA
is a Unique Case.
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LIPA: A Unique Municipalization

+ The Long Island Power Authority (LIPA) is being used
as an example of a successful municipalization that
could be replicated in other areas of the country

+ A closer look, however, reveals that LIPA is a unique
case that is not representative of other municipalization
efforts -

— Several factors contributed to LIPA’s uniqueness
— LIPA doesn't show municipal-type rate advantages
— LIPA outsources all of its operations

Several Factors Contributed to LIPA’s Uniqueness

Geography « Financing and Savings Sources (1
~ LIPA is an island utility relatively ~ Low-cost financing offered
disconnected from the grid immediate ratepayer savings

— $226 million: Shoreham savings
— Al assets were held together as " ;
one service territory — f,’o — $108 million: Lower cost of capital

subdivisions — $118 million: Federal income tax
avoidance

) LILC;O B'a;'llftru't:;tcyz' udi — Shoreham property tax issue settied
- Special situation (including Y
Shoreham resource liability) Ass:x:);';tanSfer Process
hastened municipalization -
. F tion P P — Some traditional municipalization
ormation Process hurdles ée.g.,just compensation,
— Streamlined and expedited by stranded costs, and trials and

New York state govemment to appeals) avoided
end LILCO debacle
~ Pre-existing (1986) state-created
holding company structure for
assets

™ LIPA website: www,LIPA.org
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LIPA’s Formation Process Was Not Standard

Requirements LIPA Standard
Municipalization

Create Enabling Legislation (Pre-Existing) Yes
Local Referendum to Create No Yes
Municipal Utility :
Condemnation Process No Yes
Valuation Reconciliation No Yes
Power Supply Acquisition No Yes
Operations Creation No Yes
Financing Yes Yes
Stranded Costs No Yes
Corporate Municipal Yes No
instrumentality of the State of
N.Y.
Plant & System Management Yes No
by Outsourced Profit Entity

Comparison of LIPA to Selected Regional
Average Electric Rates for 2000

17
16

15+

144

Cents per kilowatt hour

Central United Delaw are  Vilage o Onsida- New York
Hudson flumnating Co. Greenport Madison Average

Source; Dapt. of Energy, Energy information Administration, Total System Rate
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FOR IMMEDIATE RELEASE
December 15, 1997

Electric System Municipalization Neither Possible Nor Practical On LI

Could Raise Rather Than Lower Electric Rates

Uniondale, NY — December 15, 1997 — In a letter sent to village officials Islandwide regarding the
municipalization of LILCO's transmission and distribution system by local govemments, Long Island Power
Authority Chairman, Richard Kessel wamed that "not only is it legally barred - it will cost your taxpayers millions of
dollars in legal and consulting costs without any certainty that rates will decline. In fact, they may go up.”

The letter was sent in response to questions raised by some Nassau and Suffolk village officials regarding claims
that the municipalization of electric systems on Long Island would lower electric rates by as much as 50 percent.

"Promises of 40 or 50 percent rate reductions are preposterous,” said Mr. Kessel in his letter. "Most municipalities
have littie to gain and potentially much to lose by taking over the electric system in their communities.

"The only viable, workable plan that will significantly lower electric rates on Long Island is Governor Pataki's plan,
which will reduce electric rates an average of 17 percent Islandwide," said Mr. Kessel. "Everything else is
conjecture and guesswork."

Mr. Kessel explained that municipalization is not possible in Nassau and Suffolk any longer because the “LIPA
statute preempts any Long Island municipality from condemning any portion of the electric system in its town." He
also explained that revisions in New York State's condemnation law requires a municipality to take title to the
electric system it seeks to acquire before knowing the price it would have to pay for the system. “That's like
signing a blank check to LILCO," wrote Mr. Kessel.

According to Mr. Kessel, the Federal Energy Regulatory Commission (FERC) is another obstacle to realizing rate
cuts as a result of municipalization. Because FERC is

“compelling newly formed municipal electric utilities leaving a private utility to pay their share of the local private
utility's stranded costs," he said.

LI's Municipal Systems Formed at Turn of Century

Municipalization advocates usually point to Rockville Center, Freeport and Greenport as examples of successful
municipal systems. In his letter, Mr. Kessel underscored that "all three Long island municipal electric utilities trace
their origins to the tum of the century" long before LILCO was created.

In addition to owning their own distribution systems, the three municipal electric utilities also purchase "very
inexpensive Niagara preference hydro power from the New York Power Authority (NYPA) to meet nearly all of
their power needs," said Mr. Kessel.

NYPA power "is a major reason the three municipal electric utilities have such low rates," Mr. Kessel stressed.
“Any new municipal electric utility would be unable to purchase such inexpensive NYPA hydro power until after at
least the year 2013, since such hydro power is fully committed under contracts until then," he wrote. Kessel also
advised that, after the year 2013, it would be highly unlikely that new municipal systems would receive any of the
low cost hydro power “due to the dependence of current municipal systems on the existing supply."

'86 Tax Reform Act Changed Municipalization Rules
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In his letter, Mr. Kessel also reported that the upstate community of Massena, which is also used as a model by
municipalization advocates, completed its municipalization in 1980, long before tax law changes mandated by the
federal Tax Reform Act of 1986. He explained that example, Massena was able to use tax-exempt bonds to
acquire a portion of Niagara Mohawk's transmission and distribution system, which helped lower electric rate
costs under its municipalization process. However, new tax laws prohibit this except for LIPA.

"LIPA is able to use tax-exempt debt to purchase LILCO," wrote Mr. Kessel. "Any municipalization (anywhere in
the country) that occurs after October 1987 will have to be done with higher cost, taxable bonds."

Mr. Kessel wamed that municipalization advocates usually make rate reduction projections and presentations that
are misleading. The result, he said, could lead unsuspecting and uninformed mummpalltles "down a road that will
wind up actually raising your electric rates instead of lowering them."

Source: Long Island Power Authority Web site, www.lipower.org



U-21870; Ex. UCC-78; Page 50 of 68

EDISON ELECTRIC
| i INSTITUTE

Electric Utility
Municipalization
Issues
Focus Groups

Conducted by:
Market Strategies

Prepared for: ‘
Edison Electric Institute

Portland, Oregon
May, 2002



Edison Electric Institute (EEI) is the association of United States
shareholder-owned electric companies, international affiliates and in-
dustry associates worldwide. In 2000, our U.S. members served more
than 90 percent of the ultimate customers in the shareholder-owned
segment of the industry, and nearly 70 percent of all electric utility
ultimate customers in the nation. They generated almost 70 percent
of the electricity generated by U.S. electric companies.

Organized in 1933, EEI works closely with its members, represent-
ing their interests and advocating equitable policies in legislative and
regulatory arenas. In its leadership role, the Institute provides au-
thoritative analysis and critical industry data to its members, Con-
gress, government agencies, the financial community and other in-
fluential audiences. EEI provides forums for member company rep-
resentatives to discuss issues and strategies to advance the industry
and to ensure a competitive position in a changing marketplace.

EEI’s mission is to ensure members’ success in a new competitive envi-
ronment by:

*  Advocating Public Policy
»  Expanding Market Opportunities

*  Providing Strategic Business Information

For more information on EEI programs and activities, products and
services, or membership, visit our Web site at www.eei.org.
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FINDINGS MEMO

Introduction:

Edison Electric Institute commissioned Market Strategies to conduct two focus groups in
Portland, OR to discuss the issue of municipalization of electric utilities.

One group was comprised of lower socio-economic respondents and the second group was
comprised of high socio-economic respondents. The respondents had to be at least partially
responsible for their electricity bill.

The focus group was comprised of several topics, including:
« A general discussion related to the issue of electric utility deregulation and other
recent topics related to electricity service;
= Discussion about the topic of municipalization, including probable benefits and risks
and probable outcomes of municipalization;
= Evaluation of specific messages supporting and opposing electric utility
municipalization.

Factors such as the small sampling of respondents associated with focus groups and the specific
context of the location selected mean that this research is qualitative in nature and as a result,
conclusions drawn within this report should be treated in that context — to provide a sense of
direction, not the definitive word.

The Context of Discussion:

In any focus group, there are contextual factors that underlie the discussion. These factors in
Portland include:

= Many respondents note the virtue of the local climate and natural beauty as the key
benefit to living in Portland. Respect for the natural beauty of the Oregon landscape
appeared to be a strong value held by respondents in both groups, and was a major reason
people have chosen to move, remain, Or return {o Portland.

= The local electric utility, Portland General Electric, is owned by Enron. This is well-
understood by all respondents, and played a role in how people viewed the motivations
and effects of municipalization of their utility.

= There was a general sense of malaise about the effectiveness and efficiency of their local
government. While attitudes of government inefficiency often underlie these sorts of
discussion, Portlanders seemed particularly agitated by their local government. '
Additionally, the Portland area is comprised of several cities, which result in two
overlapping levels of local government (a regional government as well as local town
councils). This adds to the confusion about which government would handle electric
service, and their general criticisms of municipal government.

Edison Electric Institute 1
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= Portlanders are generally satisfied with their electric service. The result is a generally low
level of demand for change to the electric utility side of the business. It is likely that a
different electric service territory with a greater history of reliability and service
challenges would probably react much differently to this issue.

General Electricity Issues:

= Most respondents are satisfied with the local electric service. Because they had generally
experienced reliable service, they were almost confused by questions about their
satisfaction with the electricity service. Their response echoed the sentiment that there is
nothing to be dissatisfied about, they turn the lights on and they work.

= Both groups recognized that electricity rates had increased over the past year, the
emphasis on rate increases was more acute among lower socio-economic respondents.
Despite concerns about recent increases in electric rates, few were dissatisfied with the
service. A few lower income respondents who live in rural areas expressed some
dissatisfaction with reliability, particularly the time it takes to restore service in remote
rural areas, however, these respondents were the exception.

= There is a generally low awareness of any activity in the local electricity market:

o All respondents seem familiar that their electric utility is PGE and were already
aware that Enron owns the local utility. They also understood that this meant
their electric utility is investor-owned.

"= As aresult of the current ownership structure and the fact that PGE used to
be locally controlled, respondents were able to compare and contrast a
locally controlled investor-owned utility and an electric utility that is
headquartered elsewhere (such as Houston, TX). The former structure is
viewed as preferable to the current structure due to local responsiveness
and community presence. This, of course, had an impact on their
perceptions of municipalization, since municipalization would result in a
return to local control.

» In addition, respondents’ low regard for Enron was a factor separate and
distinct from the size and remoteness of Enron to Portland. To quote one
respondent:

“Enron is just a large bad company as opposed to a large
indifferent company”
This presented a dynamic of its own which certainly influenced the tone of
the discussion.

o Respondents are also familiar with the California energy situation of last year,
however, many respondents, particularly the lower socio-economic respondents
were relatively unfamiliar as to how the crisis occurred. However, among higher
‘socio-economic respondents awareness of the details was quite high:

= Respondents in both groups asserted that Enron manufactured the
California electricity crisis.

2 Edison Electric Institute
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= High socio-economic respondents did not blame either deregulation or the
marketplace for the California crisis, but agreed that the situation was the
result of a number of failures on both sides. In particular, one respondent
noted that the system failed by not having adequate safeguards to prevent
manipulation of the electricity prices (a failure of deregulation to provide
adequate controls on the marketplace).

» Higher socio-economic respondents understood many of the elements
leading to the California crisis, including:

e lack of new infrastructure due to cumbersome approval. One
respondent noted that this became increasingly problematic
because it is not possible to store electricity, therefore neglect
resulted in an inability to deal with the peak demand periods,

e competitive wholesale markets with fixed retail markets — called
“half-deregulation” by one respondent,

e the requirement that utilities purchase electricity on the spot
market,

e manipulation of the marketplace by generators.

= One respondent incorrectly stated that the California utilities voluntarily
divested their generation for financial gain, rather than as a result of
regulatory requirements.

o Respondents were of the impression that they were no longer purchasing “locally
generated” electricity as a result of competition in California. They viewed this as
a negative outcome for the local market.

o Respondents in the higher socio-economic group were aware of recent electricity
shortages that resulted from droughts.

o Higher socio-economic respondents were aware of a deal last year by Enron to
sell PGE to the local gas utility. Respondents were concerned about the prospect
of a monopoly in the area with one company owning both the electricity and gas
service for the area.

o On the issue of deregulation, one high socio-economic respondent noted that
California is one extremely negative situation, but that Pennsylvania was an
extremely positive outcome. Therefore, as we consider deregulation, we ought to
examine the Pennsylvania example to determine what lessons could be learned.

Edison Electric Institute 3



U-21870; Ex. UCC-78; Page 55 of 68

Electric Utility Municipalization Issues

Attitudes Towards Municipalization:

“They had a hell of a time with the water department,
what would they do with electricity”

Most respondents in Portland had never considered municipalization of their electric utility prior
to attending the group. However, three or four of the higher socio-economic respondents recall
having heard something about municipalization of PGE in the late 90’s, but the idea failed.
Clearly, it is not a serious top-of-mind issue, since it does not remedy a situation which they felt
deserves immediate attention. As a result, respondents tended to change their minds frequently,
and were persuaded by arguments on both sides of the issue.

Asked to list the advantages of municipalization prior to any discussion of the topic, respondents
noted:
= Increased local accountability and decision-making, (including a local place
where people could express their displeasure);
= Increased public involvement and education on issues affecting electric service,
¥ Increased “corporate” involvement in the local community;
= Increased local employment, particularly in head offices; ‘
= Costs would be more stable. Lower electricity rates — possibly as a result of the
removal of the need to pay shareholders;
= The possibility that the electric utility would be able to generate electricity from
local sources, such as wind;
= Potential for rate caps.

The most significant advantages noted related to local control and accountability. Many
respondents noted that they felt that these utilities were more responsive and accountable to the
community rather than to shareholders, particularly given their differing priorities. In addition,
the feeling that people would want to have increased local control may be the result of the fact
that people do not understand their local electric service — local control would therefore empower
and educate them —and for some, the significant increase in electricity prices was inexplicable to
them. Some respondents in the low socio-economic group believed that the profit motive
resulted in the sale of cheap local electricity to other utilities while purchasing more expensive
electricity to supply their customers. As a result, they felt that the change in ownership would
make people more informed and involved and result in less expensive service than would be
received by an investor owned utility.

In terms of disadvantages, respondents clearly had administrative concerns. Specifically, they
noted:
= The potential for confusion, particularly if it is done piecemeal by the various city
governments in Portland;
= Bureaucracy, red-tape;
= Comparison to other local services including education, garbage collection and
water service. One respondent noted that the local water authority takes up to two
years to get water bills to some customers. Some respondents viewed the

4 ' Edison Electric Institute
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education system as over-run by bureaucracy. The garbage collection is a
franchise, owned by the city and contracted-out to private companies — thereby
ensuring a more efficient system. At least one respondent perceived the
municipal water authority to be poorly run;

= Uncertainty regarding the source of money to make such a substantial purchase,
and the potential capital costs, and the potential for increased taxes;

= Inexperience of local government in operating an electric utility. Some perceived
some start-up confusion as the new management adapts and learns on the job;

= The lack of any ability to assure that electricity rates would decline as a result of
the municipalization, and the possibility that electric wholesale charges will
increase because the city would not be a major “bulk-purchaser” of electricity;

The fact that the local residents will assume all business risks associated with
running an electric utility. However, one respondent noted that governments
already bail-out utilities — the municipality will not let the utilities fail (there was
a specific example of this in Oregon in the past) — so residents are already
assuming all the business risk;

= The potential for increased conflict with generators after having appropriated their
assets;

= The possibility that municipalization could make electricity choice more difficult
in the future;

» The potential for environmental issues that the city will have to face. The
potential for municipalities to cave-in to NIMBY issues at the expense of
reliability would increase under municipalization.

The most significant disadvantage cited by respondents appeared to be the concerns about the
ability of local government to finance the acquisition (particularly unexpected acquisition costs)
and the potential for mismanagement and red tape. Some respondents were concerned that a
municipally-owned electric utility would not be able to attract the same level of management
talent as an investor-owned utility.

One concern raised at the end of the higher socio-economic group was about what would happen
to people who were served by PGE but were not within the city limits. The respondent was
concerned that she would be served by a municipally-owned utility without having the ability to
have a say (i.e. a vote), because she is unable to vote for the mayor of Portland.

Despite the positives and negatives, some respondents’ greatest reservation about
municipalization was that they were uncertain that there would be any benefit given that the
electric utility does not generate its own electricity. This is not a disadvantage, it is merely a
reason for inertia — if it ain’t broke, don’t fix it.

Edison Electric Institute 5
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Statements In Favor of Municipalization:

Respondents were asked to evaluate four statements in favor of municipalization and rank them
from the most persuasive to the least persuasive statement in favor of municipalization. The
chart below indicates the number of respondents who ranked the statements as most persuasive
to least persuasive, followed by the average (mean) ranking of the groups (lower mean scores
indicate that a statement is more persuasive) :

MOST LEAST
PERSUASIVE PERSUASIVE
STATEMENT i FIRST | SECOND | THIRD | FOURTH | MEAN

Municipal electric systems are
eligible for special advantages, like
tax-free bonds and low-cost power
from federal hydropower projects. 6 10 5 0 1.95
These advantages allow a municipal
electric system to offer lower
electricity rates.

Because of its local focus, a
municipal electric system offers
more accountability to customers
than a distant shareholder-owned 10 3 5 3 2.05
electric company. More
accountability means better service,
high reliability, and low rates.

A municipal electric system will be
run for the benefit of the citizens,
not distant investors in a huge 3 8
corporation, so there is less chance
of steep price increases or inflated
rates.

g8 . 2 2.43

Given the mixed results of
electricity restructuring in a number
of states, a municipal utility is an ) 0
insurance policy to counter the
possible downside effects of
electricity restructuring.

3 16 3.57

Although the rankings and averages are not statistically representative because of the small
sample and the nature of the sample selection (focus group respondents), the purpose of the
rankings is to provide a general sense of the overall ranking of the statements.

LOCAL FOCUS, MORE ACCOUNTABILITY, BETTER SERVICE, HIGH RELIABILITY, LOWER RATES.

Although this statement had the second highest average score, more people rated this as most
persuasive than any other statement. (Five in each group)

6 Edison Electric Institute
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Local control and accountability made sense with their emotional appeal. This issue was raised
strongly in the earlier part of the discussion as a reason for municipalization, so it resonated with
their own thinking.

In the higher socio-economic group, one respondent noted that municipalization would turn bad
electric service into an election issue, which should pressure for improved service. However, it
is important to remember that people here already found their electric service to be good, so in
this case it is likely that the deterioration of electric service would be the election issue.

In the lower socio-economic group, several respondents who did not rank this statement highly
noted that they were already getting excellent service from PGE, so they could not see a
municipal utility giving them “better” service.

However, a few respondents in the lower socio-economic group noted that they would define
service as including the power generation.
One female respondent in the lower socio-economic group stated, “We have sold a lot of
our power away. And I consider that a part of service, with power that’s generated
elsewhere, I don’t see that as responsible or beneficial to me. So I would look at service
as more than what’s coming into my home.”

A male respondent in the lower socio-economic group echoed that comment but phrased
it more in the context of accountability: “It’s going to affect accountability. They
definitely aren’t going to sell cheap power to somebody else and then sell higher priced
power to local ratepayers.”

Would it have made a difference if Enron didn’t own PGE? One respondent in the higher
socio-economic group noted that Enron made no difference because any corporate ownership
could be compared to local control and more local influence. However, another respondent
noted that she did not believe municipalization would even be on the table had it not been for the
Enron situation. Respondents in the low socio-economic group reflected the latter argument.

SPECIAL ADVANTAGES, TAX-FREE BONDS, LOW COST POWER, LOWER RATES.

This statement was the second most popular in terms of the number of people who ranked it
number one, but most persuasive on average.

Some respondents noted that this statement contains a concrete measure to contain costs — tax-
free bonds. This opportunity to save money was seen to reflect one of the main reasons they
would have to municipalize in the first place, lower costs.

Others noted that hydro power could be cheaper than existing sources. In particular, there are
perceived advantages to the hydro power by virtue of the fact that the electricity is locally
generated, and less expensive. Certainly this argument addressed the earlier concern that
municipalization would not reduce the cost of the electricity, providing respondents with a sense
that a cost savings could be achieved.

Edison Electric Institute 7
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The flip side of this argument, however, is that the debt required to acquire the utility could
affect other capital projects by the city — this statement is reviewed below in isolation, but was
raised as a point of discussion on this statement. While respondents were split on the question of
the financial ability of the city to take on the debt, this did not change their perceptions of the
benefits of cost savings associated with cheaper hydro.

RUN FOR THE BENEFIT OF CITIZENS, LESS CHANCE OF STEEP PRICE INCREASES.

Despite the fact that the respondents made certain comments along the same lines as this
statement — particularly the concerns about the distant huge corporation — in the open-ended
benefit discussion, this statement ranked as the third most persuasive statement overall.

Respondents indicated that although this argument was not bad, the top two reasons were
accountability and a tangible potential for lower rates spelled out in the earlier two statements.
Furthermore, the conclusion that the electricity prices would be less vulnerable to steep price
increases was not logical based on the information presented. Because the municipal utility
would not generate power, they did not feel that municipalization in itself would reduce the
probability of lower rates.

COUNTER THE POSSIBLE DOWNSIDES OF RESTRUCTURING.
This statement was ranked lower across the board. Respondents generally did not feel that
municipalization would have any effect given the experience in California, and given the fact

that ownership and operation do not necessarily correlate.

One respondent in the lower socio-economic group observed, “There are several municipally
owned utilities in California that suffered as bad as some of the others, weren’t there?”’

Another respondent in the lower socio-economic group noted that restructuring is in the hands of
the politicians, therefore, the downside risk remains and the decision is politicized.

8 Edison Electric Institute
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Electric Utility Municipalization Issues

Statements Opposed to Municipalization:

Respondents were also provided a second set of statements opposed to municipalization, and

asked to rank the statements from most to least persuasive against municipalization. The chart
below indicates the number of respondents who ranked the statements as most persuasive to least
persuasive, followed by the average (mean) ranking of the groups (lower mean scores indicate
that a statement is more persuasive):

MOST

PERSUASIVE

LEAST

PERSUASIVE

First

Second

Third

Fourth

Fifth

Sixth

Seventh

MEAN

There are very large expenses
associated with municipalizing the
electric system that are hard to predict
accurately. The final costs can be so
large that they actually require that a
city raise electric rates to cover the

expense.

3.05

Municipalization may require a city to
assume large amounts of new debt
which can lead to the downgrading of
a city’s bond rating. This may cause
other city activities funded by bonds,
like roads and schools, to become
more expensive or even impossible.

3.62

It is unlikely that-a local government
will be able to manage an electric
system better than a shareholder-
owned electric company with more
experienced staff. Cities may discover
it is a tremendous challenge to run an
electric system due to environmental,
safety, and reliability issues.

3.76

There is no guarantee that
municipalization will result in lower
electricity prices. The unexpected
expenses of municipalization could

even mean that rates go up.

Providing electric service is not a
proper role for local governments.
This service should be left to private
businesses, which are more flexible

and efficient.

3.95

4.48

Municipalized electric systems in
states that later choose to institute
competition or retail choice programs
may prevent consumers from enjoying
the benefits of a competitive market.

4.57

Edison Electric Institute
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Municipalization usually only involves
a takeover of the electricity lines and
meters of the electric system, not
power plants. City governments will
have to buy all of their electricity in a
wholesale electricity marketplace
subject to frequent price fluctuations. 3 2 1 3 3 4 5

4.57
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As noted above, the scores themselves are not statistically valid, however, they are provided to
provide a sense of the overall ranking of the statements by the group.

LARGE EXPENSES, HARD TO PREDICT, MAY REQUIRE CITY TO RAISE RATES.

This statement resonates with people’s most significant concern about municipalization — the
fear that change could actually worsen a pretty good situation. Because people are generally
satisfied with electric service, they see no reason to place this at risk for a small potential benefit.

However, some of the respondents felt that by the time the situation moved along, the problems
would be ironed-out. However, this was clearly not a sentiment that resonated in the group.

NEW DEBT, DOWNGRADED BOND RATING, MAKE OTHER CITY ACTIVITIES MORE EXPENSIVE.

Respondents understood that this was a risk, however, the positives of cheaper power and tax-
free bonds are undeniable outcomes whereas the risk of decreased ability to raise capital in the
future was not a certainty.

Some respondents felt that given the city’s track record on other issues, it was more likely that
the risk that the city would sink itself into debt would outweigh any benefit from tax-free bonds.
One respondent noted that bonds are rated on the ability of the taxpayers to repay the bonds.
This respondent’s assessment of the situation is that Portland is a strong community with the
ability to repay. Furthermore, there was a sense that because acquisition costs would be known
in advance, the city would be able to assess their ability to handle the financial burden in
advance, thereby minimizing the default risk.

However, a parent of several school-age children was affected by this statement. She noted the
deterioration of the school system, and she would be concerned that this would further strain the
city’s ability to fund schools.

ELECTRIC SERVICE IS NOT THE PROPER ROLE OF GOVERNMENT. LEAVE TO PRIVATE BUSINESS,
MORE FLEXIBLE AND EFFICIENT.

This statement was the most polarized statement tested. While six respondents placed it as the
most persuasive — all of them were from the high socio-economic group — six respondents — all
from the low socio-economic group — ranked it as their least persuasive statement. Furthermore,

more people placed the statement on the bottom half of the statements than placed it on the top
half.
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This statement seems to be less persuasive, particularly among the lower socio-economic group,
because it is ideological. To find this statement convincing, one would first have to be persuaded
that electricity is not a “public good.” Failing that, the person would have to be convinced that
government is inefficient in providing this public good.

It is difficult to argue that a service such as electricity is not a public good, given the universality
of service, and the essential nature of electricity. Government is already involved in this and
other public utilities through the PUC. Some respondents noted that the government is needed in
this sector to prevent a free-for-all in the electricity marketplace. Compounding this problem is
that there are precedents of other municipally-owned utilities, thereby establishing that this is
arguably a proper function of government.

One lower socio-economic respondent said, “For me it was the first sentence. .. not the
proper role of government. It could be. It depends on the area. I don’t see that as a
convincing argument not to look at the possibility.”

Some respondents in the higher socio-economic group noted that the city is responsible for
roads, but does not build and maintain the roads. They contract it out to companies who maintain
the roads to their standards. As a result, they can conceive of the city being responsible for, but
not running an electric utility as a more optimal solution. In essence, contracting-out the
maintenance of electric service on a tendered basis.

Finally, respondents were split over whether the government is inefficient in providing this
public good. In the lower socio-economic group, one respondent noted, “history has shown that
private companies are not more flexible or efficient.”

ONLY INVOLVES TAKEOVER OF LINES AND METERS, NOT PLANTS. GOVERNMENTS WILL HAVE
TO BUY ELECTRICITY IN WHOLESALE MARKETS WHICH IS SUBJECT TO PRICE FLUCTUATIONS.

People rated this low because they felt these risks could be mitigated through long-term
contracts. Besides, municipalization would not change the “risk” of price fluctuation. They did
not naturally conclude that governments were inherently less competent at purchasing electricity
on the wholesale market than private companies.

For some respondents, this was just of lesser importance than their greater concern, the size of
the acquisition of such a large asset. According to one respondent in the lower socio-economic
group: :

“I don’t think the city of Portland manages their money very well. And we can see that
with schools and everything else that’s going on, and this was just not as important to me
as where the money was going to come from.”

Edison Electric Institute 11
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UNLIKELY LOCAL GOVERNMENT WILL BE ABLE TO MANAGE SYSTEM BETTER. CITIES MAY
DISCOVER IT’S HARD TO RUN SYSTEM DUE TO ENVIRONMENT, SAFETY AND RELIABILITY ISSUES.

It was felt that the ability of local government to manage an electric utility was highly dependent
on which municipal government was being discussed. In the abstract, this statement is not
persuasive because it was felt that one municipality could operate efficiently whereas another
could not. Furthermore, some respondents noted that municipalities often operate utilities, so the
assertion that a municipality cannot operate a utility was flawed.

However, if the message is made more specific to a particular jurisdiction, particularly a poorly
run municipality, the effectiveness of this argument would likely be stronger. Respondents noted
huge disparities in local governments in their own areas, which would greatly affect how they
responded to this statement.

Another respondent noted that cities are already burdened with enough responsibilities, without
being burdened by one more high priority.

In the lower socio-economic group, one respondent noted that there would be significant changes
to the structure, not least of which is the fact that the employees would become government
employees. She felt this could affect how the utility is run (either positively or negatively).

INO GUARANTEE OF LOWER RATES, UNEXPECTED COSTS MAY RAISE RATES.

This argument rated fourth overall. The general discussion seemed to indicate that although the
statement is true, they were more concerned in the immediate term about the probability that the
municipality would mess-up the acquisition — a potentially very large cost.

IN STATES THAT LATER INSTITUTE CHOICE, MAY PREVENT CUSTOMERS FROM GETTING v
BENEFITS OF COMPETITION.

Because there was no major demand for customer choice, the possibility that choice could be lost
did not generate any significant concern. Even in the final argument stage (when respondents
were asked to encapsulate the reasons in favor and against municipalization), this argument was
not raised anywhere.

12 Edison Electric Institute
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Proponents and Opponents of Municipalization:

The discussion had an element of confusion associated with it because respondents were unable
to envision who would be the proponents and who the opponents of a municipalization effort.
Unable to discern the “white hats” from the “black hats” gave the respondents some trouble in
determining who would be best served by municipalization:

= Both Enron and PGE were assumed to be potential supporters and opponents.

o Some believed Enron supported municipalization because a recent deal to sell
PGE to a local gas utility left them without a buyer for an asset they were
trying to sell.

o Furthermore, respondents were confused about the issue of Enron’s
insolvency. They appeared to think that their financial difficulties meant they
are eager to divest any asset. In essence they were assuming all assets are
financially burdensome.

= Some believed that PGE and their employees favored municipalization because it
would disentangle the company from the problems facing Enron.

* One respondent noted that the city would be interested in purchasing PGE in order to
generate a revenue stream to pay for other programs and services such as education.
However, there were others who did not believe the mayor would be interested in
assuming the responsibility of an electric utility.

Other possible proponents raised included:
= The citizens of Portland;
» Corporate America (corporate consumers of electricity seeking lower costs);
= State commissioners; ' ’
= PGE employees;
»  Metro or local government officials for the revenue possibilities;
= Progressive politicians (incl. Greens) seeking election.

Possible Opponents include:
= Portland’s mayor — the city considered municipalization in the past but rejected it;
= Other potential purchasers of the utility (other IOU’s);
= Enron creditors;
* PGE employees, because they don’t want to be government employees.
» The state, because this could impose fiscal burden on the state.

One respondent noted that although he did not think the “city” (government) was in favor of
municipalization due to the large debt load required to purchase such an asset, that he believed
there was a populist element in the city who would support this due to a mistrust of corporations.

Edison Electric Institute 13
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Final Reasons for Supporting and Opposing Deregulation:

Having spent nearly two hours discussing the issue of municipalization, respondents were asked
again to state the main reasons for supporting or opposing municipalization. They were asked
whether they support or oppose municipalization and the most persuasive reasons for and against

the idea.

The following chart depicts the main reasons cited at the end of the group — in favor of and
against municipalization — along with the reasons cited as their principal reason in favor and

against municipalization.

Reasons to Support Municipalization

Reasons to Oppose Municipalization

Local Control o>

Local Accountability & & <
Lowerrates ¢ ¢ &

Build local resources «<«—«17T
Cheap Hydro ¢ @

More jobs/ job security T

More adaptive to changes in local
circumstances &

Knowledge of the local situation ¢«
Fresh thinking <

Uncertainty D

Acquisition costs D ¢

Risk of incompetence <<«

Ret tape and bureaucracy & T

Inefficiency ¢ ¢ @

No guarantee of lower rates <<

Not the role of government (low priority) & & &
Is the city capable of running an electric utility
Added risk assumed by taxpayers & T

Added burden on the city

Past track record of local government

Still no control over generation «—

< Low Socio-economic respondent in favor of municipalization
T Low Socio-economic respondent against municipalization
S High Socio-economic respondent in favor of municipalization
¢ High Socio-economic respondent against municipalization

In the high socio-economic group, two people ended in favor of municipalization, while nine

were opposed. This represented a pretty significant s

hift from the early part of the group where

the respondents were roughly split on the issue.

In the lower socio-economic group, seven respondents were in favor of municipalization while
three were opposed at the end of the group. This represented a slight shift in favor, however, the
more important observation here is the difference between the high and low socioeconomic

groups.

Local accountability, local control and lower rates were seen to be the most compelling reason to

support municipalization at the end.
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On the issue of local accountability and local control, people were generally not dissatisfied with
their service, so they were attempting to ensure that the service would remain good, particularly
in the face of a potential PGE sale.

One respondent noted a loss of local control of many things in Portland. Some of the reaction
towards municipalization is a call to increase local control.

Asked toexplain the change in their attitudes away from municipalization respondents noted
their reflections about how poorly past municipal issues had been handled and the absence of a
consequential long-term benefit to the idea. In addition, municipalization also risked
“ratcheting-up” government involvement. It was felt that the size of the city’s commitment
necessary to run an electric utility would negate any potential benefit.

In the final analysis, high socio-economic respondents saw no impetus to change the situation,
and a great deal of potential risk associated with the municipalization, which would result in their
taxpayers/ ratepayers footing the bill. Meanwhile the lower socio-economic groups seemed to
see a potential to bring home their electric utility and create a local presence.

Conclusions:

Respondents were generally unaware of the topic of municipalization. Although a few had heard
about municipalization in the context of a local proposal that was rejected in 1999, they had
given the issue very little thought.

Respondents were generally satisfied with their electricity service, and as such were not
clamoring for any changes to how the service is administered.

Topics which activated people to support municipalization, included the concept of localizing the
utility — whether in the case of ownership, administration, or power generation. Municipalization
was seen to be a mechanism for increasing local accountability and control.

The only other significant reason for supporting municipalization was the possibility of
decreased rates. Realizing that the generation assets would not be purchased, somewhat blunted
this benefit, however, the possibility of cheaper hydro and tax-free bonds were definitely positive
in this regard.

In terms of opposition messages, respondents’ greatest concerns surrounded the uncertainty
related to the acquisition of such a large-scale asset. Furthermore, they were concerned about the
ability of a mediocre local government to manage the system. However, equally compelling at
the end of the day is that things are working and that the system should not be placed at risk — if
it ain’t broke don’t fix it.

In the final analysis, municipalization (or more broadly, the ownership structure of electric
utilities) is not perceived to be a big issue in the context of other issues in need of attention, at
least in Portland. However, respondents noted that once the Pandora’s box is opened, it would
instantly become an important issue. In other words, proponents of municipalization should be

Edison Electric Institute 15
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- careful what they ask for, because they might get it. And what they will likely get is a
referendum on the function of the local municipality.

16 Edison Electric Institute
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. APPENDIX 1
LISTED INITIAL REASONS TO SUPPORT AND OPPOSE
' MUNICIPALIZATION

1

UNAIDED ADVANTAGES OF MUNICIPALIZATION

Increased Accountability (service and rates)
Local control

Local decision-making

Greater commitment to end-users

Increased public involvement

Increased local employment (esp. head office)
Lower electricity rates

More responsive to local community
Cut-out shareholders

Take advantage of local resources

More informed consumers

UNAIDED DISADVANTAGES.OF MUNICIPALIZATION

Confusiori if it’s piecemeal

Bureaucracy

Red-tape .

Where’s the money going to come from to buy the assets
Inexperience of local government in operating utility
Potential for increased taxes '

No choice

Potential for increased conflict with the generators
No “volume discount” in purchasing electricity
Capitalization costs

No guarantees of lower rates

Local government / citizens assume all business risks
Potential environmental issues

Edison Electric Institute 17
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Utilities' Campaign, Communities of Color, and Conservatives

Old Utility Monopoly vs. 21st Century Utility

Utilities’ Anti-Solar Campaign and Misinformation Debunked

Utility trade association Edison Electric Institute (EEI) launched a multi-year anti-solar campaign
in 2012 to weaken net metering policies across the country, as reported by The Washington
Post.

In 2012, during EEl's “Board and Chief Executives Meeting” top utility executives discussed an
action plan to confront challenges posed by cheap solar power and to address concerns about
profits in the face of new competition, according to documents uncovered by the Energy and
Policy Institute. EEl discussed a campaign to target state legislators, regulators, and advocacy
groups to slow the growth of distributed solar energy. Two-and-a-half years later, evidence of
the action plan can be seen in nearly two dozen states, and a regulatory effort has been
partially successful in increasing the cost of solar for homeowners, according to the report in
the Washington Post.

Page 59 of 2012 EEI Board and Chief Executives Meeting

Action Plan

O Focus outreach activities on three target groups:

= Customers

= State Legislators/Governors

= Regulators/Consumer Advocates

Protecting Ratepayers? Nope, Profits.
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David Owens, Executive Vice President at Edison Electric Institute, claimed on-the-record with
the Post, "It's not about profits; it's about protecting customers.” But as documents revealed by
the Washington Post story show, these efforts are part of a coordinated campaign to maximize
utility profits, not protect ratepayers. Owens' presentation to EEl's Board stated, "How do you
grow earnings in this environment?” in reference to the increase in distributed solar.

Utilities make their money by building big, new infrastructure projects and then sending
ratepayers the bill. This is exactly why utilities want to eliminate policies that encourage
homeowners and businesses to go solar.

Independent studies show that rooftop solar benefits all ratepayers. Recent reports
commissioned by regulators in Mississippi, Nevada, and Maine, as well as the state consumer
advocate in Vermont, show that distributed solar produces benefits for all ratepayers. By
installing solar, homeowners and businesses can help prevent the need to build new, expensive
power plants and transmission lines; ease congestion on the grid; and help reduce emissions
and pollution. All of these benefits provide savings to ratepayers, whether or not they install
solar.

Furthermore, a recent post by the Institute for Energy Economics and Financial Analysis stated:

Rooftop solar provides substantial benefits for everyone, regardless of who installs it. It helps
power the homes and shops that adopt it, to be sure, but it has far-reaching benefits for other
customers as well...

No less a titan than Sanford C. Bernstein & Co., one of the perennially best-rated firms in
Institutional Investor's annual rankings of investment researchers, has studied the issue deeply
over the past couple of years and comes away with an unequivocal take on the issue: Rooftop
solar, aka photovoltaic solar, means lower peak-hour energy prices for all.

The report from Sanford C. Bernstein & Co. also notes that a four-fold increase of distributed
solar on the California grid reduced system loads so much that peak prices were delayed until
later in the day, when demand was lower. Lower demand means lower prices for everyone.

Utilities’ Campaign, Communities of Color, and Conservatives

The facts haven't stopped the utility industry from using talking points to spread falsehoods
about solar’s impact on low income communities and electricity rates, even though these
talking points are not backed up by credible data. As reported in the Los Angeles Times, and
documented by Energy and Policy Institute, the utility trade association, EEl, is spending cash
to convince low income and minority organizations to back utilities’ assault on solar:
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The National Black Caucus of State Legislators and the National Policy Alliance, which
represents the Congressional Black Caucus as well as some 10,000 black lawmakers in all levels
of government, have backed model legislation imposing surcharges and limiting the appeal of
net metering. Their proposals are almost identical to bills favored by big energy companies...

Tax records show [EEI] gave $10,000 to the National Black Caucus of State Legislators in 2013,
the most recent year for which records are available. In the two previous years, the institute
gave $17,500 to the National Policy Alliance.

We've tracked EEl's contributions to minority groups and in total, the trade association
contributed at least $160,000 in 2012 and 2013 (the most recent years available). Three of
these groups have passed model legislation that is nearly identical to a model bill passed by the
American Legislative Exchange Council (ALEC), which was sponsored by EEI. ALEC is a
"corporate bill mill" that produces model legislation and facilitates lobbying of state legislators
by special interests like EEI.

While EEI has attempted to influence minority leaders to support the utility industry’s efforts,
Americans from a diverse range of communities are standing up to support solar. For example,
the NAACP recently released a report detailing “the path to transitioning from energy
production processes that are harmful to our communities” and a clean energy resolution to
"improve the economic wellbeing of low income neighborhoods” through the deployment of
clean energy.

And, because utilities are trying to squash free market competition, conservatives are joining
the fight to protect solar. The Christian Coalition, a conservative group, recently wrote a blog
post saying, “Indiana’s utilities are interested in keeping us reliant on traditional fuel sources
that hurt our national security and weaken our economy. We must allow homes, businesses,
public organizations, and churches to create local, American power by installing solar." Debbie
Dooley, a founder member of the national Tea Party, has launched a campaign for a ballot
initiative in Florida that would allow citizens to purchase solar directly from private companies (a
right that's currently banned in the state).

Old Utility Monopoly vs. 21st Century Utility

The reality is that the utility industry has launched a campaign using politics and backroom
deals to try and squash their solar competition and preserve their outdated monopoly business
model.

Case in point: EEl's Owens even claimed in the Post that the industry is “pro-solar.” Sure, some
utilities have taken initiative or responded to forward-thinking public policies (like renewable
energy standards, which are also under attack by fossil fuel interests) and integrated solar into
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the grid. But other utilities have attempted to monopolize ownership of solar systems and
prevent third-party competitors from operating in their service territories in Washington, South
Carolina, Arizona, New York, and Indiana.

Utilities should be taking leadership to transition towards a clean energy economy, by exploring
new business models to integrate more energy efficiency and distributed renewable energy into
the grid. As the Ralph 1zzo, CEO of New Jersey-utility Public Service Enterprise Group, and Julia
Hamm, CEO of the Solar Energy Power Association (SEPA) said in a letter to the Washington
Post, "With both energy efficiency and solar, utilities can play a critical role in expanding
programs and making them available for all consumers.”

As the price of solar continues to plummet and energy efficiency solutions become more
plentiful, utilities will need to innovate, instead of fighting to preserve a 20th-century business
model that relies on centralized fossil fuel power plants. Hopefully, utilities will embrace the
future instead of fighting to preserve the past — only then can they play a constructive role in
providing our nation’s power in the 21st century.
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Democracy Dies in Darkness

Health & Science

Utilities wage campaign against rooftop solar

March 7, 2015 More than 10 years ago

By Joby Warrick

Three years ago, the nation’s top utility executives gathered at a Colorado resort to hear warnings about
a grave new threat to operators of America’s electric grid: not superstorms or cyberattacks, but rooftop
solar panels.

If demand for residential solar continued to soar, traditional utilities could soon face serious problems,

from "declining retail sales" and a "loss of customers" to "potential obsolescence," according to a
presentation prepared for the group. "Industry must prepare an action plan to address the challenges,"

it said.

The warning, delivered to a private meeting of the utility industry’s main trade association, became a
call to arms for electricity providers in nearly every corner of the nation. Three years later, the industry
and its fossil-fuel supporters are waging a determined campaign to stop a home-solar insurgency that is
rattling the boardrooms of the country’s government-regulated electric monopolies.

The campaign’s first phase—an industry push for state laws raising prices for solar customers—failed
spectacularly in legislatures around the country, due in part to surprisingly strong support for solar
energy from conservatives and evangelicals in traditionally “red states.” But more recently, the battle
has shifted to public utility commissions, where industry backers have mounted a more successful push
for fee hikes that could put solar panels out of reach for many potential customers.

[Solar enerqgy’s new best friend is . . . the Christian Coalition]

In a closely watched case last month, an Arizona utility voted to impose a monthly surcharge of about

$50 for "net metering," a common practice that allows solar customers to earn credit for the surplus
electricity they provide to the electric grid. Net metering makes home solar affordable by sharply
lowering electric bills to offset the $10,000 to $30,000 cost of rooftop panels.


https://www.washingtonpost.com/health/
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http://www.azcentral.com/story/money/business/2015/02/26/srp-board-oks-rate-hike-new-fees-solar-customers/24086473/
http://www.seia.org/policy/distributed-solar/net-metering
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A Wisconsin utilities commission approved a similar surcharge for solar users last year, and a New
Mexico regulator also is considering raising fees. In some states, industry officials have enlisted the

help of minority groups in arguing that solar panels hurt the poor by driving up electricity rates for

everyone else.

"The utilities are fighting tooth and nail," said Scott Peterson, director of the Checks and Balances

Project, a Virginia nonprofit that investigates lobbyists' ties to regulatory agencies. Peterson, who has
tracked the industry's two-year legislative fight, said the pivot to public utility commissions moves the
battle to friendlier terrain for utilities. The commissions, usually made up of political appointees, "have

enormous power, and no one really watches them," Peterson said.

Industry officials say they support their customers’ right to generate electricity on their own property,
but they say rooftop solar’s new popularity is creating a serious cost imbalance. While homeowners
with solar panels usually see dramatic reductions in their electric bills, they still rely on the grid for
electricity at night and on cloudy days. The utility collects less revenue, even though the infrastructure

costs — from expensive power plants to transmission lines and maintenance crews — remain the same.

Ultimately, someone pays those costs, said David K. Owens, an executive vice president for Edison

Electric Institute, the trade association that represents the nation's investor-owned utilities.

“It’s not about profits; it’s about protecting customers,” said Owens, said. “There are unreasonable cost
shifts that do occur [with solar]. There is a grid that everyone relies on, and you have to pay for that grid
and pay for that infrastructure.”

Whether home-solar systems add significant costs to electric grids is the subject of intense debate. A

Louisiana study last month concluded that solar roofs had resulted in cost shifts of more than $2

million that must be borne by Louisiana customers who lack solar panels. That study was immediately

disputed by clean energy groups that pointed to extensive ties between the report's authors and the
fossil-fuel lobby.

Other studies commissioned by state regulators in Nevada and Mississippi found that any costs are
generally outweighed by benefits. For one thing, researchers found, the excess energy generated by
solar panels helps reduce the strain on electric grids on summer days when demand soars and utilities
are forced to buy additional power at high rates. Other experts note that the shift to solar energy is
helping states meet new federal requirements to reduce greenhouse gas emissions while also producing
thousands of new jobs. The residential solar industry currently employs about 174,000 people

nationwide, or twice as many as the number of coal miners.

"Independent studies show that distributed solar benefits all ratepayers by preventing the need to build
new, expensive power plants or transmission lines," said Matthew Kasper, a fellow at the Energy &
Policy Institute, a pro-solar think tank. "Utilities make their money by building big, new infrastructure
projects and then sending ratepayers the bill, which is exactly why utilities want to eliminate solar."

Solar-panel costs plunge
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Residential solar panels have been widely available since the 1970s, but advances in the past decade

have transformed home solar energy in many areas from an expensive novelty to a_cost-competitive

alternative to traditional power.

The average price of photovoltaic cells has plummeted 60 percent since 2010, thanks to lower
production costs and more-efficient designs. Solar's share of global energy production is climbing
steadily, and a study last week by researchers from Cambridge University concluded that photovoltaics
will soon be able to out-compete fossil fuels, even if oil prices drop to as low as $10 a barrel.

In the United States, utilities have embraced solar projects of their own making, building large solar
farms that produce nearly 60 percent of the electricity that comes from the sun’s rays.

“We are pro-solar,” said Edison’s Owens. “We are putting in more solar than any other industry.”

But the arrival of cheaper solar technology has also brought an unexpected challenge to the industry’s
bottom line: As millions of residential and business customers opt for solar, revenue for utilities is
beginning to decline. Industry-sponsored studies have warned the trend could eventually lead to a

radical restructure of energy markets, similar to earlier upheavals with phone-company monopolies.

[Pebble Mine debate: EPA becomes target by planning for rare ‘veto’]

"One can imagine a day when battery-storage technology or micro turbines could allow customers to be
electric grid independent," said a 2013 Edison study. "To put this into perspective, who would have

believed 10 years ago that traditional wire line telephone customers could economically 'cut the cord'?"

Support from conservatives

The utility industry's playbook for slowing the growth of residential solar is laid out in a few frames of
the computer slide show presented at an Edison-sponsored retreat in September 2012, in a lakeside

resort hotel in Colorado Springs, Colo. Despite a bland title—"Facing the Challenges of a Distribution
System in Transition"—the Edison document portrays solar systems as a serious, long-term threat to
the survival of traditional electricity providers.

Throughout the country, it noted, lawmakers and regulatory agencies were “promoting policies that are
accelerating this transition — subsidies are growing.” The document, provided to The Washington Post
by the Energy & Policy Institute, called for a campaign of “focused outreach” targeting key groups that
could influence the debate: state legislatures, regulatory agencies and sympathetic consumer-advocacy
groups.

Two-and-a-half years later, evidence of the "action plan" envisioned by Edison officials can be seen in
states across the country. Legislation to make net metering illegal or more costly has been introduced in
nearly two dozen state houses since 2013. Some of the proposals were virtual copies of model
legislation drafted two years ago by the American Legislative Exchange Council, or ALEC, a nonprofit

organization with financial ties to billionaire industrialists Charles and David Koch.
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Most of the bills that have been considered so far have been either rejected or vetoed, with the most-
striking defeats coming in Republican strongholds, such as Indiana and Utah. There, anti-solar
legislation came under a surprisingly fierce attack from free-market conservatives and even evangelical

groups, many of which have installed solar panels on their churches.

"Conservatives support solar — they support it even more than progressives do," said Bryan Miller, co-
chairman of the Alliance for Solar Choice and a vice president of public policy for Sunrun, a California
solar provider. "It's about competition in its most basic form. The idea that you should be forced to buy
power from a state-sponsored monopoly and not have an option is about the least conservative thing

you can imagine."

Where legislatures failed to deliver, power companies have sought help from regulatory agencies,
chiefly the public utility commissions that set rates and fees that can be charged by electricity providers.

Here, the results have been more encouraging for power companies.

[Report: Effects of climate change ‘irreversible’]

Last month's decision to slap monthly surcharges on solar customers in south-central Arizona was
hailed as a breakthrough for the utilities in a state that has turned back several similar attempts in the

past two years. The Tempe, Ariz., Salt River Project, one of Arizona's largest utilities, approved the new

fee despite furious opposition from solar users, including about 500 people who packed the

commission's hearing room for the Feb. 26 vote.

Solar companies already have filed suit to stop a similar fee increase approved last year by Wisconsin
commissioners, and others are watching closely to see if New Mexico’s Public Service Co. will adopt a

proposal to impose a monthly surcharge of up to $35 on solar customers there.

Regulators in each of the three states have cited fairness as the reason for the proposed increases. But
solar advocates say the real injustice is the ability of electric monopolies to destroy a competitor that
offers potential benefits both to consumers and to society.

"It's really about utilities' fear that solar customers are taking away demand," said Angela Navarro, an

energy expert with the Southern Environmental Law Center. "These customers are installing solar at

their own cost and providing a valuable resource: additional electricity for the grid at the times when

the utilities need it most. And it's all carbon-free."

Related:


http://www.sunrun.com/
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In January 2013, the Edison Electric Institute, an investor-owned electric utility trade group based in
Washington DC, published a report describing the financial risks posed by distributed energy resources

for electric utilities and recommending several strategies for managing them.

The report, Disruptive Challenges, served as the opening salvo in what has become a sweeping national

campaign to roll back net-metering policies that promote rooftop solar.

“Revising utility tariff structures, particularly in states with potential for high DER adoption, to mitigate
(or eliminate) cross subsidies and provide proper customer price signals will support economic
implementation of DER while limiting stress on non-DER participants and utility finances,” wrote Peter
Kind, a former investment banker who wrote the report for EEI. “This is a near-term, must-consider

action by all policy setting industry stakeholders.
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The same cannot necessarily be said for other claims made in the report. In particular, the history of
utility credit ratings suggests that Kind mischaracterized the risks posed by what he called a “vicious
cycle” induced by customer adoption of distributed generation.

“After five decades of decline in industry credit quality . . . [t]he industry cannot afford to endure
significant credit quality erosion from current ratings levels without threatening the BBB ratings that
are held by the majority of the industry today,” wrote Kind. “Non-investment grade ratings would lead
to a significant rerating of capital costs, credit availability, and investor receptivity to the sector.”

This kind of scenario is what keeps utility regulators awake at night. And for good reason.
“The impact on customers would be dramatic in terms of increased revenue requirements . . , customer

rates, and reduction in the availability of low-cost capital to enhance the system,” said Kind.

Forbes Daily: Join over 1 million Forbes Daily subscribers and get our best stories, exclusive reporting
and essential analysis of the day’s news in your inbox every weekday.
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The potential adverse consequences of such a “vicious cycle” has colored the debate over net metering
and created concerns about the long-term viability of companies selling rooftop solar to utility

customers.

The “vicious cycle” described by Kind happens all of the time to non-utility companies. However,
historical data shows that utilities are far less susceptible to such “vicious cycle” than non-utilities.

In other words, the gloom and doom scenario dreamed up in Disruptive Challenges is not supported by
the evidence — to put it mildly. Indeed, the only evidence-based analysis of utility credit ratings makes

the risk of a rooftop-solar induced “death spiral” seem about as likely as the zombie apocalypse.

In 2009, two economists from the University of Alberta in Canada published an empirical analysis of
the impacts of credit ratings on capital structure in the utility industry. In Do Credit Ratings Reflect
Underlying Firm Characteristics? Evidence from the Utility Industry, Min Maung and Vikas Mehrotra
examined the history of utility credit ratings between 1985 and 2006 to assess how utility ratings
compared with ratings for non-utilities before and after deregulation. The paper also evaluated the

effect of credit rating changes on utilities leverage ratios.

On the question of utilities and non-utilities credit ratings before and after a federal law (EPAct)

introduced competition in power generation, the study concluded:

Our results indicate that, over the full sample period of 1985-20086, the utility
industry enjoys credit ratings that are higher than those of other industries.
When we divide our sample to pre- and post-EPAct periods, our results run
counter to the popular belief that the utility credit ratings have suffered
following deregulation. Following deregulation, the utility credit ratings
remain high compared to firms in other industries. In fact, significance (and
marginal effects) is even higher compared to that of the pre-EPAct period.

To reiterate, the data shows that “utilities are more likely to receive investment-grade ratings compared
to other firms, and this likelihood is higher for the post-EPAct period.” In other words, the introduction
of competition actually improved credit metric for utilities.

On the impact of credit rating changes on utilities leverage ratios, the study concluded that:

Conventional wisdom suggests that credit downgrades would cause the cost
of debt to rise as firms become riskier, and credit upgrades would imply an
opposite effect. If utilities are conscious of the cost of debt and subsequent
financial distress, they should downwardly adjust leverage ratios following
credit downgrades, and upwardly adjust leverage ratios following upgrades.
We do not find evidence that utilities adjust their leverage ratios following
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The historical data suggests that the risk of a “vicious cycle” in the utility industry is hugely overstated
in Disruptive Challenges.

And a considerable amount of additional evidence has materialized since the release of Disruptive
Challenges corroborating this point. Not long after Disruptive Challenges appeared, Moody’s Investor
Service said that it would upgrade the credit ratings of utilities in deregulated states that had sold off all
of their power plants.

“We view power generation as the highest-risk component of the electric utility business, as generation
plants are typically the most expensive part of a utility’s infrastructure (representing asset
concentration risk) and are subject to the greatest risks in both construction and operation, including
the risk that incurred costs will either not be recovered in rates or recovered with material delays,” said
Moody’s.

Deregulated utilities like Consolidated Edison of New York face greater competition than vertically
integrated utilities in fully regulated states like Florida Power & Light. According to Moody’s, the former
are actually less risky investments than the latter precisely because restructuring has shifted risks to

non-utility owners of power plants — and customers.

“Other types of utilities may have lower business risk . . . due to factors that could include a generally

greater transfer of risk to customers, very strong insulation from exposure to commodity price
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Indeed, if utilities have shifted risk to customers as Moody’s indicates, then it is critical that regulators
allow them to manage those risks by putting solar panels on their rooftops.
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Rooftop Solar Dims Under Pressure From
Utility Lobbyists

By Hiroko Tabuchi
July 8, 2017

Over the past six years, rooftop solar panel installations have seen explosive growth —
as much as 900 percent by one estimate.

That growth has come to a shuddering stop this year, with a projected decline in new
installations of 2 percent, according to projections from Bloomberg New Energy
Finance.

A number of factors are driving the reversal, from saturation in markets like California
to financial woes at several top solar panel makers.

But the decline has also coincided with a concerted and well-funded lobbying
campaign by traditional utilities, which have been working in state capitals across the
country to reverse incentives for homeowners to install solar panels.

Utilities argue that rules allowing private solar customers to sell excess power back to
the grid at the retail price — a practice known as net metering — can be unfair to
homeowners who do not want or cannot afford their own solar installations.

Their effort has met with considerable success, dimming the prospects for renewable
energy across the United States.

Prodded in part by the utilities’ campaign, nearly every state in the country is engaged
in a review of its solar energy policies. Since 2013, Hawaii, Nevada, Arizona, Maine and
Indiana have decided to phase out net metering, crippling programs that spurred
explosive growth in the rooftop solar market. (Nevada recently reversed its decision.)
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Uncertainty over net metering in Indiana has “shut us
down,” said Michael A. Mullett, a volunteer who has helped

two dozen households sign up for solar panels since 2014.
Luke Sharrett for The New York Times

Many more states are considering new or higher fees on solar customers.

“We believe it is important to balance the needs of all customers,” Jeffrey Ostermayer
of the Edison Electric Institute, the most prominent utility lobbying group, said in a
statement.

The same group of investor-owned utilities is now poised to sway solar policy at the
federal level. Brian McCormack, a former top executive at the Edison institute, is
Energy Secretary Rick Perry’s chief of staff. The Energy Department did not make Mr.
McCormack available for an interview.

In April, Mr. Perry ordered an examination of how renewable energy may be hurting
conventional sources like coal, oil and natural gas, a study that environmentalists
worry could upend federal policies that have fostered the rapid spread of solar and
wind power.

Charged with spearheading the study, due this summer, is Mr. McCormack.

“There’s no doubt these utilities are out to kill rooftop solar, and they’re succeeding,”
said David Pomerantz, executive director of the Energy and Policy Institute, a
renewable energy advocacy group. “They’re now driving the agenda.”
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A Statehouse Push

Early on a March morning in the Indiana State Capitol, under a mural of the Greek sun
god Apollo, solar energy enthusiasts swarmed a committee hearing to defend the
state’s embattled solar policy.

A school superintendent said that his underfunded district needed solar power to
reduce energy costs. A local farmer pleaded that his pine tree nursery depended on
power from his solar panels. A Baptist pastor said he saw drawing energy from the sun
as an “expression of our love of God’s creation.”

The coalition was fighting a losing battle.

A week before the Indiana committee hearing, a group of utility lobbyists descended
on the statehouse, handing out talking points that said credits for rooftop solar panels
lead to higher rates for everyone else. They were there to support a bill, sponsored by
Senator Brandt Hershman, that would roll back Indiana’s net metering system by
reducing the rate utilities paid to solar consumers for their excess electricity.

Homeowners with solar panels “avoid paying for use of the grid, even though they use
it almost constantly to buy or sell electricity,” read a talking point prepared by
Indiana’s local investor-led utilities group, the Indiana Energy Association, and
circulated among Republican state legislators.

Indiana’s five investor-owned utilities are among the biggest contributors to Indiana’s
elected officials, together giving at least $3 million to mostly Republican candidates
over the past four election cycles, according to campaign finance filings. They are also
known to play an outsize role in drafting energy-related bills.

Mr. Hershman said utility contributions had not swayed him against net metering. He
said his bill, which was passed and signed into law this spring, protects current solar
customers by locking in their rates for many years.

“I receive donations from a wide variety of groups across the ideological spectrum
because I tackle tough issues fairly, listen to both sides and promote good policy,” he
said by email.

The pushback against renewable energy has been years in the making.
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Four years ago, the Edison institute, an industry group made Up of thé countryg° * °'®

largest investor-owned electric companies, declared that the business of generating
electricity was in danger of being sucked into what has since become known as a
“utility death spiral.”

As more consumers switched to rooftop solar and bought less electricity from the grid,

the trade group worried in a 2013 document, the costs of running conventional coal, oil,

gas or nuclear power plants would be shared among an ever-smaller customer base.
That could cause rates to spike, chasing even more customers away.

The prospect of more customers “fully exiting from the grid,” the group said, “raises
the potential for irreparable damages to revenues and growth.”

Brian McCormack, a former top executive at the Edison
Energy Institute, a prominent utility lobbying group, is now

chief of staff for Energy Secretary Rick Perry. Southern States
Energy Board, via Flickr

Since then, the utilities have targeted state solar power incentives, particularly net
metering, which credits solar customers for the electricity they generate but do not
use and send back to the grid. That offsets the cost of electricity they may still buy
from their local utility during cloudy days and at night, reducing or even eliminating
their electricity bills.

Utilities argue that net metering, in place in over 40 states, turns many homeowners
into free riders on the grid, giving them an unfair advantage over customers who do
not want or cannot afford solar panels. The utilities say that means fewer ratepayers
cover the huge costs of traditional power generation.
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A study released this year by the federal Lawrence Berkeley National Laboratoss, ° °
however, concluded that for the vast majority of states and utilities, the effects of
rooftop solar credits on electricity rates for nonsolar customers would be negligible for
the foreseeable future. The Edison institute disputes that study’s findings.

To fashion a legislative response, utilities turned to the American Legislative
Exchange Council, or ALEC, a conservative nonprofit that receives funding from the
billionaire brothers Charles G. and David H. Koch.

In 2014, ALEC adopted model legislation to move away from net metering, which was
then circulated among ALEC’s network of state legislators. Mr. McCormack, then the
Edison institute’s vice president for political and external affairs, played a role in
writing the model legislation.

Utilities found a receptive audience in many states.

Arizona legislators voted in December to move away from net metering, lowering the
credit solar customers receive for the excess energy they generate and limiting how
long customers keep their favorable rates.

In Florida last year, the utility industry contributed more than $21 million to an
ultimately unsuccessful ballot initiative to ban third-party sales or leasing of rooftop
solar panels. A leaked audio recording appeared to reveal that the utility campaign
deliberately misled pro-solar voters into voting for an anti-solar policy, a tactic one
consultant called “political jujitsu.”

Expanding Effort

The latest utility resistance to residential solar in places like Indiana is striking
because those states do not yet have big rooftop solar markets, said Autumn
Proudlove, an analyst at the N.C. Clean Energy Technology Center at North Carolina
State University. Only about 1,100 of Indiana’s 2.5 million rate-paying households have
signed up for net metering.

Driven by sharply falling costs, the United States last year added a record 15 gigawatts
of solar capacity, enough to power around 2.8 million homes and more than any other
source, including natural gas and coal. The bulk of that growth came from giant solar
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themselves. Large-scale wind projects have also grown rapidly, many in states carried
by Donald J. Trump in the presidential election.

Some of the slowdown in smaller-scale rooftop solar has come in maturing markets in
states like California, where rooftop solar companies are having trouble expanding
their customer base beyond early adopters. Financial struggles at rooftop solar
companies like SolarCity and Vivint have also weighed on growth.

Uncertainty over net metering in Indiana has slowed the market further. “It’s totally
shut us down,” said Michael A. Mullett, a volunteer at Indiana’s Columbus Community
Solar Initiative, who has helped two dozen households sign up for solar panels since
2014.

Still, at a January 2016 board meeting of the Edison institute, attended by chief
executives of the country’s largest utilities, Thomas R. Kuhn, the group’s president,
counseled against complacency.

“Years, ago, I think a lot of people said, ‘That’s not going to come to our area,” he said,
according to a recording of his remarks made available by a participant. “And now we
see it in each and every state,” he said.

“E.E.L is happy to come to any state at any time,” he added. “We have two dozen states
we are working on.”
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Installing solar panels atop a home in Goodyear, Ariz. In December, Arizona legislators
voted to move away from net metering. Matt York/Associated Press

On March 14, the Edison institute hosted a fund-raising reception at the Mandarin
Oriental Hotel in Washington for Senator Mitch McConnell, the majority leader. The
cheapest tickets went for $5,000.

The reception underscored the utilities’ attempt to cement ties with an administration
that already appeared ambivalent toward any rapid shift to renewable energy.

The institute was still cheering the appointment of one from its ranks, Mr. McCormack,
to a top job in the Energy Department. One of his first assignments is a study of how
the changing electric generation mix, including renewables, is affecting the grid.

Proponents of renewable energy fear that the study could threaten policies at the
federal level, like the renewables tax credits for businesses and homeowners, which
have also spurred investment in wind and solar.

Shaylyn Hynes, a spokeswoman for the Energy Department, dismissed the
environmentalists’ concerns. “The department has no preconceived notions as to the
findings and recommendations that will result from this review,” she said.
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Mr. McCormack has assigned Travis Fisher, a former economist At the TNSHtute 1ot ° °
Energy Research, a nonprofit funded by the Koch family foundations, to be principal
author of the study.

Mr. Fisher did not respond to requests for comment. In a 2015 study, he called clean
energy policies “the single greatest emerging threat” to the electric power grid. He
called for canceling the Obama administration’s Clean Power Plan, federal tax credits
for solar and wind, state renewable energy targets and net metering.

“For those who want to ensure that Americans have access to reliable electricity long
into the future,” Mr. Fisher said in the study, “the time has come to push back.”

A correction was made on July 9, 2017: An earlier version of this article described
incorrectly an initiative on the ballot in Florida last November. The measure, which
ultimately failed, would have banned third-party leasing of rooftop solar panels, not roll
back net metering.

When we learn of a mistake, we acknowledge it with a correction. If you spot an error, please let us know at
nytnews@nytimes.com. Learn more

Follow @NYTClimate on Twitter

A version of this article appears in print on, Section A, Page 13 of the New York edition with the headline: After Rapid Growth, Rooftop Solar
Programs Dim Under Pressure From Utility Lobbyists
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FirstEnergy campaign, now synonymous with corruption, presented as case study

Former Arizona Public Service lobbyist presented on clean energy opposition

EEl's posture appears out of step with ESG investor concerns

Georgetown faculty gave presentations to utilities

The trade association for investor-owned electric utilities ran a training camp last December to
teach lobbyists and executives from the nation’s utilities how to run winning political campaigns,
using as case studies some of the most controversial efforts by utilities to defeat clean energy
policies in recent years.

The Edison Electric Institute (EEI) hosted its week-long “Campaign Institute,” at Georgetown
University's business school in December 2019, billing the event as a “partnership with
Georgetown University.” Dozens of high-ranking government affairs and communications
executives attended the training camp from companies like Alliant Energy, ConEdison,
Dominion Energy, Duke Energy, DTE Energy, Entergy, Evergy, NationalGrid, NextEra Energy,
PG&E, PNM, PPL, Xcel and their subsidiaries.

Materials from the week-long event obtained by the Energy and Policy Institute give the
impression of an industry that perceives itself to be under siege from activists who are seeking
a host of policy changes, many of them intended to force utilities to decarbonize in order to
address climate change.
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"At Edison Electric Institute, we were seeing more and more that we have issues that are being
litigated not only in state legislatures, public utility commissions, but also at the ballot box with
ballot initiatives,” EEI Executive Vice President of Public Policy and External Affairs Brian Wolff in
a video from EEI promoting the Institute.

Screenshot from EEI’s Campaign Institute video.

“"We really want to educate and campaign-ready our companies and our executives and that's
what we're doing at the Campaign Institute,” Wolff continued.

EEIl warned of emerging policy threats, many motivated by climate

In a presentation titled "Enduring and Emerging Industry Issues,” EEl's Executive Director of
External Affairs Brad Viator divided the “major categories of risk” facing utilities into three
areas: Climate, Infrastructure Projects, and Business Model Changes.

Viator's presentation named more specific risks within each category, including:

Climate: "gas constraints along the coasts,” including proposals to ban gas use in buildings in
New York and Seattle; climate action by Congress after the election.

Infrastructure: "pipelines are increasingly difficult to build”; difficulty to build transmission lines
and earn high profits from them.
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Business Model: “restructuring proposals: NV, AZ, FL, VA?", campaigns to bring investor-
owned utilities under municipal control in “Pueblo [CO], California, Maine, New York, Chicago";
"'community choice aggregation”; “pressure to create wholesale markets — CO and the

Carolinas.”

Viator also named solar net metering and renewable energy portfolio standards as ongoing
challenges.
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Advocates are pursuing most of the policies that Viator named as challenges as levers to
hasten the transition from fossil fuels to clean energy by utilities, which are not voluntarily
decarbonizing at rates necessary to stave off the worst impacts of climate change.

Viator referenced "pressure to create wholesale markets” in the Carolinas, for instance.
Analysts released a report this week noting how a regional transmission operator in the
Southeast could reduce carbon emissions by 37 percent. Utilities in the Southeast oppose the
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idea, and a dark-money group that appears aligned with the industry has been running ads
against it.

FirstEnergy campaign, now synonymous with corruption, presented as case study

The Campaign Institute’s curriculum featured three case studies from utility companies. Two of
those focused on highly controversial efforts by utilities to overturn or prevent clean energy-
supportive policies.

One case study, from FirstEnergy, boasted of the company’s work to pass HB 6 in Ohio and to
defend the legislation from a repeal ballot initiative. HB 6 bailed out FirstEnergy's coal and
nuclear plants and ended Ohio's clean energy and energy efficiency standards.

That effort by the company led to a bombshell scandal last month, when federal corruption
charges stemming from HB 6's passage sent FirstEnergy's stock cratering and the company
into turmoil, with customers and investors lining up to file class-action suits against the utility.
Prosecutors have not charged FirstEnergy or its executives in the criminal case at this time.

FirstEnergy's VP for State and Local Government Affairs and Economic Development, Joel
Bailey, presented on the HB 6 campaign along with Holland Consulting Services' Ken Holland.

The presentation described the broad history that led to HB 6 passage, including earlier failed
efforts by FirstEnergy to secure bailouts from Ohio and from the Trump administration.

The slides did not reference the payment by FirstEnergy and its subsidiaries of over $60 million
to a 501(c)(4) dark money group that formed the slush fund at the root of the federal bribery
charges, but they did include a snapshot of the Ohioans for Energy Security website with the
identifying domain name. Ohioans for Energy Security is the “front company” described by
federal investigators as a major component of the criminal Enterprise at the heart of the alleged
racketeering ring fueled by FirstEnergy’s money.
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Bailey and Holland's slides did note that "HB 6 Supporters also employed ‘blockers’ to mirror
signature gatherers and provide counter messages” in an attempt to thwart an effort by
environmentalists to repeal the law.

"This was the first time blockers were used in Ohio election process,” the slide continued. “This
gained considerable negative media attention [and] Allegations of illegal activity and
intimidation.”

EEl has not been shy in other settings about heaping praise on FirstEnergy for its now highly
scandalous political work in Ohio. EEIl gave its “Edwin D. Hill" award, which it presents to
"leaders who advance issues at the state and local levels"” to FirstEnergy and some of the union
chapters that worked with it for their efforts to secure passage of HB 6.

"Winning the Ed Hill Award is the World Series in public policy — there's no greater honor to be
honest with you,” FirstEnergy SVP of External Affairs Michael Dowling said in a video about the
award. The criminal charges filed in Ohio suggest that the indicted former House Speaker
Householder spoke with Dowling 14 times by phone as he worked to pass HB 6.

"[FirstEnergy CEQO] Chuck Jones put together a tremendous coalition to get the job done,
including labor,” EEI President Tom Kuhn said in the same video. “"But he is such a fantastic
leader for our industry. He cares, he cares about the industry, he cares about the customer, and
he cares about the people, and his employees, so much. And when he has an issue like this to
deal with, he throws himself totally into it. He passionately believes it, and that was a major
driver to make this thing happen.”
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Update: The video below was removed from public view on YouTube and from a company press

release after FirstEnergy and HB 6 became embroiled in the federal bribery investigation. The
Energy and Policy Institute uploaded a copy of the video made before it was deleted to
YouTube and Vimeo to make it public again.

Former Arizona Public Service lobbyist presented on clean energy opposition

Another case study at the Georgetown meeting, from Arizona Public Service, boasted of how
that company defeated a 2018 ballot initiative that would have required utilities in Arizona to
produce half of their electricity from clean sources by 2030.

https://energyandpolicy.org/eei-campaign-institute/ 7/14


https://www.youtube.com/watch?v=n8gxelWKVRc
https://firstenergycorp.com/newsroom/news_articles/firstenergy--local-ibews-receive-industry-recognition-for-effort.html
https://firstenergycorp.com/newsroom/news_articles/firstenergy--local-ibews-receive-industry-recognition-for-effort.html
https://www.justice.gov/usao-sdoh/pr/firstenergy-charged-federally-agrees-terms-deferred-prosecution-settlement
https://youtu.be/aQBn1uy0Nqc
https://vimeo.com/manage/videos/588475170

U-21870; Ex. UCC-83; Page 8 of 14
9/21/25,7:39 PM

APS spent nearly $40 million to successfully defeat that effort, but its opposition to the
measure, along with unpopular rate hikes and controversial spending to influence the election
of its regulators in 2014 and 2016, led to APS' growing political toxicity in Arizona. Within 18
months of the ballot initiative, APS’s CEO had resigned amid controversy, and the company had
committed to almost the exact same clean energy pathway the ballot initiative, Prop 127, would
have required of it.

Based on notes in a powerpoint presentation, participants at the Georgetown meeting would
have heard from Arizona Public Service's ex-CEO Don Brandt and from Vice President of
External Affairs Jessica Pacheco on how the company was able to defeat the initiative.

It's not clear if Brandt attended the meeting, or dialed into it. His speaker notes indicated that
he targeted Tom Steyer and former commissioner Kris Mayes. "Here you see former Arizona
Corporation Commission chairman Kris Mayes with Tom Steyer, who has provided funding for
her aggressively anti-utility agenda. In attempting to change the state's constitution, Mayes
built a close partnership with out-of-state money (much of it from Steyer) because few in state
will do business with her,” Brandt said, according to the notes.

https://energyandpolicy.org/eei-campaign-institute/ 8/14
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Brandt's notes also attacked the media as biased against his industry.

“Even if you have a good working relationship with your local media, they are not your friend.
They need a villain — and too often it is us. The standard approach is anti-corporation. We can
navigate through it if we understand it."

Brandt also planned to say, per his notes, that he would “encourage you to engage with your
partners at the national and local levels and with industry associations — NEI, EEI, NAM,
chambers of commerce to name a few. Engage them and coordinate efforts. Make sure they are
up to speed and understand what is happening on the ground. Tom Kuhn and his staff at EEI
were with us each step of the way, and their efforts were much appreciated.”

EEl President Tom Kuhn

“There is nobody who sees your message who should not understand it,” Pacheco said,
according to the speaking notes. "What is Prop 127 going to do? It is going to raise your bills.”

The message that Prop 127 would raise customers bills was indeed the utility’s message
throughout 2018, but by the time of Pacheco's presentation at Georgetown in late 2019, the
company's new leadership appeared to be singing a different tune. A month later in January,
APS' new CEO Jeff Guldner committed the company to voluntarily meet a nearly identical goal
to what Prop 127 would have mandated — 45 percent renewable energy by 2030. In that
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announcement, APS said that it would transition to clean energy “while maintaining affordable,
reliable service for our customers.”

Pacheco was the key architect behind APS' spending via dark-money groups to influence the
election of its regulators on the Arizona Corporation Commission in 2014, beginning a period
during which APS' political reputation grew increasingly toxic; shareholder analysts have
increasingly called that toxicity a major risk to the company.

Brandt left APS in November 2019. Pacheco will leave APS in early October of this year,
according to an email Guldner sent last week.

The third utility presentation was from NV Energy, which described its successful defeat of a
ballot initiative that would have restructured Nevada's energy market, breaking the company’s
monopoly over retail electricity sales.

EEI's posture appears out of step with ESG investor concerns

EEl's highlighting of the Ohio and Arizona case studies indicates that while it aggressively works
to rebrand the utility sector as clean, the trade association was, as of December, continuing to
pursue a hostile posture toward many clean energy policies, and to at least look the other way
on dark-money efforts by utilities to win political victories.

Those stances are increasingly out of step with the demands of large segments of "ESG"
investors — those interested in environment, social and governance - as well as some
mainstream investors

In the wake of the FirstEnergy HB 6 scandal, analysts from Bank of America wrote notes
examining which other utilities may be exposed to risks of dark-money spending of the type
that FirstEnergy pursued and which led to the corruption charges there. Dark-money spending
and other astroturf campaigns have been common in the utility sector in recent years.

A Norwegian asset manager just divested from Southern Company over that utility’s anti-
climate political advocacy, echoing previous calls by other large asset managers for utilities to
align their political advocacy with the Paris Agreement.

Georgetown faculty gave presentations to utilities

In addition to hearing the case studies, the utility executives received presentations from
outside consultants, PR firms like Adfero and Georgetown faculty, who gave presentations with
titles like "Communicating with Special Interests” and “CSR: Or How to Avoid a Campaign.”
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"Avoid pay for play; Real partnerships/relationships” read one slide in a presentation from Mary
Cheney of New Troy Strategies.

Another presentation from an election lawyer at Ballard Spahr offered utilities guidance on how
to avoid violating laws when spending on elections; much of the guidance runs contrary to the
case studies presented by FirstEnergy and APS.

"The best advocacy campaign can quickly derail into a legal and public relations nightmare if
you don't comply with the law,” a description of the session says, offering prescience into the
scandal that would burst into the open a few months later in Ohio.

In the actual presentation, the lawyer advised: “Do not be the sole or dominant funder of an
organization (if you want it to be viewed as "independent”),” as APS has been for ballot
initiatives and independent expenditures in Arizona elections for years.

A presentation from communications consultant Michael Maslansky, who for years has offered
guidance to EEl on how utilities can brand themselves as greener to customers, noted that
"we've lost the benefit of the doubt” and that “they challenge your motives” in a slide showing
pictures of utility foundations offering checks to charities. Utilities often use their charities
tactically to support their political agenda.

"What's the message to protect the role of natural gas?” Maslansky asks the executives to
consider in another slide.

EEl's operating budget is funded by dues paid by the utilities, which in turn recover those costs
from ratepayers. That means that the costs of EEl's Campaign Institute and its partnership with
Georgetown University would likely have been paid out of utility customers’ electric bills.

Georgetown University announced in February of this year that it plans to divest from public
securities of fossil fuel companies within the next five years.

August 17, 2021: This post was updated above to include a copy of a FirstEnergy video that was
removed from public view, and made public again here by the Energy and Policy Institute.
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Abstract

It is now well established that fossil fuel companies contributed to undermining climate science
and action. In this paper, we examine the extent to which American electric utilities and affiliated
organizations’ public messaging contributed to climate denial, doubt, and delay. We examined 188
documents on climate change authored by organizations in and affiliated with the utility industry
from 1968 to 2019. Before 1980, electric utilities’ messaging was generally in-line with the scientific
understanding of climate change. However, from 1990 to 2000, utility organizations founded and
funded front groups that promoted climate doubt and denial. After 2000, these front groups were
largely shut down, and utility organizations shifted to arguing for delayed action on climate
change, by highlighting the responsibility of other sectors and promoting actions other than
cleaning up the electricity system. Overall, our results suggest that electric utility industry
organizations have promoted messaging designed to avoid taking action on reducing pollution
over multiple decades. Notably, many of the utilities most engaged in communicating climate
doubt and denial in the past currently have the slowest plans to decarbonize their electricity mix.

1. Introduction

For decades, oil and gas companies have misled the
public on climate science. Despite conducting their
own research that showed climate change was real,
these companies publicly sowed doubt about its exist-
ence and human cause (Oreskes and Conway 2010,
Frumbhoff et al 2015, Hall 2015, Supran and Oreskes
2017, Bonneuil et al 2021, Green et al 2021). While
it is now well established that the fossil fuel industry
undermined climate science, there is less research on
other industries’ role (Anderson et al 2017, Tried-
man et al 2019). In this paper, we examine the extent
to which the American electric utility industry pro-
moted climate denial, doubt, and delay.

In the 1960s and 1970s, fossil fuel companies and
electric utilities knew that fossil fuel combustion was
driving climate change, with many conducting in-
house research on the issue (Hall 2015, Anderson et al
2017, Franta 2018). For example, the Electric Power
Research Institute (EPRI) authored an internal memo
in 1977 stating ‘the atmospheric CO, concentration

© 2022 The Author(s). Published by IOP Publishing Ltd

is projected to double (to ~600 ppm) by the year
2030. A simplistic climate model developed at Prin-
ceton predicts a 2 °C increase in the global mean tem-
perature if CO, is doubled” (Hakkarinen 1977, p 1).
This prediction remains largely correct, more than
four decades later. By the late 1980s, climate change
was understood as real, human-caused, and serious.
In 1988, when James Hansen testified to the U.S.
Senate, climate change transitioned from a scientific
discussion to a major policy issue (Frumhoff et al
2015, Bolsen and Shapiro 2018). The Intergovern-
mental Panel on Climate Change (IPCC), the leading
body on climate science, published their first report
in 1990, and stated with certainty that anthropogenic
greenhouse gas emissions were contributing to cli-
mate change (IPCC 1990, p xi).

In response to the growing scientific consensus,
organizations with financial interests in fossil fuels
worked to discredit climate science and scient-
ists, spread doubt, and delay the energy transition
(Dunlap and McCright 2015, Farrell 2016, Brulle
2019). Sociologist Robert Brulle (2019) refers to this
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widespread disinformation campaign as the U.S. Cli-
mate Change Countermovement. An array of cor-
porations, trade associations, lobbying firms, con-
servative think-tanks, and faith-based organizations
collectively built climate disinformation campaigns.
A variety of sectors participated, including the oil
and gas industry, the coal-rail-steel sector, and the
electric utility industry (Brulle 2019, Stokes 2020).
These industries often created front groups in order to
mask their involvement in spreading disinformation,
motivated by their financial interests in fossil fuels
(Brulle 2019, Dunlap and Brulle 2020, Stokes 2020).
Climate denial, doubt, and delay have proven profit-
able for these sectors, allowing them to invest in pol-
luting infrastructure for several decades longer than
scientists have advised is safe (Tong et al 2019).

These industries’ strategy to undermine climate
science was developed from disinformation cam-
paigns on acid rain and other environmental issues—
campaigns that the utility industry also participated
in (Oreskes and Conway 2010). For example, utility
organizations ran ads in the 1970s and 1980s which
largely acknowledged the link between sulfur dioxide
and acid rain, yet misleadingly argued that pollution
control technologies were infeasible and unnecessary
(Anderson et al 2017). On climate change, politicizing
scientific findings is the most well-documented tactic
used in disinformation campaigns, including deny-
ing or sowing doubt regarding the existence, cause,
or seriousness of the issue (McCright and Dunlap
2011, Farrell 2016, Supran and Oreskes 2017, Bolsen
and Shapiro 2018, Franta 2021). Industries have also
argued that they should delay taking action on redu-
cing pollution, for example because solutions are too
expensive, infeasible, or because others should be
acting (Freudenburg 2005, Lamb et al 2020, Supran
and Oreskes 2021). Collectively, disinformation cam-
paigns affect media coverage, public opinion, and
the likelihood of political action on climate, ulti-
mately resulting in more greenhouse gas emissions
due to political gridlock and inaction (Freudenburg
and Muselli 2010, Farrell 2016, Bolsen and Shapiro
2018, Mildenberger 2020, Stokes 2020).

We undertook a systematic analysis of messaging
on climate from members of the American electric
utility industry over time. We collected and coded
industry documents authored by individual electric
utilities, trade associations, affiliated research groups,
and front groups. Our sample includes 188 docu-
ments from 1968 to 2019. We classified statements
regarding the existence, causes, and impacts of cli-
mate change, and its solvability, examining whether
utility industry messaging diverged from the scientific
consensus. We found that significant parts of the util-
ity industry were active in promoting climate denial,
doubt, and/or delay over multiple decades. Before
1980, electric utilities’ messaging generally aligned
with scientific knowledge at the time. However, from
1990 to 2000, utility organizations cast doubt on
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climate science, while simultaneously creating and
funding front groups who promoted climate denial.
Since many utilities are monopolies, these climate
denial campaigns were often funded using money
derived from captured customers, who could not
choose to buy from a different company.

After 2000, many of the electric utility front
groups were shut down, and official industry organiz-
ations largely shifted to arguing for delay. Since 2015,
while much of the industry’s messaging has largely
acknowledged the scientific fact of climate change,
delay messages are still common. Unlike fossil fuel
companies, the electric utility industry’s product is
not fossil fuels. Clean energy coupled with electri-
fication presents an opportunity for electric utilit-
ies to decarbonize and grow their business. To date,
however, most of the industry has failed to do so at
the pace and scale that is necessary. Notably, we also
found that the utilities who were the most involved in
promoting climate doubt and denial are also some of
the dirtiest utilities operating today, with the slowest
plans to transition to clean energy.

2. Methods

The American electric utility industry is made up
of a variety of utilities including investor-owned,
municipal, cooperative, and federal entities who pro-
duce and distribute electricity. These organizations
coordinate through trade associations and other net-
works, including the Edison Electric Institute (EEI)
and EPRI. EEl is the trade association for the investor-
owned utilities. EPRI, ‘incubated’ under EEI and fun-
ded by the electric utility industry, is a non-profit
energy research and development organization which
conducts and publishes analyses, including on climate
science and its implications for the sector (Lindgren
1972). In addition, some utilities have engaged with
front groups, which are generally short-lived organ-
izations designed to advance certain messaging while
hiding their motives and funding sources (Brulle
2019, Dunlap and Brulle 2020, Stokes 2020).

We based our analysis on several samples of docu-
ments. First, we aimed to collect the known denial and
doubt documents utility organizations and their affil-
iated front groups authored. This set was retrieved
from the Climate Investigation Center, Climate Files,
and an Energy and Policy Institute report (Anderson
et al 2017). Some of these documents were pub-
lic facing, while others were internal. To the best
of our knowledge, for the two relatively short-lived
denial front groups associated with the industry—the
Information Council on the Environment (ICE) and
the Greening Earth Society (GES)—all publicly avail-
able documents were included in the analysis.

For the longer-lived Global Climate Coalition
(GCC), we built a temporally representative sample.
We also examined membership lists for the GCC, and
for those utilities frequently mentioned, we added
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additional documents from these companies, includ-
ing shareholder reports (see supplementary Inform-
ation, SI). Our aim was to understand how util-
ities associated with climate denial organizations
were messaging externally on climate. In addition,
we located documents and membership lists from
utility-affiliated organizations who are or were asso-
ciated with climate denial, doubt, and/or delay. These
include the American Legislative Exchange Council
(ALEC), the Utility Air Regulatory Group (UARG),
and American Coalition for Clean Coal Electricity
(ACCCE).

We also aimed to create a representative set of
public facing documents on climate change from EEI
and EPRI, with the goal of capturing overall industry
messaging on climate. We drew a random sample of
articles from these organization’s periodicals, Electric
Perspectives (1995-2019) and EPRI Journal (1976—
2019), that mentioned the terms ‘climate change)
‘global warming), ‘carbon dioxide) or ‘greenhouse gas’
(see SI).

Opverall, this approach yielded 188 primary doc-
uments published between 1968 and 2019, authored
by 26 organizations in the American electric utility
industry (Williams et al 2021). Further information
on the documents, including the temporal spread and
a repository, is available in the SI. All documents ref-
erence climate change and are either authored by, or
use direct quotes from, electric utility industry com-
panies, research groups, trade associations, or other
organizations which electric utilities founded or held
membership.

Relationships between the organizations in the
sample were mapped to understand their connec-
tions. To do this, we retrieved membership lists from
the sample, two external reports (Anderson et al 2017,
Triedman et al 2019), online repositories, and peer-
reviewed research (Brulle 2019). In cases where the
ownership or name of a utility changed, we use the
current name and reference previous entities.

Notably, this approach is intended to ensure that
utilities significantly involved in climate denial, doubt
and/or delay are captured. Significant involvement
is defined by membership in, funding of, or found-
ing of climate front groups, or directly communic-
ating climate doubt, denial, and/or delay. It there-
fore does not provide a representative sample of the
full industry which could help determine the mes-
saging of the average utility over time. That said, our
sample of EEI and EPRI documents does provide rep-
resentative information on how a central industry
trade association and research group communicated
about climate. In addition, some utilities that were
found on membership lists for climate denial front
groups were not examined further because there
were no known denial or doubt documents authored
by these organizations at the time of this analysis.
Since many climate denial documents are internal, it
is likely that further information exists on utilities’
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involvement in climate denial organizations that is
not public.

The primary documents were coded using
Atlas.T1, a qualitative analysis software. Documents
were classified by author (the organization who
authored the document), type (whether the docu-
ment is internal or external), and year of publica-
tion. We developed a coding scheme modeled on
the approach taken in Supran and Oreskes (2017)
and incorporating discourses of climate delay intro-
duced by Lamb et al (2020). We coded passages in the
documents into categories based on their statements
on climate change’s existence (endorsement points,
EPs), cause (human-caused points, HPs), impacts
(impact points, IPs), and solvability (solvable points,
SPs) (SI table 1). Each code category was designed to
contain mutually exclusive levels (e.g. EP1, EP2, EP3).

Coding was conducted in two rounds; in each
round, every document was coded independently by
two separate coders. The first round of coding was
at the document level, where relevant passages and
code categories were identified for each document. In
the second round, each passage was coded, and then
document-level codes were assigned based on the fre-
quency of passage-level codes used. If the document-
level codes did not have inter-coder agreement (ICA),
athird coder independently coded the document, and
the most often applied code was ultimately assigned
to the document. An ICA of 92% was reached for
the EP, HP, and IP codes on the document-level
codes, and an ICA of 88% was reached for the SP
codes. Of the 188 documents analyzed, 151 were
coded with at least one code—the remaining 37 doc-
uments mainly provided background information on
the organizations.

Unique code combinations were reclassified
into messaging categories: acknowledgement, delay,
doubt, and denial (table 1). ‘Acknowledgement’ doc-
uments recognize that the climate is changing or will
change (EP1), that human activity is the primary
cause (HP1), and that impacts are primarily bad or
unknown (IP1 or IP2). ‘Doubt’ documents convey
uncertainty that the climate is changing or will change
(EP2) and/or uncertainty as to whether human activ-
ity is the primary cause (HP2) and whether the
impacts are serious (IP1 or IP2). ‘Denial’ documents
either deny that the climate is changing or will change
(EP3), deny that human activity is the primary cause
of that change (HP3), or deny that there will be sig-
nificant negative impacts (IP3). Finally, ‘delay’ doc-
uments acknowledge the scientific consensus (EP1,
HP1, IP1/2), yet use rhetoric to deflect, delay, or dis-
tract from solutions (SP2/SP3).

3. Results
3.1. Mapping the network

Figure 1 and table 2 depict relationships between elec-
tric utility industry organizations and organizations
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Table 1. Climate messaging categories.

E L Williams et al

Science Questions

Policy Questions

Acknowledgement:
Document must
acknowledge/endorse
all science questions.

Delay: Document
must
acknowledge/endorse
all science questions.

Doubt: Document
must doubt at least
one science question.
It may acknowledge
the others.

Denial: Document
must deny at least one
science question. It
may acknowledge or
doubt the others.

Is the climate
changing/projected to
change? (Endorsement
Points: EP)

The climate is
changing/projected to
change (EP1).

The climate is
changing/projected to
change (EP1).

The climate may be
currently
changing/may change
in the future (EP2).

The climate is (will)
not changing
(change) (EP3).

Is human activity the
primary cause of
climate change?
(Human-cause Points:
HP)

Human activity is the
primary cause of
current or projected
climate change (HP1)

Human activity is the
primary cause of
current or projected
climate change (HP1)

Human activity may
be the cause of climate
change (HP2).

Human activity is not
the cause of climate
change (HP3).

Are the current or
projected impacts of
climate change
serious? (Impact
Points: IP)

The impacts of
climate change are, or
will be, primarily bad
(IP1).

The impacts of
climate change are, or
will be, primarily bad
(IP1).

The impacts may be
bad (IP2).

The impacts do/will
not exist, are
overstated, or the
benefits will outweigh
the costs (IP3).

Is climate change
solvable? If so, does
the industry have a
responsibility to
reduce emissions?
(Solvable Points: SP)

It is solvable, and the
(partial) responsibility
of utility companies
(SP1). OR n/a.

More research is
needed before taking
action, it is the
(primary)
responsibility of
another entity, or
solutions must
include continued use
of fossil fuels (SP2).
OR Climate change is
not solvable (SP3).

n/a

n/a

Figure 1. Organizational network map depicting relationships between utility trade groups, research groups, front groups, and
campaigns in the document sample. Solid arrows indicate an organization founded, and was a member of and/or participated in
meetings and communications of another; dashed arrows indicate an organization was a member of and participated in meetings
or communications of another; gray dotted lines indicate organizations participated in meetings or communications together.

that have promoted climate denial, doubt, and/or
delay messaging. Electric utilities were related to three
climate denial front groups: GCC, ICE, and GES.
The GCC was one of the first and most prolific cli-
mate disinformation campaigns (Brulle 2019). It had
strong links with the electric utility industry: EEI,

American Electric Power (AEP), Consumers Energy,
and Southern Company were co-founders of the GCC
(see SI). Over a quarter of the GCC’s members—and by
extension funders—came from the industry, including
the National Rural Electric Cooperative Association
(NRECA) (GCC 1991, Brulle 2019). Both EPRI and



U-21870; Ex. UCC-84; Page 6 of 13

E L Williams et al

“(1207) 41peag
“(0207) v 12 ZOIMID[UBIIOY
*(£107) dnor AroremBay 11y AN 5
(T661) UaWUOIIAUY 2] I0] [IOUNO)) uorjeuwrIoju
(T661) 1AUg 313 10] [1OUNOD) UOL Jul

Environ. Res. Lett. 17 (2022) 094026

10P Publishing

IS 99S
*(2207) yoreMma>mos |,
“(vz0t) Sowsaq,
(9107) g g
(8102) HDDDV v
SORIHN
00% SILLIP G oY) UTION TqUIBIN (4DS) UOSIPY PIUIOJI[E) UIAYINOS
Ioqudw Josuodg 319307
ISqQUIB]A IoqUIdIN 10suodg (9210GIN) (ODSJIN) Aueduroy) ad1AISS dI[qNJ BUBRIPU] UISYIION
IOQUIDIN heteliie) g JOqUIDIN (1omo{ erurSITA A[IOULIO)) UOTUTWIO(]
IOqUISIN JOQUIAW ISPUNO] JIoquiay A819U7 s1owmsuoD)
IDQUI] I2QUUDIA GRQUPIN (19MO{ BIUBAJASUUSJ PU. UOSIPY OIYQ A[Iourioy) AS1oug)siry
IOQUISIN IqUIDIN RN (uostpg 31019(T A[1owr1oy) A810ug qI.(
IQUIDI IdqUIdIN IQUIDIN IQUISW Iapun (3s9p dppeUUL]) (SJV) 9ITAISG JI[QN BUOZLIY
I3qQUIB]A QU  Idquidw Tosuodg RERCIA ang
IOqUIAIN PQUIRN  Jdqudw Josuodg RqQUPIN (ToMO{ STOUI[[] PUB JLI)D3[F UOTU[) AJIOULIO]) UISUIY
IOQUISIN IOQUIOW IOpUNO  JIoquiaw Josuodg LJoquIa (dAV) T19MOd JLIII[F ULILIdUIY
0001 IOQUISIN QU JOqUIAW TOPUNO] JOqUIDIN JoqUIaN Auedwo)) ursyinog
((HMIN/ZOD sq) Sued $OUVN feio)l Nolelo) pOdTY 4000V

SUOISSIWId PIZIPIEPUR)G  UO Paseq 9I00G eI

“[IBISAI SIY) UL PIYIIUIPI SEM UOT)IIUUOD OU Jey) JNq ‘SISIXd UONIIUUOD OU ULIW JOU SI0P UONIIUU0D pajrodar Jo yoef e
1qnd drgsisquiaur 1191) 9eU J0U OP SUOTIRZIUBSIO 353} 0UIS “TDDDV Pue DTV 107 *(IS 995) SI1eIL $S0I0E SILIRA D)D) UT JUIWIAJOAUT UOTRZIULSIO AJ[N[) "JUSWIAJOAUT JO T34 JO sSa[pIedal ‘papnput a1e DDV Pue DITY DDOD
10§ SYUI] [[V 98papmouy] Ino Jo 352q 2y} 03 darsnput A[ng st drysroquiawr gD *£107 10§ PI[eA a1e S{UI] DYy PAd1dap [[v ‘saniun asay) 1oy uonnyjod jo sarnseawr pue [ 21ndy ur suoneziuedio WD) Ul JUSWIIAJOAUT SINI[N() T I[qEL




10P Publishing

Environ. Res. Lett. 17 (2022) 094026

EEI were active participants in the GCC’s Science and
Technology Assessment Committee meetings (GCC
1997).

ICE was a short-lived, pilot climate denial cam-
paign, whose primary goal was to ‘[r]eposition global
warming as theory (not fact)’ through both print and
radio advertisements (ICE 1991, p 7). This campaign
was co-founded by EEI and the Western Fuels Asso-
ciation (WFA), which is a utility association com-
posed of coal providers and rural electric cooperatives
(Monbiot 2009, Mulvey and Shulman 2015, DeSmog
2022b). Individual utilities were also involved in
ICE, including Southern Company as a funder of
ICE, and Arizona Public Service (APS)—though APS
‘reserve[d] the right to distance’ themselves from ICE
activities (Information Council for the Environment
1991, p 5, 8). With the collapse of ICE, WFA next
founded GES in 1997, a campaign which operated
until 2005 (GES 2005). GES similarly produced print
advertisements and videos that undermined climate
science.

In addition to founding and participating in cli-
mate denial front groups, utility industry organ-
izations have also lobbied against climate legisla-
tion while promoting messages of denial, doubt,
and delay. Work to delay climate action has primar-
ily occurred through three organizations: ALEC, the
UARG, and America’s Power. Founded in 1973, ALEC
brings together corporate interest groups with con-
servative state legislators. It writes model legislation
on a range of issues, including rolling back renewable
energy laws (Stokes 2020). As of 2022, it continued
to promote climate denial, stating: ‘Global Climate
Change is Inevitable. Climate change is a historical
phenomenon and the debate will continue on the
significance of natural and anthropogenic contribu-
tions’ (ALEC 2022). While its membership is not pub-
licly shared, documents show numerous utilities were
members and funders of ALEC over the years (Ander-
son et al 2017, ALEC 2018, Triedman et al 2019,
Energy and Policy Institute 2022, DeSmog 2022b). As
of 2019, Duke, APS, NRECA, and EEI were still par-
ticipating in ALEC meetings (Surgey 2019).

The UARG was a utility association founded in
the 1970s to resist Clean Air Act regulations (Lazarus
2020). It filed numerous lawsuits and comments on
behalf of electric utilities to fight climate policy, at
times promoting climate doubt, before dissolving in
2019 (UARG 2009, Kasper 2021). Many utilities ter-
minated their membership in UARG during a con-
gressional investigation that showed ratepayer funds
were used to support this climate delay organiza-
tion. For example, the Tennessee Valley Authority
(TVA) used millions of dollars of customer revenues
over several decades to fund UARG lawsuits block-
ing climate action (Kasper 2021; e.g. UARG 2017).
However, despite the controversy, several utilities and
associations remained members of UARG until its
dissolution in 2019, including EEI, AEP, Ameren,
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FirstEnergy, TVA, and Southern Company (Bade
2019, Kasper 2019).

America’s Power, formerly known as the ACCCE,
is a pro-coal advocacy organization that has lob-
bied heavily against climate legislation (Anderson
et al 2017, Brulle 2019). ACCCE led the effort to
rebrand coal, pushing the image of ‘clean coal’ and
emphasizing the ‘social benefits of carbon’ (Man-
agement Information Services 2014, Anderson et al
2017). At its peak, it derived half of its members
from the electric utility industry (Brulle 2019). While
Ameren, FirstEnergy, Duke, and DTE Energy left
ACCCE before 2016, AEP and Southern Company
stayed until 2019 (Smyth 2016, ACCCE 2018, Energy
and Policy Institute 2022).

Table 2 summarizes the relationships identified in
our sample between individual electric utilities and
these groups; the table is ordered by frequency of
involvement. The utilities listed in the table were all
authors of documents in the sample or listed reg-
ularly in GCC membership lists (see SI). All elec-
tric utilities in table 2 are members of EPRI and
EEI (EPRI 2006, EEI 2019). As formal member-
ship lists are not available for ALEC and ICE, we
detail contributions, coordination, or otherwise doc-
umented cooperation. Ten utilities stand out as being
extensively involved in climate denial, doubt, and
delay. These utilities had documented participation
or membership in three or more known climate
denial, doubt and/or delay organizations: Southern
Company, AEP, Ameren, Duke, APS, DTE, FirstEn-
ergy, Consumers Energy, Dominion, and Northern
Indiana Public Service Company (NIPSCO).

Notably, many of the ten utilities most extens-
ively involved in climate denial stand out as the largest
polluters in the industry today. Table 2 summarizes
two measures of pollution for these utilities (see SI
for details on these measures). The climate score is
based on the 50 dirtiest utilities’ plans to retire coal,
build new gas capacity, and build clean energy infra-
structure (Romankiewicz et al 2020). Nine out of
ten utilities who were extensively involved in pro-
moting climate denial, doubt and delay have poor
climate plans. A second score, developed with two
major utilities, shows current standardized emissions
in CO,/megawatt-hour (MWH) for the utilities in
our sample (Bradley 2021). Here again, the ten util-
ities extensively involved in climate denial generally
stand out as some of the dirtiest in the industry today.
This suggests that utilities with significant invest-
ments in fossil fuels promoted climate denial based
on their material interests.

3.2. Tracing the utility industry’s messaging on
climate change over time

Using our document sample, we examine how the
utility industry messaged on climate change over
time. If their public communications tracked with
the scientific consensus, we should not expect to find
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Figure 2. Temporal distribution of categorized codes for all documents (a). Taking the average year for documents in each
messaging category, acknowledgement documents are centered in 2006, delay documents are centered in 2005, doubt documents
are centered in 1989, and denial documents are centered in 1996 (years indicated as vertical lines). Major climate reports are
shown (b) from the IPCC (olive), National Climate Assessment (blue), National Research Council (magenta), National
Academies of Science (green), and Hansen congressional testimony (red).

evidence of doubt regarding the existence and cause
of climate change after 1990 at the latest. The util-
ity industry was aware of the climate science devel-
opments of the 1980s, having conducted some of its
own research. However, our analysis indicates that
the industry communicated climate denial and doubt
throughout the 1990s, after the scientific consensus
was established (figure 2(a)). Doubt was most com-
mon in the early part of the study period, when
the scientific consensus on human-caused climate
change was still emerging. As such, a degree of uncer-
tainty during this time could be considered reason-
able. However, nearly half of the doubt documents
in our sample are found after Hansen’s 1988 testi-
mony (figure 2(b)). In addition, denial documents
are centered in 1996, indicating an industry-wide
shift from doubt to denial during the time the sci-
entific consensus on climate change became public. In
other words: as science increasingly showed climate
change existed and was human caused, some util-
ity industry organizations shifted increasingly toward
climate denial.

After 2000, the documents indicate an industry-
wide shift towards communicating delay. During
this time, while most (95%) documents implicitly
or explicitly acknowledged that climate change exis-
ted and was human-caused, over half of the docu-
ments contained ‘delay’ rhetoric, deflecting respons-
ibility onto other countries or sectors, or arguing
for the necessity of continued reliance on fossil
fuels for electricity generation. The only organiza-
tions in the sample communicating denial or doubt
after 2000 were CORE Electric Cooperative (formerly
intermountain rural electric association, or IREA,
in 2005), ACCCE (in 2014), and ALEC (in 2019)
(figure 2(a)).

While patterns exist for the utility industry in
our sample (figure 2), messaging varied by organiza-
tion. To examine how individual organizations within
the utility industry communicated publicly about cli-
mate change, we examined documents from the five
primary organizations in our sample (figure 3). Com-
parison across all five organizations is only possible in
the 1990s, when all were active. From 1990 to 2000,
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Figure 3. Temporal distribution of categorized codes for the five primary organizations in the sample. Years before an
organization’s founding or after its dissolution are shown in gray. Thick lines represent multiple documents, while thin lines

represent a single document.

both EPRI and EEI had mixed communications that
mostly included doubt, with some denial, delay, and
even acknowledgment. However, during this same
period, the front groups that were funded and/or oth-
erwise supported by the industry—GCC, ICE, and
GES—all spread climate doubt and denial. As ICE and
GCC were cofounded by EEI (figure 1), this demon-
strates that electric utility industry organizations, like
their counterparts in the oil and gas industry, used
front groups to undermine climate science. These
front groups were short-lived, all dissolving around
20005 after 2000, official industry organization mes-
saging transitioned to a mix of acknowledgement and
delay.

3.3. Examining EEI and EPRT’s climate messaging
over time

Our sample includes a representative set of docu-
ments from EEI and EPRI, two important organ-
izations within the electric utility industry. In this
section, we unpack both organizations’ messaging
on climate change over the past 50 years in greater

detail. We identify certain patterns in messaging
in our representative sample of EEI and EPRI’s
journals. Before 1990, both organizations commu-
nicated doubt about climate change (figure 3). Yet,
even after the scientific consensus crystalized, in the
1990s, both organizations continued to communic-
ate denial, doubt, and delay. After 2000, both EEI
and EPRI have alternated between delay and acknow-
ledgement.

In the 1970s, both EEI and EPRI recognized that
if climate change was real and human-caused, the
implications for the industry would be enormous. A
1977 EPRI Journal article stated: ‘if [climate change
turned] out to be of major concern, then fossil fuel
combustion will be essentially unacceptable’ (Comar
1977, p 14). EET’s bulletin published a similar art-
icle in 1971: ‘[i]f we had to stop producing CO,, no
coal, oil, or gas could be burned... The only pos-
sible alternative is nuclear energy...” (Wilson 1971, p
181). While EPRI and EEI documents from the 1970s
emphasize uncertainties in climate science, they also
stated that action should not be delayed given serious
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climate impacts. One EPRI Journal article ended by
quoting scientist William Kellog: ‘If we wait to let
the atmosphere perform the carbon dioxide exper-
iment...it will be too late to do much about it if
a warmer earth should prove to be a sadder earth’
(Terra 1978, p 27).

In the 1980s, EPRI and EEI messaging contin-
ued to grapple with climate science uncertainty yet
argued increasingly for delay. One EPRI article from
1986 presented a range of views from ‘we have to con-
duct a lot more scientific research before we do any-
thing else’ to ‘we do know enough to mitigate the
greenhouse effect’ (Shepard 1986, pp 13-15). That
same year an EPRI Journal editorial argued that the
‘decision will be easier to make and will be better
designed if we know more about the science of the
issue’ (Males 1986, p 2). Similarly, a 1989 EEI art-
icle stated: ‘any plan calling for urgent and extreme
action to reduce utility CO, emissions is premature at
best’ (McCollam 1989, p 44). Articles began emphas-
izing the global nature of the climate problem and the
emissions of developing countries. They argued the
U.S. electricity industry was only a small percentage
of global emissions. For example, a 1988 EPRI art-
icle stated that: °...the United States cannot solve the
greenhouse problem alone. It is a global issue...Of
the U.S. contribution to CO, loading, about one
quarter comes from electric utilities... U.S. and West-
ern European fossil fuel CO, emissions have been
fairly stable since the early 1970s, but emissions from
the eastern bloc, China, the Pacific Rim, and develop-
ing nations are rising...” (EPRI 1988, pp 14-15). In
fact, while U.S. CO; emissions in 1988 were only mar-
ginally higher than in the 1970s, emissions had been
steadily increasing since the early 1980s, and contin-
ued to increase until 2007 (Ritchie et al 2020). By 1990
the American electricity sector was almost 7% of total
global carbon pollution—a significant share (Global
Carbon Project 2020, EPA 2021).

By the 1990s, climate science had established that
climate change was real and human caused. Dur-
ing this decade, a divergence occurred between the
two organizations: EPRI continued to communicate
doubt throughout the decade, while EEI increasingly
promoted delay (figure 3). As the research arm for the
industry, EPRI articles discussed the science of cli-
mate change more than EFI articles, while EEI gen-
erally discussed policy implications, likely explaining
this difference in the organizations’ messaging. How-
ever, both organizations also each published a denial
document, both arguing that climate impacts were
not serious. An EEI article asserted that the data ‘show
cooler days, warmer nights, and better vegetables’
(Michaels 1993, p 1), while an EPRI article stated that
‘aggregate damages to the U.S. economy are likely
to be substantially lower than previously estimated,
with some sectors realizing net benefits’ (Wilson and
Pietka 1997).
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In the mid-1990s, EEI also began advocating for
voluntary action rather than binding policy (Draper
1994, EEI 1999). As the Kyoto Protocol negotiations
unfolded, the industry argued that the U.S. should
not reduce emissions if other countries continued to
emit. EEI stated that targets in the Kyoto Protocol
were ‘unrealistic’ (Novak 2001, p 68) because the
renewable energy required by ‘even the most mod-
est climate treaty proposal’ would leave the electricity
sector unable to meet current U.S. energy demand
(EEI 1997, p 78). Instead, EED’s stance at the turn
of the century was that to ‘[stabilize] atmospheric
concentrations of greenhouse gases cost-effectively
over the long term...we should focus our near-term
efforts on conducting an accelerated climate tech-
nology research, development, and deployment pro-
gram’ (Novak 2001, p 68). This push for R&D and
voluntary initiatives has continued to the present,
defining much of the industry’s stance on climate
action in the 2000s.

By the 2000s, EEI and EPRI no longer communic-
ated doubt or denial; instead, both frequently argued
to delay transitioning the electricity mix (figure 3).
Language deflecting focus onto the emissions of other
countries and sectors was still used in EPRI and EEI
documents in the early 2000s, though less than in
the prior two decades. Instead, after 2000, EEI and
EPRI frequently presented carbon capture and stor-
age (CCS) as the most promising solution to climate
change, arguing that because ‘half of U.S. electricity
comes from coal combustion, any policy to reduce
electricity’s carbon footprint will rely on carbon cap-
ture and storage’ (EPRI 2010, p 10). As such, these
documents argued that climate action must focus on
pursuing ‘clean coal’ via gasification and CCS. In our
representative sample of EEI and EPRI documents
from 2000-2019, ‘clean coal’ and CCS were discussed
as much as all other carbon-free technologies com-
bined (word count: CCS and integrated gasification
combined cycle, or IGCC, N = 658; renewable, solar,
wind, geothermal, and nuclear, N = 654). While most
current electricity decarbonization scenarios include
some form of CCS, the technology is predicted to
account for less than 5% of total generation by 2040
(Larson et al 2020, IEA 2021, Williams et al 2021).
Instead, these studies identify renewables, energy effi-
ciency, and electrification as the primary solutions.
Moreover, CCS has struggled technologically and fin-
ancially: after more than 40 years of effort, CCS
remains expensive (Jarratt and Coates 1984, Shepard
1986, Hannegan 2011, Abdulla et al 2020). Overall,
90% of the proposed power sector CCS capacity was
never built (Abdulla et al 2021). As of 2021, there are
no commercial-scale CCS facilities in the American
power sector (Global CCS Institute 2021).

Only in the last few years have EEI and EPRI more
consistently acknowledged the scientific consensus on
climate change and the need to transition away from
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fossil fuels. After 2015, all EPRI and EEI documents in
our sample communicated acknowledgement. That
said, in 2017, the current CEO of Southern Com-
pany and then chairman of EEI stated in a television
interview that he did not believe human activity was
causing climate change. When asked, ‘Do you think it
is been proven that CO, is the primary climate con-
trol knob?, he replied ‘No. Certainly not. Is climate
change happening? Certainly. It is been happening for
millennia...” (Belvedere 2017). This is climate denial.

4, Discussion and conclusion

In this paper, we have examined a cross section of
the American electric utility industry’s public mes-
saging on climate change. While industry organiz-
ations knew about, and in some cases conducted
research on, climate science as far back as the 1970s,
until 2000 some utility organizations in this ana-
lysis cast doubt on climate change and founded, fun-
ded, and engaged in disinformation campaigns. Their
actions were not limited to messaging alone: the util-
ity industry spent over $500 million lobbying against
renewable energy and climate policy over the past
two decades (Brulle 2018, Mildenberger 2020, Stokes
2020).

After 2000, while EEI and EPRI no longer pub-
licly doubted or denied climate change, these organ-
izations continued to argue for delayed action. This
rhetoric deflected focus onto other countries and sec-
tors and uplifted approaches such as CCS that have
proven unviable to date in the power sector, distract-
ing attention from the energy transition. This shift
from doubt to delay is the same pattern that was iden-
tified in ExxonMobil’s communications (Supran and
Oreskes 2021).

Yet, unlike fossil fuel companies, the electric util-
ity industry does not have to continue to rely on fossil
fuels to produce electricity. Technologies exist today
to decarbonize much of the sector by 2035 (Phadke
et al 2020). Coupling clean electricity with electrific-
ation of transportation, buildings, and industry has
the potential to eliminate the majority of American
carbon pollution, and has been shown to be a cost-
effective pathway (Luderer et al 2022). This pathway
would even prove profitable for the electric utility sec-
tor (Stokes 2020). Increasingly, the industry is real-
izing the opportunity in clean energy and electrific-
ation. For example, in 2018, the CEO of Southern
California Edisons holding company wrote in EET’s
Electric Perspectives: “We need myriad resources and
stakeholders to address climate change, but I believe
electric companies are central figures. Only electric
companies have the size and resources to imple-
ment clean energy initiatives on a significant scale’
(Pizarro 2018, p 30). Furthermore, two of the ten
utilities that we find were the most involved in cli-
mate denial, doubt and delay—NIPSCO and Con-
sumers Energy—have significant plans to transition
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their dirty assets to clean resources this decade
(Romankiewicz et al 2020, Stokes 2020).

However, others are continuing to delay. As of
2020, the 79 utilities that generated a majority of U.S.
electricity from fossil fuels had only pledged to retire
a quarter of their coal generation by 2030, while pro-
posing over 36 GW of new gas plants. These same
utilities had only pledged to replace 19% of their
current fossil generation with renewable resources
(Romankiewicz et al 2020). As a whole, the electric
utility industry is moving too slowly on transitioning
to clean energy. Of the ten utilities we identify as most
involved in climate denial, doubt and delay, eight are
delaying acting on clean energy: Southern Company,
AEP, Ameren, Duke, APS, DTE, FirstEnergy, and
Dominion (Romankiewicz et al 2020). These eight
utilities remain heavily invested in dirty energy with
few plans to transition to clean power. Similarly, Galli
Robertson and Collins’s (2019) found that South-
ern Company, AEP, and Duke—three of the utilities
most involved in climate denial—are among the seven
largest emitters in the industry, accounting for >25%
of coal fired electricity generation emissions. Hence
there is a tight correlation between those utilities that
are maintaining fossil fuel assets today and those that
have promoted climate denial, doubt, and delay.
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Coal and utility interests ask for, receive,
bailouts to help failing power plants

By Matt Kasper
October 2, 2017

In keeping with Donald Trump's mission to bail out the coal industry, Department of Energy
Secretary Rick Perry has asked the Federal Energy Regulatory Commission (FERC) to provide
bailouts to power plants that no longer can compete with natural gas and renewable energy in
the wholesale power market on the false basis that they will solve a grid resiliency crisis that
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does not exist. The proposal is intended to subsidize coal and nuclear plants, both of which are
expensive and have been causing utility operators and coal mining companies to lose money.

"Trump Digs Coal' at Charleston Rally (CSPAN)

Perry has filed a proposed rulemaking that asks the federal regulators (two of which are Trump
appointees, with an additional two more pending Senate approval) to approve of the rule in
order to allow power market operators to establish a new tariff for power plants that have a 90-
day fuel supply on site — a naked nod to coal and nuclear plants.

The requirement to have a 90-day fuel supply on site echoes what coal and utility interests
advocated for while speaking at energy conferences last week.

Paul Bailey from the American Coalition for Clean Coal Electricity (ACCCE) spoke at the
Southern States Energy Board conference in Charleston on September 26 and said:

“Depending on which coal plant it is, it has somewhere between a 70- and 80-day supply of
coal sitting there on site. That is fuel security. You’ve heard DOE Secretary Perry talk about fuel
security — that’s fuel security right there ...

“We think very strongly that the coal fleet is undervalued because — for a number of reasons,
including that a large pile of coal sitting there on site, if you have a problem, that’s a good
insurance policy.”
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After the release of the proposed rule, Bailey applauded DOE and said, "We commend
Secretary Perry for initiating a rulemaking by FERC that will finally value the on-site fuel security
provided by the coal fleet. The coal fleet has large stockpiles of coal that help to ensure grid
resilience and reliability.”

ACCCE members include coal mining companies, railroad companies, along with electric
cooperatives and two of the largest utility companies, American Electric Power and Southern
Company.

West Virginia Coal Association President Bill Raney echoed similar remarks last week when
speaking at the Annual Coal Marketing Days Conference on September 26 in Pittsburgh.

Raney led the discussion titled, "Washington's New View on Coal — Reversing Regulations in an
Effort to Assist Fossil Fuel.”

Raney told the audience that the future of the coal industry was “created on November 8th." He
listed how the country has withdrawn from the Paris Climate Treaty, the regulations the
administration has repealed, and that together with the DOE Report on Electricity Markets and
Reliability he is seeing a "tremendous attitude change” and a “positive atmosphere” in
Washington.

But in order to further level the playing field in the electricity market, Raney said he would also
like to see more coal piled up outside of power plants:

“You can’t see the gas lines. You can’t see wind. You can’t see solar. So maybe we need to talk
about having a requirement for power plants in order to ensure reliability of at least having a 30
to 60 day supply of fuel on hand. That is very practical and significant.”

Members of the West Virginia Coal Association include mining and railroad companies but also
American Electric Power and FirstEnergy, which also released a statement that supported the
rule upon its release.

Raney listed the many individuals that have been hired and nominated for positions within the
Trump administration that are working to help the coal industry. He highlighted EPA
Administrator Scott Pruitt, Secretary Ryan Zinke, and Secretary Rick Perry and again mentioned
the grid reliability report.

Raney additionally listed Landon "Tucker” Davis as the coal policy advisor in the Department of
Interior, Steve Winberg from CONSOL Energy and Doug Matheney from the Count on Coal
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Initiative within the Energy Department, and Dave Zatezalo of Rhino Resources to run the Mine
Safety and Health Administration.

Other individuals that Raney didn’t highlight, but who also have connections with the utility and
coal industry, include Brian McCormack (formerly of the Edison Electric Institute), David Banks
(former lobbyist for Exelon), Mark Menezes (former lobbyist for Southern Company and other
utilities), and Travis Fisher (formerly of the fossil fuel-funded Institute for Energy Research).

McCormack is a former executive at the Edison
Electric Institute (EEI) and Perry's current chief of
staff at DOE. Perry's proposal to FERC guotes
from a recent pro-coal and pro-nuclear study
funded by three trade associations, including EEI,
as justification for the rule. The other trade
associations behind the study are the U.S.
Chamber of Commerce, with utility and nuclear
companies on its board, and the Nuclear Energy
Institute.

After the release of the trade association-funded
report, EEl Executive Vice President Phil Moeller, a

former FERC Commissioner, said, “wholesale EEl's Philip Moeller - FERC's second-longest
electricity markets should address price formation serving member, from 2006 through 2015.
and the valuation of essential reliability services (Twitter)

for customers.” And after the release of the DOE
proposed rule, EEl released a statement that was
supportive of Perry's request.

David Banks, a former lobbyist for Exelon and now a special advisor to Trump, authored a report
in 2014 that was critical of demand response, renewable energy, and natural gas in wholesale
markets because "non-subsidized plants — including nuclear and coal units — are
disadvantaged.” He called for FERC to "adequately compensate assets that provide critical
services to the grid and address the impact of subsidies on energy markets.”
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Exelon’s CEO Chris Crane, vice chairman of the Edison Electric
Institute and immediate past chairman of the Nuclear Energy
Institute (CNBC)

Exelon’s CEO Chris Crane called for a similar recommendation in an interview

with UtilityDive earlier this year: “[Nuclear] provides more benefits than just megawatts ... The
resiliency, fuel diversity — it's important that is factored into price formation." Exelon also
released a statement thanking Rick Perry for the proposal and highlighted the EEI, Chamber of
Commerce, and NEI report as the rationale for FERC to finalize a rule.

The DOE proposal suggests that now-retired coal plants were crucial to the grid’'s operation
during the polar vortex, a false accounting which elides the fact that coal stockpiles froze
during the vortex, and wind energy, efficiency and demand response were instrumental to
keeping the lights on then, as noted by the Natural Resources Defense Council.

The DOE proposal asks FERC to act within 60 days, but the federal regulators are under no
obligation to act within that timeline.
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baseload compensation
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By Gavin Bade
Senior Reporter

Dive Brief:

e The Federal Energy Regulatory Commission set tight deadlines
for industry to file comments on a controversial market reform
proposal from the Department of Energy, saying on Monday
that initial comments are due on Oct. 23 and reply comments on

Nowv. 7.

¢ FERC’s move came as a group of 11 energy trade associations
filed a motion with the Federal Energy Regulatory Commission
on Monday asking it to extend its consideration of major
electricity market reforms beyond the 60-day timeframe
requested by the Department of Energy. FERC could still grant

extensions on its comment timetable.

e The group, including representatives from the solar, natural gas,
wind, co-op and municipal utility industries, wrote the DOE
failed to provide a reason for such a short consideration period
in its rulemaking filing on Friday. “No emergency exists to

justify such an action,” they wrote.

Dive Insight:

Days after the Department of Energy proposed the most significant
reforms to wholesale power markets in a generation, energy

industry groups are taking sides.
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On Sept. 29, DOE filed a Notice of Proposed Rulemaking at
FERC asking the commission to provide cost recovery for power
plants that keep a 9o-day supply of fuel onsite. The proposal
sparked outcry among other power interests who worry it could

unravel competitive electricity markets.

Coal and nuclear interests moved quickly to praise the proposed
rule. Exelon, the nation’s largest nuclear generator, said it was
“pleased” DOE moved to “ensure that attributes of nuclear

generation are fully and appropriately valued.”

But a larger contingent of power sector interests expressed dismay
at the proposal. In a filing at FERC, a broad array of power sector

interests argued that the DOE proposal offered no justification for
its directive that FERC conclude its rulemaking on market reforms

within 60 days.

“To the extent the [NOPR] implies that an emergency exists to
justify the proposed interim final rule (although it provides no
justification for this action whatsoever), publicly available
information from the Department of Energy (“DOE”) and North
American Electric Reliability Corporation (“NERC”), as well as
other experts, all demonstrate that no emergency exists that would

justify such an action,” they wrote.

That timeframe, the groups pointed out, would leave only 15 days
for commissioners to consider the final rule after a 45-day
comment period. The trade associations requested 9o days for
initial comments on any proposed rule, as well as time for reply
comments and the convening of a technical conference on the

proposal.

“These reasonable steps would allow for meaningful public input
from all stakeholders, including from energy market participants,
grid operators and regulators and the power-consuming public,”

the groups wrote.
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The association letter was signed by 11 groups: Advanced Energy
Economy; the American Council On Renewable Energy; the
American Petroleum Institute; the American Public Power
Association; the American Wind Energy Association; the
Electricity Consumers Resource Council; the Electric Power Supply
Association; the Interstate Natural Gas Association of America; the
National Rural Electric Cooperative Association; the Natural Gas

Supply Association; and the Solar Energy Industries Association.

The Edison Electric Institute, the trade group for investor-owned
utilities, did not sign onto the trade association letter. In a
statement, EEI vice president of energy supply Richard McMahon
said the NOPR shows DOE recognizes that “a balanced energy mix
that includes 24/7 energy sources is vital to sustaining a secure,

reliable, and resilient energy grid.”

“New market rules should recognize the role that all generation
sources play in maintaining the reliability and resiliency of the

energy grid,” he said.

FERC’s deadlines released Monday could indicate that the
commission intends to fast-track the proposal, but energy lawyers
and former FERC commissioners told Utility Dive last week FERC
is likely to extend its timeframe. The NOPR is likely too vague to
form the basis of a final rule, they said, and FERC may have to
start over with the proposal as “a prompt for comments” that

would form the basis of final policy.

This post has been updated to include comments from the Edison

Electric Institute.
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AEP, AES, and Duke Energy oppose repealing coal plant bailout, which could cost Ohio
utility ratepayers $1 billion by 2030

Utilities oppose ending Electric Security Plans that have cost Ohio utility ratepayers
billions

Utilities also oppose ratepayer refunds for unlawful bill riders

Ratepayers could still see electricity bills rise under the new legislation

Ohio's largest utilities are opposing state legislation that could help rein in scandal-tainted
electric bill riders that have cost their customers billions of dollars.

Executives from AEP, AES, Duke Energy, and FirstEnergy’s Ohio utilities all provided testimony
opposing the legislation, House Bill 15 and Senate Bill 2, multiple times in recent weeks to the
energy committees of the Republican-controlled Ohio House and Senate. The state senate
passed its version of the bill last week with unanimous support.

Philip Moeller, the Vice President of Business Operations and Regulatory Affairs for the Edison
Electric Institute (EEI), also testified against the bills. EEl is the industry association for the
nation’s investor-owned electric utilities and is largely funded with money that member utilities
collect from customers through their electricity bills. Moeller makes more than $1 million a year
working for EEI, according to the group’s latest available federal tax reports.

AEP, AES, and Duke Energy oppose repealing coal plant bailout, which could cost Ohio utility ratepayers
$1 billion by 2030

AEP Ohio President Marc Reiter, Duke Energy Ohio President Amy Spiller, and AES Ohio
General Counsel Christopher Holon and Senior Director of Regulatory & RTO Affairs Sharon
Shroder all specifically opposed provisions of HB 15 and SB 2 that would end the ratepayer
bailout of the coal-fired Clifty Creek and Kyger Creek power plants, a bailout that's cost
Ohioans nearly $680 million over the past decade. The cost to ratepayers could rise to $1 billion
by 2030, according to an analysis prepared for the Ohio Manufacturers’ Association, which has
long opposed the coal plant bailout.
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The two coal plants are owned by the Ohio Valley Electric Corporation (OVEC). AEP, AES, and
Duke are all shareholders in OVEC, with AEP owning the largest share with a nearly 40 percent
ownership stake.

In 2019, state lawmakers extended the ratepayer bailout of the OVEC plants until 2030 through
the bribery-tainted House Bill 6. AEP, AES, and Duke have collectively raked in nearly $450
million through the HB 6 coal plant subsidies since 2020 alone, according to the Ohio
Consumers Counsel.

State lawmakers previously repealed HB 6's $1 billion ratepayer bailout of two nuclear power
plants that were owned by a bankrupt subsidiary of FirstEnergy that became Energy Harbor,
and was later acquired by Vistra Corp.

Ohio’s former Republican House Speaker Larry Householder was sentenced to twenty years in
federal prison for racketeering in 2023, after a trial that detailed how FirstEnergy secretly paid
$60 million to make Householder speaker and secure the nuclear plant bailout via HB 6.
Householder and FirstEnergy used 501(c)(4) nonprofit organizations, which are not required by
the IRS to publicly disclose their donors, with names like Generation Now and Partners for
Progress to conceal the flow of money.

FirstEnergy reached a deferred prosecution agreement with prosecutors that allowed the utility
company, which was also charged with a federal crime, to avoid having its own criminal case go
to trial. FirstEnergy agreed to pay a $230 million fine and cooperate with the ongoing federal
investigation of utility corruption in Ohio.

AEP secretly funded Empowering Ohio’s Economy, a 501(c)(4) that funneled $1.4 million into
several 501(c)(4)s involved in the Householder case, including Generation Now, the Coalition
for Growth & Opportunity, and Coalition for Term Limits. AEP, the largest beneficiary of HB 6's
OVEC bailout, has not been charged with any crime, but did agree to pay a $19 million penalty
to settle a related investigation by the Securities and Enforcement Commission.

In his testimony last month opposing HB 15, Reiter described the OVEC coal plants as
"essential” to power grid reliability.

“This is especially important during times of extreme weather conditions which our state is
experiencing frequently,” Reiter testified.

Coal-fired power plants are a major source of carbon dioxide pollution that's driving harmful
climate change and fueling extreme weather that threatens the grid. The OCC estimates that
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the OVEC plants emitted nearly 60 million tons of CO2 into the atmosphere just since 2020.

The Clifty Creek coal plant is located in Indiana, not Ohio. Fuel receipt data available from the
U.S. Energy Information Administration shows most of the coal purchased for the OVEC plants
last year was imported from mines in Kentucky and West Virginia owned by Alliance Resource
Partners. The coal company's CEO Joseph Craft is a major GOP fundraiser, and worked with
FirstEnergy on a failed effort to secure a federal bailout for coal-fired power plants during
President Trump's first term.

The Ohio Coal Association provided testimony in support of maintaining the OVEC coal plant
bailout. Randy Eminger of the coal industry-backed Energy Policy Network also testified and
recommended steps Ohio could take to avoid further coal plant closures, including requiring
that any new renewable energy generation in Ohio be backed up by “dispatchable” power (i.e.
coal or natural gas).

Eminger and the Energy Policy Network previously joined with Craft's coal company to form the
Indiana Coalition for Affordable and Reliable Electricity, or ICARE, a front group that fought the
Indiana utility NIPSCQ's plans to retire its coal plants and invest in new wind power.

Utilities oppose ending Electric Security Plans that have cost Ohio utility ratepayers billions

The utilities and EEI also took issue with provisions of the new legislation eliminating Electric
Security Plans (ESPs) that were created as part of a 2008 Ohio energy law. ESPs have enabled
AEP, AES, Duke and FirstEnergy to rake in $3.7 billion from Ohio ratepayers since then through
bill riders, according to the OCC. AEP, AES, and Duke used their ESPs to charge customers to
bail out the OVEC coal plants before HB 6 became Ohio law in 2019, the OCC told state
lawmakers last year.

FirstEnergy greased the wheels for the Public Utilities Commission of Ohio’s approval of its
Electricity Security Plan IV through a secret side deal with large energy users flagged by state
and federal prosecutors in the indictments of former FirstEnergy CEO Charles E. Jones and
lobbyist Mike Dowling. The side deal is also now under investigation by the PUCO.

The federal criminal investigation found FirstEnergy secretly paid $22 million between 2010 and
2019 to Samuel Randazzo, at the time a prominent energy attorney and lobbyist who
represented the Industrial Energy Users-Ohio and anti-wind power interests in Ohio. In 2015,
FirstEnergy secretly agreed to increase Randazzo's consulting payments in exchange for
getting IEU-Ohio to drop its opposition to the utility's ESP IV before the PUCO.

https://energyandpolicy.org/ohios-big-utilities-fight-repeal-of-scandal-tainted-bill-riders-that-cost-customers-billions-of-dollars/ 4/10


https://www.eia.gov/electricity/data/eia923/
https://www.kentucky.com/news/politics-government/article288033765.html
https://energyandpolicy.org/firstenergy-donald-trump/
https://energyandpolicy.org/firstenergy-donald-trump/
http://documents/
https://www.documentcloud.org/documents/25599616-ohio-reliability-analysis-and-report-by-the-energy-policy-network-eminger-llc-and/
https://www.indystar.com/story/news/2019/04/12/coal-plants-indiana-how-group-hopes-keep-them-running/3411536002/
https://www.indystar.com/story/news/2019/04/12/coal-plants-indiana-how-group-hopes-keep-them-running/3411536002/
https://www.occ.ohio.gov/testimony/hb15/2025-02-12
https://www.occ.ohio.gov/testimony/sb-143/2024-01-23
https://www.occ.ohio.gov/testimony/sb-143/2024-01-23
https://www.dispatch.com/story/news/politics/2024/02/18/side-deals-how-large-energy-users-get-refunds-that-most-ohioans-dont/72587795007/
https://puco.ohio.gov/news/fe-dcr-3
https://energyandpolicy.org/samuel-randazzo-indictment/
https://www.beaconjournal.com/story/news/2024/02/25/ieu-ohio-university-akron-lost-millions-firstenergy-scandal-what-is-it-oelc/72682514007/
https://energyandpolicy.org/samuel-randazzo-puco/
https://www.cleveland.com/open/2021/08/firstenergy-promised-huge-windfall-to-former-utilities-lawyer-after-company-says-it-got-him-to-change-sides-on-key-regulatory-issue.html

U-21870; Ex. UCC-88; Page 5 of 10
9/21/25,7:46 PM Utilities fight repeal of bill riders that have cost Ohioans billions of dollars

FirstEnergy's final $4.3 million consulting payment to Randazzo, made just before his
appointment as PUCO chairman by Governor Mike DeWine in early 2019, was later deemed a
bribe by prosecutors. Randazzo was indicted on state and federal criminal charges, but died by
suicide last year.

The latest version of HB 15 would also bar utilities from using cash payments to induce parties
to enter into a settlement of a PUCO matter, and from entering into any secret arrangement or
financial or private agreement with a party to a settlement that's not disclosed publicly.

Utilities also oppose ratepayer refunds for unlawful bill riders

All four of the utilities took particular issue with parts of HB 15 and SB 2 that would close a
longstanding loophole in Ohio law that since 2009 has allowed AEP, AES, and FirstEnergy to
avoid refunding $1.5 billion via bill riders and charges collected from ratepayers that were later
found to be unlawful by the Ohio Supreme Court, according to the OCC.

"I commend the legislature for finally addressing this issue as it is long overdue and | strongly
urge the passage of this provision to prevent the travesty that the current situation has caused,”
Janine Midgen Ostrander, the former Consumers’ Counsel for the State of Ohio and now a
fellow Fellow at Pace University Law School, Energy and Climate Center, said in testimony
before the Ohio Senate Energy Committee last week.

Just one of those unlawful riders cost customers of FirstEnergy’s Ohio utilities $460 million. A
PUCO audit could not rule out that FirstEnergy may have used some of the ratepayer money it
collected through the same Distribution Modernization Rider to pay for bribes.

AEP has avoided having to refund approximately $525 million to ratepayers who paid for ESP
riders that were found to be illegal, based on the OCC's tally. AES customers have missed out
on nearly $550 million in refunds due to the loophole.

Ratepayers could still see electricity bills rise under the new legislation

The utilities are asking state lawmakers to make fundamental changes to the laws governing
utility ratemaking in Ohio, as a tradeoff for the reforms included in HB 15 and SB 2.

As currently written, both bills allow electric utilities to choose to “reasonably forecast” — or
estimate — the base rates to be paid by customers, rather than basing rates on actual
documented operating costs from recent years.

“We also appreciate that S.B. 2 includes provisions that would support improvements to utility
transmission and distribution service, including the use of fully forecasted future test years in

https://energyandpolicy.org/ohios-big-utilities-fight-repeal-of-scandal-tainted-bill-riders-that-cost-customers-billions-of-dollars/ 5/10


https://www.justice.gov/usao-sdoh/pr/grand-jury-indicts-former-state-public-utilities-chairman-federal-bribery-embezzlement
https://www.justice.gov/usao-sdoh/pr/grand-jury-indicts-former-state-public-utilities-chairman-federal-bribery-embezzlement
https://www.toledoblade.com/local/politics/2024/05/13/randazzo-death-officially-ruled-suicide/stories/20240513098
https://www.toledoblade.com/local/politics/2024/05/13/randazzo-death-officially-ruled-suicide/stories/20240513098
https://www.documentcloud.org/documents/25599685-ohio-substitute-house-bill-15-version-6/?mode=document&q=cash#document/p13
https://www.occ.ohio.gov/refunds-denied
https://search-prod.lis.state.oh.us/api/v2/general_assembly_136/committees/cmte_s_energy_1/meetings/cmte_s_energy_1_2025-03-18-1000_258/testimony/4291/uploaded-doc/
https://ohiocapitaljournal.com/2022/01/18/firstenergy-collected-460-million-from-customers-auditor-unsure-if-it-was-spent-on-bribes/
https://www.occ.ohio.gov/refunds-denied

U-21870; Ex. UCC-88; Page 6 of 10
9/21/25,7:46 PM Utilities fight repeal of bill riders that have cost Ohioans billions of dollars

base rate cases..." FirstEnergy Ohio President Torrence Hinton told the Ohio Senate Energy
Committee last month.

"Allowing the electric utilities to use a fully forecasted test period for setting rates and
trackers... is probably the most draconian provision of this legislation,” the OCC said last year of
an earlier bill that contained similar language. “It undermines the very foundation of public utility
regulation in Ohio by taking away consumer protections currently written into the law.”

"While this bill addresses many key energy policy components, it is important to not overturn
decades of ratemaking law that has stood the test of time and provided important protections
to customers,” the Ohio Manufacturers' Association said in testimony earlier this month on SB
2. "For example, authorizing the electric utilities to forecast their test years in rate cases will
encourage higher projected costs and lower projected revenues, leading to an increase in
customers’ bills.”

The Ohio House Energy Committee is expected to vote on HB 15 as soon as Wednesday.
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Via E-Mail (rule-comments@sec.gov)

June 17, 2022

Vanessa A. Countryman, Esq.

Secretary

U.S. Securities and Exchange Commission
100 F Street, NE

Washington, DC 20549-1090

Re: The Enhancement and Standardization of Climate-Related Disclosure for
Investors, Release Nos. 33-11042 and 34-94478; File No. S7-10-22

Dear Ms. Countryman:

Thank you for the opportunity to provide comments on the proposed rules. We applaud and
support the ongoing efforts of the U.S. Securities and Exchange Commission (Commission or
SEC) to enhance and standardize climate-related disclosures. This comment letter is being filed
jointly by the Edison Electric Institute (EEI) and the American Gas Association (AGA).

EEI is the association that represents all U.S. investor-owned electric companies. Our members
provide electricity for 220 million Americans and operate in all 50 states and the District of
Columbia. As a whole, the electric power industry supports more than 7 million jobs in
communities across the United States. In addition to our U.S. members, EEI has more than 60
international electric companies as International Members, and hundreds of industry suppliers
and related organizations as Associate Members. Organized in 1933, EEI provides public policy
leadership, strategic business intelligence, and essential conferences and forums. Our industry
input is based on our extensive experience in making climate-related disclosures under many of
the existing reporting regimes.

AGA, founded in 1918, represents more than 200 local energy companies that deliver clean
natural gas throughout the United States. There are more than 77 million residential, commercial
and industrial natural gas customers in the U.S., of which 95 percent — more than 73 million
customers — receive their gas from AGA members. Today, natural gas meets more than one-
third of the United States' energy needs.

The electric and gas utility sector is the most capital-intensive industry in the United States. Our
members raised and invested more than $140 billion in capital expenditures in 2021 and more
than $1 trillion over the past decade to make the gas and electric energy grids smarter, cleaner,
more dynamic, more flexible, and more secure; to diversify the nation’s energy mix; and to
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integrate new technologies that benefit both customers and the environment. Consequently,
access to efficient and transparent capital markets, and ensuring that investors have the
information that they need to make capital allocation decisions, are vitally important to EEI,
AGA and our members. Through this investment our industry is leading the transition to the
lower carbon energy economy while preserving access to affordable and reliable energy.

Across the nation, our members are leading a clean energy transformation, making significant
progress to reduce greenhouse gas (GHG) emissions in our sector, while providing the backbone
of the energy infrastructure of the U.S. economy, creating good-paying jobs and an equitable
clean energy future.

Actions to address climate change and thereby climate-related reporting are of high importance
to our investors, which is why EEI and AGA members already provide significant climate-
related information to investors and are industry leaders in voluntary disclosure through our
industry-pioneered, first-of-its-kind, sector-wide ESG reporting template developed with and for
investors more than five years ago.

EEI and AGA recognize that the hallmark principle of U.S. securities laws is transparency that
provides investors with information that is usable, consistent and comparable across registrants
so that investors can make informed investment decisions. Consistent with this principle, EEI
and AGA and our members support several key elements of the climate-related disclosure
approach contemplated by the Commission’s proposal.

However, it is vital that the Commission implement rules that are useful and informative and
recognize the inherent difficulty of obtaining accurate and timely material climate-related
information, particularly with respect to indirect GHG emissions across a registrant’s entire
value chain, and the resulting lack of comparability that these limitations necessarily produce.

Furthermore, climate disclosure requirements should provide investors with a useful, and cost-
effective, level of detail that balances the value to investors of any additional information that is
required to be reported with the cost of developing, gathering, validating, and reporting that
information, as well as the cost of attestation. These principles underpin existing SEC disclosure
regimes for other types of disclosures. The final rule should adhere to these time-tested
disclosure principles and not place a higher compliance burden and risk on those registrants that
are currently providing the most climate-related disclosure to investors.

Executive Summary

We commend and support the Commission’s efforts to enhance and standardize climate-related
disclosures. As leaders in voluntary ESG climate reporting, EEI and AGA welcome the
Commission’s proposal as an important step forward in ensuring more complete GHG disclosure
across all industries. We believe, however, that some of the most burdensome aspects of the
incremental disclosure would not produce benefits that outweigh the costs and, in some cases,
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would lead to investor confusion by requiring the disclosure of overwhelmingly voluminous,
immaterial information.

We recommend the following changes to the proposed rule:

e The Commission should not require inclusion of Scope 3 emissions disclosures. If the
Commission decides to require Scope 3 emissions disclosures, such disclosures should be
required only to the extent that a registrant has set a Scope 3 emissions goal or target, and
any such requirement should include, at a minimum, clearly defined boundaries on the
information required to be disclosed, including reasonable boundaries on the extent of the
value chain that would be relevant for purposes of Scope 3 calculations and disclosures.
Registrants should be allowed to provide such information as “furnished” not “filed.”

e The requirement for audited footnotes containing “financial impact metrics” should be
removed. Such information does not need to be included in an audited footnote to be
valid and reliable. It is reasonable to ask registrants to provide unaudited, good-faith
estimates of the aggregated information called for by proposed Item 14-02 of Regulation
S-X using a traditional measurement of materiality instead of an arbitrary numeric
threshold. Furthermore, terms such as “transition activities,” “severe weather events,”
and “other natural conditions” need to be precisely defined.

e The requirement for an attestation report covering Scope 1 and Scope 2 emissions is not
necessary to assure reliability and would add unnecessary costs. The Commission should
rely on the reporting standards under existing federal and state regulatory frameworks,
such as the EPA’s GHG Mandatory Reporting Rule and other already-existing reporting
regimes. Also, instead of requiring attestation, the rule should rely upon the commitment
of registrants to provide accurate information to investors and the in ferrorem effect of
the anti-fraud provisions of the Federal securities laws and the other already-existing
reporting regimes.

e The Commission should exempt from the final rule any registrants that are consolidated
subsidiaries of a parent registrant where the parent registrant’s climate-related disclosures
encompass the consolidated subsidiaries. The Commission should not require a registrant
to include disclosures of its share of unconsolidated affiliates and those over which it
does not exercise control.

e The Commission is asking for an unprecedented level of disclosure; the liability
exposure needs to be adjusted to encourage good-faith disclosures of the unique
information it would require. In order to further the Commission’s intent to increase the
amount of climate-related information that is disclosed, there should be no increased risk
exposure for disclosure made in good faith.

e The Commission should include in the final rule an express Foreign Private Issuer (FPI)
exemption. Such an exemption would allow a FPI to defer to its home country climate-
change reporting protocols in its Annual Report and Accounts (ARA) in lieu of
complying with the Commission’s proposed rule.

e Disclosures about governance matters should be located in the proxy statement, where
other corporate governance-related information currently is already disclosed extensively.
The Commission also should clarify the meaning of “expertise regarding climate-related
risks” for oversight and governance of climate-related risk, as well as allow for flexibility
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given the wide range of backgrounds and qualifications of individuals with climate
expertise.

e The Commission should delay implementation until two fiscal years after publication of
the final rule.

We believe that with these changes the new disclosure requirements would much better balance
the costs and burdens imposed on registrants with investor needs, and would provide investors
with more reliable, comparable, and useful climate-related information that is material for
making informed investment decisions. Moreover, these changes would address the aspects of
the proposed rule that appear more burdensome for registrants that currently provide the most
climate-related disclosures to investors by linking disclosure requirements to registrants’
progress in setting goals to address climate change. For instance, EEI and AGA members
already provide significant climate-related data to investors and are industry leaders in voluntary
disclosure and climate commitments.

The SEC Proposal is an Important Step Forward on GHG Disclosure

EEI and AGA welcome the Commission’s proposal as an important step in ensuring more
complete GHG disclosure across all industries. EEI and AGA members have been leaders in
GHG and other ESG disclosures, as exemplified by our development more than five years ago of
the first-ever ESG reporting template for electric and gas companies. The EEI-AGA template
provides a standard for members to report generation and emissions information and describe
their GHG reduction goals and strategies. We pioneered this template working with investors to
help ensure it provides them with the appropriate level and type of ESG and GHG information
they need for decision-making. Investors, along with other stakeholders such as the Task Force
on Climate-Related Financial Disclosures (TCFD)!, have praised the template as an example of
how to translate TCFD guidance into a practical ESG report that provides the information
investors need to assess climate risk in their investment decision-making.

One of the hallmarks of success of our template has been keeping it limited to information
investors tell us is critical for their decision making. The Commission’s proposal can similarly
be a bellwether in climate disclosure, but to do so it is important to keep the information reported
relevant to investors and germane for decision-making. We offer some suggestions below on
how to ensure that the final rule requires an appropriate level of disclosure, based in part on our
experiences with our template and ESG reporting.

! For more information, see: https://www.fsb-tcfd.org/
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Required Reporting of Scope 3 Emissions
Scope 3 Emissions — Introduction

As noted in greater detail below, Scope 3 emissions are difficult to quantify and generally require
estimates of a type unlike the detailed confirmable information that investors generally rely on.
Nonetheless, as the GHG Protocol—on which the TCFD framework is modeled—notes,
reporting of some Scope 3 emissions can help identify potential risks and spheres of influence
that may be of value to investors even if the emissions data is not perfectly accurate. However,
inclusion of such data, if required, should be carefully bounded to the relevant extent of the
registrant’s value chain, especially given the inherent uncertainties of Scope 3 emissions data. In
addition, registrants should be able to include this information as “furnished” rather than as
“filed,” which would appropriately limit potential exposure for including in good faith what may
be less than fully certain, but potentially helpful, information.

The Commission Should Reconsider the Proposed Requirement to Report Scope 3 Emissions

Most of our members currently report Scope 1 emissions, and most of our electric utility
members also currently report Scope 2 emissions from purchased electricity and energy.?
All of our members are committed to making important climate-related disclosure to their
investors, and we acknowledge that some companies (including both electric and natural gas
utilities) may choose to report certain categories of Scope 3 emissions in other places.

However, we believe the Commission goes too far in this proposal by requiring the inclusion of
Scope 3 emissions in registrants’ filings. We urge the Commission not to include any
requirement to report Scope 3 emissions. The GHG Protocol states that Scope 3 is an “optional
reporting category” (Page 25, Corporate Standard | Greenhouse Gas Protocol (ghgprotocol.org))
and that “[s]ince companies have discretion over which categories they choose to report, Scope 3
may not lend itself well to comparisons across companies.”

Further, Scope 3 emissions data can only be an estimate based on available emissions reporting
methodologies and capabilities. Although a variety of estimates are included within the Form
10-K, the estimates necessary in Scope 3 emissions reporting are inherently different, including a
higher level of estimation uncertainty that results from (i) methodologies that are not consistent
or well-developed/mature; (ii) key input data to the estimate that may not be considered reliable;
and (ii1) numerous, often unobservable/unverifiable assumptions and judgments necessary to the
estimation. As a result, the corresponding output/estimate is highly sensitive to slight variations
in these assumptions. Therefore, the estimated Scope 3 emissions disclosures likely will not be
comparable, meaningful, or decision-useful to investors and other financial statement users.

2 Scope 2 emissions are typically not material for gas utilities, as they purchase only insignificant quantities of
electricity. Whereas a wires-only electric utility that sells the power it delivers to customers would purchase all the
electricity they provide to customers from independent power generators.
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If Scope 3 Emissions are Required to Be Reported, There Should Be Boundaries on the
Information to Be Included and the Disclosures Should be Furnished Rather Than Filed

As the GHG Protocol>—on which the proposed disclosure requirements are modeled—notes,
reporting of some Scope 3 emissions can help identify potential risks and spheres of influence
that may be of some value to investors even if the emissions data is not perfectly accurate.
However, inclusion of such data, if required, should be carefully bounded given the inherent
uncertainties of Scope 3 emissions data and the interrelated nature of today’s upstream and
downstream supply chains.

Accordingly, should the Commission decide to require Scope 3 emissions disclosures, it should
provide specific guidance on which Scope 3 emissions should be included, and to what extent, in
order to ensure that the resulting disclosure is as useful as possible for investors. While reporting
on certain categories of Scope 3 emissions could provide some helpful general information, such
emissions are very difficult to quantify accurately across a registrant’s entire value chain and are
unlikely to be comparable between entities due to the large amount of estimation required.
Therefore, any requirement for Scope 3 emissions reporting would need to be bounded by clear
parameters in order to be useful and should be furnished (rather than filed) to limit registrant
liability appropriately, given the inherent limitations on the completeness and reliability of the
underlying data. We address this in more detail below.

The GHG Protocol clearly contemplates a value chain that goes beyond initial customers, but it
does not specify the relevant extent of the value chain for such calculations and disclosures to be
useful for investors. For instance, when a utility sells electricity or natural gas to a factory, does
the value chain stop at the factory, or does it continue further downstream to the users of the
products manufactured at the factory?* Without logical boundaries tied to registrant’s line of
business and span of control, accurate and consistent estimation of Scope 3 emissions becomes
extremely difficult, if not impossible, and would result in a significant cost and resource burden
on companies as well as an overwhelming amount of data and irrelevant information for
investors to sift through.

To address these concerns, if it is determined Scope 3 is to be included, it would be reasonable to
limit the “value chain” for Scope 3 reporting to the immediate suppliers to, and immediate

3 The GHG Protocol was originally convened in 1998 by the World Business Council on Sustainable Development
(WBCSD) and the World Resources Institute (WRI). For more information, see: https://ghgprotocol.org/about-wri-
wbcesd

4 For example, if a utility provides electricity to a factory that manufactures trucks, are the emissions from those
trucks included within the utility’s Scope 3 emissions? What about the emissions from the products transported by
those trucks? What about emissions from the ultimate use of those products? To provide reasonably estimable,
usable and relevant information for investors, none of these GHG emissions should be attributable to the utility as
they are far beyond the utility’s line of business and span of control. Without such boundaries, the Scope 3
emissions required to be reported from the utility sector could be much of the U.S. economy’s emissions. This fact
would only reveal that electricity and natural gas are critical to the U.S. economy, but would reveal little of use to an
investor when comparing utilities.
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customers of, a registrant. > In addition, while the proposed rule currently would require a
registrant to calculate and disclose all Scope 3 emissions (1) if they are “material” or (2) if the
registrant has set a GHG emissions reduction target or goal that includes its Scope 3 emissions, it
would be appropriate that such requirement be narrowed to the second prong only. As the
Commission’s discussion and request for comments on what should be the proper measure of
“material” for Scope 3 emissions highlights, whether and to what extent Scope 3 emissions are
“material” to an individual registrant can be difficult to evaluate and determine on a consistent
basis across various registrant types, particularly given the lack of guidance on appropriate
boundaries within the value chain. Limiting the requirement for Scope 3 emissions estimates to
the extent to which the individual registrant has set a GHG emissions reduction target or goal
that includes Scope 3 emissions would provide a much clearer trigger and boundaries around
reportable Scope 3 emissions estimates. Such estimates would then be based on the extent to
which management has determined that Scope 3 emissions are relevant and significant for the
registrant’s industry and operations, as well investor input on the need for Scope 3 emissions
reduction targets.

The proposal also appears to require registrants who have set goals for any of the 15 categories
of Scope 3 emissions to report all categories of Scope 3 emissions. However, companies that
have set goals for certain Scope 3 emissions have, by definition, determined that the categories
for which goals have been set are the most important and that the remainder likely are not
material. Within the 15 categories, less than one-half are directly applicable to the utility and
energy industries. There are a few categories of Scope 3 applicable to the utility and energy
industries where data is readily available, but even here some companies may define these
differently. Requiring registrants to report all categories of Scope 3 emissions would almost
always require them to report immaterial information. Ifthe Commission does not choose to (1)
remove the requirement to report Scope 3 emissions or (2) limit any required Scope 3 emission
disclosures as recommended, there should be an opportunity for a registrant to explain which of
the 15 categories are relevant and material to their business while omitting other categories from
its reports.

In addition, in light of the speculative nature of their estimation, if Scope 3 emissions disclosures
are required, registrants should be able to include this information as “furnished” rather than
“filed,” which would limit their potential exposure for including information of this nature and
help address the numerous assumptions, uncertainties and estimates necessarily used to calculate
Scope 3 emissions. We discuss these concerns in detail below.

3 For example, for an electric transmission and distribution (“T&D”) utility that does not own generation but rather
purchases power on the wholesale market and then distributes it to customers, Scope 3 GHG emissions would be
calculated based on the aggregated GHG emissions from fossil fuel combustion for electric generation and the
aggregated total number of kilowatt hours used by customers. This would not include, for example, the GHG
emissions from the production and transportation of the fossil fuel used to generate the electricity nor the GHG
emissions from the sale and use of a utility customer’s end-products sold to third-parties. As set forth in the GHG
Protocol framework, line losses on the T&D system from delivering the electricity the utility purchased would be
reflected in the T&D utility’s Scope 2 GHG emissions estimate. Together, this level of information would fairly
represent and provide useful and comparable information to investors about a T&D company’s position in the value
chain.
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Scope 3 Emissions Are Inherently Difficult to Quantify with a High Degree of Accuracy or
Reliability

A key principle of financial disclosure is that the information provided must be objectively
quantifiable and reliable. Scope 3 emissions are challenging to quantify with a meaningful
degree of certainty since they depend on broad estimates or information supplied by third parties.
This largely is because Scope 3 emissions include emissions of both upstream and downstream
participants, which include individuals and both privately and publicly held companies in a
registrant’s “value chain” — entities over which a registrant has little, if any, control and into
which a registrant may have little, if any, visibility. Even for upstream participants, such as a
registrant's primary vendors, it is difficult to compel the provision of the requested metrics and to

assess or influence their accuracy.

In the case of natural gas supply, only a small proportion of the natural gas obtained by gas and
electric utilities is purchased through bilateral contracts where the upstream supplier is known
and can be individually identified. Most of the supply is obtained from gas markets® where the
suppliers cannot be individually identified, and therefore the actual sourcing of that gas and the
emissions associated with it are not measurable. The GHG Protocol does not provide guidance
on accounting for these upstream gas emissions.

Obtaining reliable emissions metrics from downstream participants (including millions of
customers) is almost impossible for many industries, particularly utilities, since emissions from
customers are neither uniform nor consistently predictable. For example, when a utility provides
natural gas to a factory, it may not know the extent to which the factory will use the natural gas
as a feedstock to manufacture products that will sequester rather than release carbon or methane
— rather than as a fuel. The gas utility also would not know the type of fuel combustion
equipment to be used at a factory or commercial facility and thus would have no insight into the
resulting emissions.

Overall, the lack of consistent information on Scope 3 emissions in a registrant’s value chain
assures that the reported metrics will be dependent upon broad estimates rather than those
characterized by the precision, rigor, and reliability that users of SEC-filed information expect.
Even among our members who have attempted to quantify and disclose Scope 3 emissions, there
is lack of consensus as to how to do so and whether such information is sufficiently reliable and
comparable, which we discuss further below. Given the fact that Scope 3 emissions metrics are
largely based upon such estimates, significant additional disclosure would be necessary in order
for a financial statement user to genuinely understand the nature of the estimate and
corresponding estimation uncertainty.

¢ Although electric distribution utilities may generate their own electricity or purchase some of it from known
sources, at least some portion is acquired from similar wholesale markets where suppliers cannot be identified
individually.
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The Scope 3 Information Reported will not be Comparable

Companies in similar businesses with comparable Scope 1 and Scope 2 emissions likely will
report significantly different Scope 3 metrics depending upon the methodology and assumptions
used by each’. Substantially all Scope 3 emissions reporting will be based upon estimates, and
those estimates will vary widely depending upon broad factors such as the differences in the mix
of upstream and downstream participants, the amount of emissions information, if any, provided
directly by members of the value chain, the amount of emissions information, if any, more
broadly made public (for example in EPA filings, Carbon Disclosure Project and Global
Reporting Initiative reports, and otherwise), and the capacity of registrants to absorb and analyze
the available information.®

Our members’ Scope 3 emissions, and their climate performance more generally, reflect their
unique facts and circumstances, including weather and energy efficiency programs, as well as
each registrant’s strategy with respect to decarbonization, safety, reliability, resiliency, and
affordability. Further, the quality of information available from those in our members’ supply
chain could vary substantially and may not be subject to the same rigor as our members apply in
developing their own disclosures. These differences further reduce the comparability of Scope 3
emissions data. All of this argues for additional guidance and boundaries from the Commission
if Scope 3 emissions must be included, allowing the information to be “furnished” rather than
“filed,” and requiring information around the uncertainty of the accuracy of Scope 3 emissions
estimates so that investors can determine the level of confidence to assign to such data.

Inclusion of Scope 3 Emissions Will Result in Double Counting of Emissions

The nature of Scope 3 emissions and the absence of clear boundaries for most registrants’ value
chains will result in the same emissions being reported by multiple registrants. One concern
among our members is double-counting among gas producers, pipelines, and utilities. For
example, an electric utility that uses natural gas to generate electricity will be in the same value
chain as the producer that produced and supplied that natural gas and the pipeline that
transported that natural gas to the utility’s plant, with each possibly reporting the emissions of
the other within its Scope 3 metrics’. Double-counting also can occur for a single registrant that
is a gas and electric supply utility that both supplies the natural gas to a third-party generating
facility and then purchases that electricity (whether directly or on the wholesale market) for
distribution to electric customers. These additional considerations further illustrate that the
Commission should establish clear value chain boundaries that address and eliminate these
potential cases of double-counting if reporting of Scope 3 emissions is required.

7 Although the methodology used will be disclosed, it is unlikely that it will be disclosed at the level of detail that
would enable reconciliation among different registrants.

8 1t also is noteworthy that the estimating approaches used by registrants likely will be based upon analysis of earlier
data (i.e., data from a year or two prior to the current year being reported upon) and therefore may no longer be
entirely accurate at their time of use.

% The utility’s customers — and possibly others — also would be within the same value chain, resulting in even further
duplication of the reporting of the same emissions.
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Summary of Recommendations Regarding Scope 3 Emissions Reporting

The Commission should not require inclusion of Scope 3 emissions disclosures. The framework
for Scope 3 emissions estimations and disclosure has not yet matured to the point that registrants
can provide the proposed disclosure with a level of consistency and accuracy on par with what
the Commission requires generally.

If the Commission nevertheless decides to require Scope 3 emissions disclosures, the disclosure
requirement should include, at a minimum, clearly defined boundaries on the information to be
disclosed. Without clear bounding, the resulting disclosures will be neither comparable nor
reliable. It is reasonable to limit the “value chain” for any Scope 3 emissions disclosure
requirement to the immediate suppliers to, and immediate customers of, a registrant directly
related to the registrant’s core business as described in its business description. Quantitative
disclosures of GHG emissions should be required prospectively only, for reasons explained in
our comments on the implementation date later in this letter.

In addition, any Scope 3 emission information should be considered “furnished” rather than
“filed.” Registrants should not be required to “file”” data that would be so largely dependent on
estimations and assumptions that may be inconsistent across companies. Additionally,
registrants should be afforded a “reasonable efforts” standard for Scope 3 emissions data
collection similar to the “reasonable country of origin” standard used to determine countries of
origin in the Commission’s conflict minerals disclosure rules.

Audited Footnote Requirement

An audited footnote containing “financial impact metrics” should not be required. The
preparation and inclusion of the proposed information in an audited footnote will be challenging
and costly to implement, including the accounting and other changes necessary to produce the
required information and the significant audit cost due to the volume of information that would
be included, the unworkable disclosure threshold, the impacts on internal controls, and the lack
of criteria that can be applied objectively and consistently. Further, the incremental benefit of
including these requirements, compared with an alternative presentation of the information most
relevant to the proposed rule’s purpose, as discussed below, is unclear.

Overwhelming Volume of Information

As a threshold matter, the information related to the eight disclosure items contained in proposed
Item 14-02, particularly the information related to severe weather events, other natural
conditions, and transition activities, could be interpreted to affect a substantial number of the line
items in the financial statements of a utility.
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To take a simple example, consider the impact of a substantial hurricane that reaches an electric
utility’s service territory:

e Ofautility’s typical 17 income statement line items, 11 likely would be impacted by 1%
or more.

e Ofautility’s typical 41 statement of cash flow line items, 15 likely would be impacted by
1% or more.

e Ofautility’s typical 49 balance sheet line items, 3 likely would be impacted by 1% or
more'”.

There are substantial hurricanes every year, so, focusing just on hurricanes as an illustrative
example, the proposed rule could, depending upon the location of the utility, require the footnote
disclosure to include financial impact metrics and context information for each year presented
for each of the line items referenced above, potentially resulting in a footnote several times larger
than the actual financial statements themselves given how much information would be needed
with respect to each line item.

While the example above relates to hurricanes, the impact of other severe weather events—such
as tornadoes, floods, wildfires, heat waves and unusual freeze conditions—similarly would
impact numerous line items as well. And the required disclosure relating to severe weather
events is only one of the eight required disclosure topics under proposed Item 14-02.

The information at this level of detail would not be beneficial to investors, as most of it would be
immaterial and, given how unique each utility is", would lack any meaningful comparability to
similar information provided by other registrants. Investors currently get information today that
is meaningful in this arena through the existing requirements in Regulations S-K and S-X, e.g.,
requirements for Management’s Discussion and Analysis (MD&A) discussion of significant
items within the year, and, to the extent severe weather impacts are relevant/material, those are
discussed there.

Any nominal benefits from the proposed disclosure would be far outweighed by the cost of
preparation for registrants and increased burden on investors to interpret voluminous data.
Furthermore, the unintended consequence of this rule would be that so much immaterial
information would be added to the audited financials that investors will not be able to
differentiate material from immaterial information in assessing the financial status of the
registrant.

Our experience in working with investors and other stakeholders in developing the EE/AGA
ESG/Sustainability Template is that investors seek brevity and clarity in the disclosure of

19 These numbers are based upon a sampling of Atlantic-coast and Gulf-coast fronting utilities and do not include
sub-total (and total) lines items and capital-related line items.

1 Substantially all of the SEC-registered utilities with electric operations are members of EEI, and substantially all
of the SEC-registered utilities with natural gas operations are members of AGA. Each has a different geographic
territory with different populations, climates, natural resources, customer demand, state regulatory regimes, history,
and existing facilities. Comparability is limited.
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material information. They are unlikely to benefit from a voluminous report; instead, they want
concise, comparable, and consistent disclosures. The success of our template reflects our
industry’s responsiveness to this input, and we recommend a similar approach here.

The 1% Threshold Is Not Consistent With Most Definitions of Materiality

A 1% threshold for disclosure on a line-item by line-item basis would change the traditional
definition of materiality. The approach embodied in proposed Item 14-02 is inconsistent with
the Commission’s long-standing approach to materiality, as reflected in its pronouncements—
such as SAB 99—its disclosure rules generally, and its enforcement efforts, as well as that
endorsed by the Supreme Court in 7SC vs. Northway and Basic vs. Levinson. Disclosure of a
large volume of immaterial information harms, rather than helps, investor decisions by creating
information overload that obscures truly material items.

The 1% threshold contained in Item 14-02(b) requires that components within each line item be
aggregated to determine whether the “positive impacts” and “negative impacts” exceed 1% of
the total line item. It is rare that components that comprise as little as 1% of a financial
statement line item will be material. Moreover, given the wide range of size for different line
items, one percent of even the largest line item still may not be material, and one percent of
smaller line items likely are meaninglessly insignificant amounts.

The 1% threshold is immaterial and arbitrary and would impose undue costs and burdens on
public companies. While we do not subscribe to there being a single numeric threshold for
materiality, there clearly is a level below which items simply are not material to investors. One
percent has not been the threshold for quantitative financial statement line-item materiality,
especially since any particular line item itself might not be material for a given registrant. This
prescriptive approach is also inconsistent with the principles-based TCFD reporting framework,
which was cited by the Commission as one of the frameworks used to develop the proposed rule.

Moreover, registrants would have extreme difficulty implementing the aggregation requirement
underlying the proposed 1% threshold. There is no minimum amount with respect to the
individual components that would have to be aggregated, meaning that even the smallest
underlying components would have to be identified as being attendant to positive or negative
impacts and, as a practical matter so that the disclosure can be meaningful, further identified in a
manner so that they can be aggregated with similar underlying items. For even a modest-sized
utility, this would require that these identifications be performed for millions of individual items
every year.

Further, utilities do not have a chart of accounts that is designed to make these differentiations,
nor have they ever been expected or required to do so for items that are clearly immaterial. The
same is likely true of virtually all registrants. In addition, many utilities do not have systems at a
central office, at warehouses, at dispatch centers, for line crews, or otherwise that currently
enable them to identify a particular piece of equipment or service as being attributable to a
“severe weather event” or a “transition activity.” A system that would enable that level of
tracking would be extremely costly to implement and maintain, and it would be several years, at
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best, before it could reliably produce auditable results. Additionally, such a system would
include a number of estimates and assumptions that would pose significant liability concerns and
audit challenges.

If the footnote requirement is contained in the final rule, the 1% threshold should be replaced
with a traditional materiality concept that is based on financial statement materiality as opposed
to focusing on individual line items. Given the difficulty of a one-size-fits-all definition of
materiality, the traditional 7SC vs. Northway and Basic vs. Levinson approach should be used.
This approach has passed the test of time and provides the needed flexibility while ensuring that
investors receive relevant information.

Internal Controls

Utilities, like all other registrants, are required to maintain a system of internal controls designed
to provide reasonable assurance that the information in their financial statements is materially
correct. For a utility, these systems of controls often involve hundreds of individual controls
reflected in thousands of pages of detailed processes and procedures. These controls uniformly
have been designed around materiality thresholds established relative to the nature of the
controls and the size of the business consistent with the longstanding approach to materiality
discussed above.

Rebuilding a utility’s system of internal controls to support the proposed footnote disclosure
would require a comprehensive update of its internal controls and the imposition of new
processes and procedures, including significant IT system modifications, at an extremely high
cost that far exceeds any potential benefit to investors. This would be a several year process, and
even then, it may not be possible to implement a system of internal controls capable of providing
assurance for disclosures under the 1% threshold mandated by the proposed footnote
requirement, even at the substantial cost that would be required to attempt to do so.

The Categories “Severe Weather Event” or “Other Natural Condition” are Unworkable

The proposed rule does not define “severe weather event” or “other natural conditions” or how
such events and conditions may be related to anthropogenic climate change. Instead, it simply
provides examples, and those examples do not provide actionable guidance'?. Additionally, the
proposed rules, at times, appear to include all “severe weather events” as “climate-related
events” without explaining which weather events necessarily stem from climate change and, as
such, must be accounted for when preparing consolidated financial statements. It can reasonably
be argued that a definition for a “severe weather event” could not be appropriately included in
the regulation because there is no single definition that would be broadly applicable.
Consequently, it is an inappropriate standard for information that is required to be audited.

12 In particular, the proposed rule provides as examples flooding, drought, wildfires, extreme temperatures and sea
level rise.
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There is no question that events, such as the examples provided by the Commission, can be
“severe weather events,” but when and to what extent are they to be considered “severe,” and
when should they be assumed to be related to climate change? Does traditional materiality
analysis, i.e., TSC Industries, Inc. v. Northway, Inc. and Basic, Inc. v. Levinson, apply to
differentiate between an “ordinary weather event” and a “severe weather event” caused by
climate change? Does comparison to other similar events define “severity”? For example, are
Category 5 hurricanes “severe weather events,” but not Category 1 hurricanes? There have
always been hurricanes — which ones are to be assumed to be related to climate change? In
addition, the severity of a weather event often will not be known until after-the-fact, requiring
that accurately recording real-time accounting entries will necessitate a level of prescience as to
whether the event ultimately will be determined to be “severe.”'?

Is the entire cost of a “severe” event considered climate-related, or only the incremental cost
above some “average” or “normal” level? And what methodologies would be employed to
determine such levels? Does the number of events in a particular year matter? For example, are
named hurricanes in excess of 14 per year — an accepted annual average for named hurricanes—
“severe weather events” related to climate change but not the named hurricanes occurring prior
to reaching that average? If there are more than an average number of hurricanes in a year, but
they all are modest in size, would any of them be “severe weather events” related to climate
change? And, while hurricanes are used as an example, the same questions apply to the other
examples included in the rule proposal. For example, would the flooding of a river that has
flooded virtually every spring for the past hundred years be considered a “severe weather event”
related to climate change?

The phrase “other natural conditions” raises similar issues. Since some natural conditions likely
will be static or change only slowly over time, it might be more likely that a usable consensus
would evolve in due course, particularly since the primary use of the concept appears to be to
assess proximity to rising water levels. Even here, though, the same concern remains as to what
threshold determines whether and to what extent the effect of other natural conditions is “severe”
(and related to climate change) to a large enough extent to warrant disclosure.

Further, even if there were an understandable and agreed-upon definition of these terms, the
occurrence of such events does not necessarily correlate with a severe or even material financial
impact. The impact of an event depends not only on the severity of the event but also the
response of the registrant.

Finally, the ambiguity of both “severe weather events” and “other natural conditions” would
open registrants to litigation both from those who may believe enough events or conditions aren’t

13 Given the millions of accounting entries that would be relevant, it would be impractical to subsequently review
and categorize each of them. The determinations are going to have to be made at the time of the initial transaction,
and those determinations may or may not prove correct based on whatever parameter the registrant adopts for
defining “severe,” which likely will require hindsight. For example, would the removal of a utility pole from
inventory and its installation prior to a subsequent heat wave be considered “severe” or simply a routine activity?
Thus, it may literally be impossible to make the categorization that the proposed rule would require.
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being reported as well as those who may believe that too many events or conditions are being
reported, depending on their specific interpretation of these nebulous criteria.

When is an Activity a Transition Activity?

The proposed rule does not provide any guidance as to how activities that serve more than one
purpose should be categorized. Should the cost be pro-rated relative to the more significant
benefits expected? Does the primary purpose of the activity control the classification? Can de
minimis and smaller benefits, which may be harder to quantify, be ignored? If an activity is
“primarily” attributable to a “transition activity,” should it then be included, but not others?
More broadly, as our members develop and execute comprehensive plans to improve grid
resilience while driving toward net-zero emissions, such activities represent normal ongoing
operations in an increasingly carbon-free world.

While some activities are more clearly “transition activities,” many do not lend themselves to
ready categorization. Here are some examples:

e  Over the last five years, many electric utilities have elected to retire existing coal-fired
generating facilities and replace those facilities with natural gas-fired generating
facilities. While these actions had the benefit of reducing GHG emissions, they also have
other commercial motivations and have resulted in a reduction in costs to customers.

e The cost of undergrounding power lines is sufficiently high that electric utilities generally
do not do it primarily for climate-related reasons but rather for customer-service related
reasons, even though in some instances there may be climate-related ancillary benefits.
Similarly, a reduction in line losses or pipeline leaks is often the result of asset
replacements and other improvements for the primary purpose of improving reliability,
resiliency or safety with GHG reductions being an important but secondary benefit.

e  The first commercial nuclear plant in the U.S. was commissioned in 1958, and neither it
nor most, if not all, of the existing nuclear plant fleet likely was built to reduce GHGs. In
the future, a utility may construct a small modular nuclear generating unit to replace an
existing natural gas-fired plant to address a portion of its generating needs. While the
inclusion of nuclear generation will result in greater GHG reductions, the utility’s
motivation for including nuclear generation may be the benefits of fuel diversity or cost.

e Electric transmission and distribution utilities regularly replace or upgrade equipment and
technology to increase resilience. There are climate-related reasons for these investments,
such as preparing or hardening the system for increased weather events; making the grid
more flexible for a renewable-heavy clean energy future; or preparing for a low-carbon
economy marked by the electrification of transportation. But there are also non-climate-
related reasons for these investments, such as general customer reliability.

e  Since 1990, natural gas utilities have replaced over 116 thousand miles of pipeline with
modern near zero emitting polyethylene (PE) and cathodically protected coated steel
pipe, and have also upgraded their metering and regulating stations. While these
modernization projects also resulted in an estimated 69 percent reduction in methane
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emissions from U.S. gas distribution between 1990 and 2020, according to EPA'4, they
were approved by state utility commissions primarily to improve the safety and reliability
of the gas delivery system.

In each of these examples, there was a business reason in addition to GHG mitigation to make
capital investments. The proposed rule is ambiguous with respect to the categorization of these
and similar activities as “transition activities.” We believe that “transition activities” should be
limited to (a) activities with respect to which reducing GHG emissions is a significant purpose,
(b) activities that materially reduce GHG emissions, or (c) activities that are driven by
regulatory-required GHG emissions reductions, and registrants should have some level of
discretion as to which activities meet those definitions.

Audit Requirement

Information does not need to be included in an audited footnote to be valid and reliable.
Registrants routinely include substantial amounts of required disclosure information in filings
with the Commission that are not audited and for which the absence of an assurance opinion has
not been a problem. Rather, the Commission should rely on the commitment of registrants to
provide materially accurate information to investors and the in ferrorem eftect of the anti-fraud
provisions of the Federal securities laws.

The rule proposal estimates that, on a six-year average, the average annual assurance cost for the
audited footnote disclosure is $15,000 and that producing the information would take 64 hours.
As noted in these comments, the extent of the work necessary in implementing this aspect of the
proposed rule would entail much higher costs and require thousands of hours of additional
incremental work that exceed the proposal’s estimates by orders of magnitude.

The gap between the Commission’s estimates and the estimates of those responsible for
producing the results that the Commission has proposed is striking. Based on our industry’s
experience, as well as preliminary discussions with our auditors, the costs in incremental
expenditures and work hours could be several times higher than the Commission’s estimate.
Furthermore, the ongoing compliance costs of sustaining this disclosure would be significantly
more than the proposed rule estimates. Such costs would ultimately be passed onto customers in
the utility industry and to energy consumers more broadly.

Summary of Recommendations Regarding Audited Footnote Requirements

It is reasonable to ask registrants to provide unaudited, good-faith estimates of the aggregated
information called for by proposed Item 14-02 using a traditional measurement of materiality
instead of mandating an arbitrary numeric threshold. The information could be provided in the
same location as the Item 1500 ef seq. information or in a schedule. It is not reasonable,
however, to require either inclusion of this information in an audited footnote or a level of detail

14 See EPA, Inventory of U.S. GHG Emissions and Sinks, April 2022
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in any such disclosures that is far more granular than what investors or registrants would
consider material in accordance with law and historic practice.

Rather than imposing an untested definition of “severe weather event,” the Commission should
base the disclosure on “unusual climate-related events” with material impacts to the registrant's
business and initially should allow registrants to define what they consider typical climate events
for the geographical areas where they operate and to provide good-faith estimates of the material
financial impacts that they attribute to climate-related events that they consider unusual. This
could include sector-specific approaches such as our industry’s ESG/Sustainability template that
has been so very successful.

Further, "transition activities" should be limited to (a) activities with respect to which reducing
GHG emissions is a significant purpose, (b) activities that materially reduce GHG emissions, or
(c) activities that are driven by regulatory-required GHG emissions reductions. The Commission
should not require disclosure by line item or disclosure of immaterial impacts. The Commission
should also encourage registrants to work with their trade associations and others to develop
common standards for their respective industries, a process that we believe would generate
significant comparability within a relatively short period of time, further benefiting users of the
financial statements.

Attestation of Scope 1 and Scope 2 Emissions

The requirement for an attestation report covering Scope 1 and Scope 2 emissions is not
necessary to assure reliability for the same reasons described above when addressing the
proposed requirement to audit amounts to be included in notes to the financial statements, as well
as the additional considerations regarding emissions reporting described below. There is no
evidence that registrants are not reporting or will not report their emissions as accurately as
possible or that attestations by third parties would improve the quality of the published measures.
If an attestation requirement is included in the final rule, it should require no more than “limited
assurance,” not “reasonable assurance,” in light of the factors we discuss below.

Current Reporting Practices are Reliable

Today, the largest registrants with meaningful GHG emissions from fixed sources report those
emissions in some form to the EPA'S as well as to other federal and state regulatory bodies. EEI
and AGA members are subject to GHG air emissions reporting, generally to the EPA, but also in
some instances to state regulators as part of their integrated resource planning processes or
otherwise. Those reporting metrics may be measured differently than Scopes 1, 2, and 3.

15 Reporting to the EPA under the Mandatory Greenhouse Gas Reporting Rule (40 C.F.R. Part 98) has been required
since 2010. For reporting year 2020, over 8,000 facilities and suppliers reported approximately 85 to 90 percent of

the country’s GHG emissions. See https://www.epa.gov/ghgreporting/ghgrp-reported-data.
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AGA member natural gas utilities, for example, submit annual reports on their methane
emissions and CO combustion emissions for the previous calendar year by March 31 of each
year under Subpart W of the GHG Reporting Rules, and EPA reviews that data before posting
the company-specific gas utility emissions reports on the EPA website the following October.
Similarly, EPA reviews and posts the GHG emission reports submitted by electric utilities under
the GHG Reporting Rules.'®

EEI members report the majority of their GHG emissions - which are predominantly CO2
emissions from fuel combustion from fossil-fired generation - to the EPA using continuous
emissions monitoring systems located at each facility, and AGA members report their GHG
emissions to EPA from direct emission surveys, metered throughput, competent counts and
emission factors based on peer-reviewed scientific studies as required by EPA’s GHG Reporting
Rule (GHGRR). Both of these types of reports to EPA are required under the Clean Air Act and
are subject to the Act’s civil and/or criminal penalty provisions under section 113. EPA’s
GHGRR is often referred to as the “gold standard” of emissions reporting programs. In addition,
EEI members file fuel use forms with the Energy Information Administration (EIA), and AGA
members file gas supply data using EIA Form 176 “Annual Report of Gas Operations.” EIA uses
the data filed with EPA to calculate the national emissions inventory for the United States. It
does not seem reasonable to require additional expense to attest or verify information that is
already required and vetted by the federal government. In addition, if reporting is required by
the Commission, registrants will be subject to the additional in terrorem effect of the anti-fraud
provisions of the Federal securities laws. As noted, the current quality of the published
information also reflects the commitment by registrants and others to report information
accurately.

Furthermore, most of the largest registrants voluntarily produce annual reports on emissions that
are publicly available on their websites or elsewhere. The result is that substantially all of our
members’ emissions are already reported to Federal and/or state regulatory bodies with specific
expertise in those matters and are readily available publicly.

Cost of Attestation

We interviewed several chief accounting officers from our utility members. They estimated the
cost of obtaining the proposed annual attestations would be substantially more than the
Commission’s estimated six-year annual cost of $52,000. We are particularly concerned that this
cost would have an outsized impact on smaller utility companies. In large part we believe that
this difference reflects the Commission’s underestimation of how many different metrics must be
combined in reporting Scope 1 and Scope 2 emissions and how much complex work will be
necessary to validate that information consistent with normal attestation practices.

16 See EPA’s GHG Reporting Program, https://www.epa.gov/ghgreporting.
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Timing and Scarcity of Resources

The timing of the proposed attestation requirement is unattainable. We acknowledge that, as
discussed on page 48 of the proposed rule, data for the fourth quarter of the year could be
estimated for the Form 10-K (with any material differences in the Q4 data being noted in the first
Form 10-Q of the year). While we appreciate this concession, we believe it may be confusing to
investors, unnecessarily more costly to registrants, and likely to lead to increased litigation
exposure to include such estimates of these metrics in the Form 10-K.

Currently, annual reporting to the EPA is due on March 31 of each year. In order to file the
reports, the information has to be gathered, reviewed, and assembled. It can be challenging to
complete this process by the March 31% deadline. Moreover, the annual emissions data is not
finalized with EPA until October.!” The Commission’s proposed rule contemplates that not only
will this process need to be completed but that the information also will be attested by an even
earlier deadline, almost always the end of February for most EEI and AGA members.

The Commission’s proposed rule also contemplates numerous additional emissions-related data
and metric disclosure requirements that far exceed what most of our member companies
currently file with the EPA today. A registrant’s ability to add these new emission metric
disclosures to existing Form10-K processes will be challenging, and for some emission metrics
may not be possible as they are gathered from third parties. If any information or data is
required from third parties in order for a registrant to calculate emission metrics, it may not be
readily available nor certified as reliable or attested data by the third party in time for it to be
included within a registrant’s own internal Form10-K processes.

Rushing the collection, processing, review, and disclosure of these metrics could result in
emission metrics that may need to be revised later in the year as third parties verify and publicly
attest to their own emission metrics. It is not reasonable or practical for registrants to rely on
unverified sources of data from third parties in order to quickly calculate their emission metrics
in line with the Commission’s proposed rule and annual compliance dates.

While we can imagine registrants accelerating their gathering, review and assembling process
(albeit at significant cost), it would be virtually impossible to compress that process into five or
six weeks so that there would be time for the attestation process, particularly during the year-end
audit when many of the needed resources will have other obligations as well. And changing the
fiscal year for the required information - e.g., such as is common for pension plan data that is not
as hard to gather, analyze and assemble - would not be a solution as registrants still would be
required to produce data based upon a calendar year-end for EPA and other purposes, thereby
creating two different sets of data that would not be comparable.

17 The most recent emissions data available currently on the EPA website is for 2020 emissions, reported in March
2021 and posted in October 2021. See https://www.epa.gov/ghgreporting/find-and-use-ghgrp-data.
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De Minimis Exemption for Scope 1 and 2 Emissions

Unlike current emissions reporting programs including the GHG Protocol and The Climate
Registry’s Reporting Protocol, the proposed rule does not contemplate an exemption of de
minimis emissions for Scope 1 and 2 emissions. For example, the GHG Protocol identifies de
minimis emissions as “a permissible quantity of emissions that a company can leave out of its
inventory.”*® The Climate Registry’s General Reporting Protocol describes miniscule (i.e., de
minimis) sources as “very small sources of emissions that represent a high reporting burden, such
as hand-held fire extinguishers, refrigerant in office water coolers, or CO2 from soda
fountains.”*® Even for those members who currently report Scope 1 and Scope 2 emissions,
most members are not including emissions from de minimis sources. Collecting and reporting de
minimis direct emissions is overly burdensome and would provide little value to investors.

Recommendations Regarding Attestation of Scope 1 and 2 Emissions

The final rule should not require attestation of Scope 1 and 2 emissions disclosures. Instead, the
Commission should rely on the reporting standards under existing federal and state regulatory
frameworks such as the EPA’s GHG reporting rule, other already-existing reporting regimes, the
commitment of registrants to provide accurate information to investors and the in terrorem effect
of the anti-fraud provisions of the Federal securities laws and the other already-existing reporting
regimes. There is nothing particularly unique about the proposed Scope 1 and Scope 2
disclosures as compared to numerous existing disclosures on other topics that would justify
imposing an attestation requirement. Reporting such information should not be required any
earlier than already mandated by EPA and should not be subject to any stricter requirements for
attestation than already are required.

As a more reasonable and achievable alternative, the Commission could consider adopting an
annual emissions-related schedule filing, compiled on a time schedule more consistent with the
normal gathering of such data. Such a schedule, which could be filed on an updated version of
Form SD, would separate the emissions metric reporting from the 10-K process. Reporting of
emissions metrics would benefit from having more time to collect and verify third party data,
staggering the review of the metrics and removal from the already compressed Form 10-K
process, and ultimately produce a standalone, and more usable, GHG filing, rather than
embedding it within the Form 10-K. Another potential solution would be to make the relevant
GHG reporting period for SEC filings match the prior year’s EPA reporting period so that it can
rely on data that has already been fully gathered, filed and verified.

In addition, the Commission should allow issuers to exclude de minimis Scope 1 and 2 emissions
sources from any climate disclosure reporting requirements ultimately adopted by the
Commission.

18 The Greenhouse Gas Protocol, A Corporate Accounting and Reporting Standard (Revised Edition) at 70.
1% The Climate Registry, General Reporting Protocol Version 3.0 (May 2019) at B-7.
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Burdensome and Immaterial Information Required on Risk and Scenario Planning

The proposal includes numerous risk-related disclosure requirements that should be limited
based on materiality, at a minimum, if included at all. For example, requiring disclosure of the
location of assets at risk due to climate change-related impacts is impractical, burdensome, and
would result in reams of immaterial data for companies that have electric transmission and
distribution (T&D) and/or natural gas pipeline systems. Similarly, other proposals that should be
eliminated or limited to financially material items include proposed Item 1506 of Regulation S-K
regarding disclosure and tracking against targets, goals and regulatory requirements; operational
boundaries and locations of assets or operations by zip codes; scenario analysis and the potential
for disclosure of confidential and/or competitive information; and overall risk management
process disclosure, which already is extensive.

With regard to disclosure of location information, the proposal suggests this would help investors
identify physical risk; however, a source’s GHG emissions have no relationship to local physical
risk as its emissions do not directly correlate with physical risk at the site of the emissions.
Furthermore, this proposed disclosure would be very difficult and even impossible, especially for
non-stationary assets (i.e., mobile vehicles), overly burdensome, and result in potentially
hundreds of thousands of reported data points (i.e., individual T&D emissions sources) in the
filing that do not add value for investors. Additionally, material properties are already disclosed
by location in the properties section of Form 10-K.

And “transition risks” are defined by the Commission to include a multitude of potential impacts
that would require speculative (and perhaps business confidential) disclosures, like “reduced
market demand for carbon-intensive products leading to decreased prices or profits for such
products, the devaluation or abandonment of assets, risk of legal liability and litigation defense
costs, competitive pressures associated with the adoption of new technologies, reputational
impacts, etc.” (See definition in proposed Regulation S-K Item 1500(a)(4).)

Duplication of Effort by Parents and Subsidiaries

A number of registrants, particularly utilities, but also financial institutions and others, have
subsidiaries that also are registrants as a result of having outstanding debt, preferred stock and
other securities. The proposed rule would require that the parent entity and each of the
subsidiaries provide the additional climate-related information, attestations in certain instances,
and audited footnote. Because the parent’s information would include all of the subsidiaries’
information, the information filed would be substantially duplicative.

Similarly, the proposal would require registrants to include their proportionate share of emissions
amounts for unconsolidated affiliates over which they do not exercise control. This again would
result in duplicative disclosures to the extent that those affiliates are registrants subject to the
same requirement. If they are not registrants, it is likely that the same issues identified earlier
with obtaining reliable, consistent, and timely disclosure information from customers and
suppliers would pertain here as well.
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This duplication of disclosures would add significant cost without meaningful informational or
other benefit. Accordingly, the Commission should exempt from the new requirement
registrants that are consolidated subsidiaries of a parent registrant when the parent registrant’s
climate-related disclosures encompass the consolidated subsidiaries. Additionally, the
Commission should not require a registrant to include disclosures of its share of the emissions of
unconsolidated affiliates and those over which it does not exercise control.

Summary of Recommendations Regarding Duplication of Effort

Wholly owned subsidiaries of parent companies that qualify for the Commission’s Form10-
K/10-Q reduced disclosure format as outlined in General Instruction (H)(1)(a) and (b) of Form
10-Q and General Instruction (I)(1)(a) and (b) of Form 10-K should be exempted from providing
the additional climate-related disclosures as long as the parent company is doing so. This
approach would be consistent with an established Commission framework that was specifically
designed to provide a similar type of disclosure relief for other Form 10-K/10-Q disclosure
requirements as long as those requirements were being fulfilled at the parent company leve
Additionally, registrants should not be required to disclose their share of the emissions of
affiliates over which they do not exercise control.

1.20

Recommendations to Reduce Unnecessary Exposure to Liability

The Commission may be underestimating the increased exposure to liability that registrants will
face as a result of inclusion of the additional information in Commission filings due to the high
level of subjectivity and extensive use of estimates inherent in the proposed disclosures, as we
have documented throughout this letter. Moreover, the consequences of being wrong could be
severe, particularly where a registrant has an active 1933 Act registration statement that
incorporates its Forms 10-K by reference and elevates any liability from liability based upon
Rule 10b-5 (and similar provisions) to liability based upon Sections 11 and 12.

As a result, we suggest that the Commission provide that any information ultimately required
under Items 1500 to 1506 be deemed “furnished” rather than “filed” for liability purposes. This
approach has passed the test of time in other contexts, is appropriate in this context as well, and
could result in more disclosure, given that submitting this information as “filed” may discourage
and limit disclosure given the incremental risk of legal liability.

Moreover, we believe that the Commission should expand the safe harbor proposed in Item
1504(f) so that it both (a) covers any statement made in response to subpart 1500, not just

20 A registrant that is a direct or indirect wholly-owned subsidiary of another registrant, and meets certain other
conditions (as outlined in General Instruction I to Form 10-K), is entitled to relief from certain disclosure
requirements. Such registrants may omit the information required by Item 7, MD&A if they instead provide a
narrative analysis of the results of operations that meets certain requirements. These entities are also entitled to omit
certain governance information and to limit the information provided in Item 1, Business, and Item 2, Properties.
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statements made with respect to Scope 3 emissions, and (b) provides a presumption that an
estimate made in “good faith” satisfies the “reasonable basis” condition.

In the absence of these critical changes to the Commission’s proposal, electric utilities in
particular may be uniquely exposed to liability associated with generation resource planning
information that would likely need to be reported in connection with proposed Item 1506 (e.g.,
“[h]ow the registrant intends to meet its climate-related targets or goals”). Electric utilities
operating in vertically integrated markets typically must report to their state utility regulator their
plans for how the utility’s mix of generation resources will reliably serve customer electricity
demand into the future.

Such planning is intended to be directional only and looks many years into the future, for
instance 10 to 15 to 20 years in some cases, but is not intended to be a concrete plan of action for
future electric utility resource decisions. Accordingly, in many cases electric utilities prepare
resource plans that feature multiple scenarios, and actual operations often deviate from such
plans. Without a more comprehensive safe harbor—one that would cover Item 1506 and other
disclosures proposed under subpart 1500—pulling these directional resource plans into the realm
of Commission climate disclosure exposes electric utilities to extensive, previously unheard-of
liability potentially associated with deviations from plans to achieve climate goals or targets.

While the Private Securities Litigation Reform Act of 1995 (PSLRA) safe harbor should cover
most forward-looking statements, it is not available to registrants that recently have resolved
certain enforcement matters with the Commission. There remains substantial debate in the case
law as to what “identify” means in the context of the safe harbor’s conditions, and it is unclear
what “reasonably cautionary language” would mean in the context of climate-related
information. In addition, while “reasonable basis” is an attractive standard, it does not fully
recognize the number and complexities of the estimations (probably thousands for a large
registrant) that will need to be made for even reporting Scope 1 and Scope 2 emissions, as well
as many of the qualitative and forward-looking climate-related disclosures that have been
proposed.

Recommendations

The final rule needs to provide necessary liability protections in order to encourage good-faith
disclosures of the unique information it is requiring. In order to further the Commission’s intent
to increase the amount of climate-related information that is disclosed, there should be no
increased risk exposure for disclosure made in good faith. The Commission is asking for an
unprecedented level of disclosure; the liability exposure needs to be adjusted to reflect that as
recommended above. Of course, the Commission always can enforce its rules as it deems
appropriate, and ample investor protections would exist.



U-21870; Ex. UCC-89; Page 24 of 26
Ms. Vanessa A. Countryman
June 17, 2022 — Page 24

Exemption for Foreign Private Issuers

Several of our members are FPIs. Under many Commission reporting rules and regulations
applicable to US companies, FPIs are granted specific exemptions from complying with US
disclosure obligations and may defer to and comply with their home country rules. Moreover,
many FPIs (such as those based in the European Union and United Kingdom) already are
required to disclose climate-related information in their home jurisdictions. Here, the
Commission’s proposed rule would require such FPIs to go beyond their home country’s
requirements in order to satisfy their US disclosure requirements.

Summary of Recommendations

The final rule should include an express FPI exemption. Such an exemption would allow a FPI
to defer to its home country’s climate change reporting protocols in its Annual Report and
Accounts (ARA) rather than complying with the Commission’s proposed rule. The FPI
exemption would eliminate the additional costs, expenses and reporting burdens associated with
dual-country climate reporting which would more likely than not contribute to more investor
confusion when comparing disclosure of US and non-U.S. company climate change reporting.

Governance Disclosures

We disagree with the location and content of the governance disclosures in the proposed rule.
While investors may be interested in climate-related governance, and these matters are a subject
of focused attention for our members’ Boards of Directors and management, any disclosure
about governance matters should be located in proxy statements, where other corporate
governance-related information currently is already disclosed extensively.

Similarly, the proposal is far too granular in its focus on the qualifications and experience of
directors. Requiring detailed information about individuals’ experience and a registrant’s
procedures is micro-management. A rule that is interpreted to focus narrowly on scientific and
technical expertise in climate matters may come at the expense of ensuring boards retain the
strategic and other diverse experience that is critical to effective governance. Further, with
regard to entity-specific climate-related matters, specific modeling or risk management
information could be competitively sensitive and reveal confidential information that would be
detrimental to the very entities that are acting in good faith to limit emissions.

Summary of Recommendations Regarding Governance Disclosures

For governance disclosure requirements included in the final rule, we believe the Commission
should clarify the meaning of “expertise regarding climate-related risks,” including through the
provision of a non-exclusive list of skills, experiences and qualifications that would be deemed
to reflect climate expertise, similar to the Commission's approach to the definition of an “audit
committee financial expert.” This list should reflect a recognition that expertise in climate-
related risks does not require scientific, governmental or academic experience or training specific



U-21870; Ex. UCC-89; Page 25 of 26
Ms. Vanessa A. Countryman
June 17, 2022 — Page 25

to environmental or climate matters. For example, senior executive experience directly or
indirectly overseeing utility or other manufacturing operations and the attendant environmental
regulations, compliance requirements, and long-term planning inherent in such operations should
be considered to constitute the expertise contemplated by the rule.

Implementation Date Should be Delayed

In light of the issues discussed above, it is unlikely that the implementation schedule reflected in
the proposed rule can reasonably be met by most registrants. The proposal appears to assume
that most registrants are aligned with the TCFD recommendations and the GHG Protocol and
therefore the reporting burden created by the proposed rule would be minimized. However, not
all registrants are aligned with TCFD. They would have to begin gathering data even before the
Commission publishes the final rule, and it is highly unlikely that information for earlier years
will be reasonably available. This timing means registrants would have to “guess” about the
language yet to be published in a final rule, likely leading to a waste of resources and
expenditures that may turn out to be unnecessary. The utility industry is rate-regulated, and
these compliance costs would become part of the utility’s cost of service and part of base rates
that likely would be borne by energy customers across the nation.

Moreover, as discussed above, many, if not all, registrants will need to implement changes to
their charts of accounts, update their internal controls over financial reporting and disclosure
controls, implement systems for capturing the necessary information, and develop the necessary
skills needed to analyze the information and accurately produce the metrics that the Commission
requires. These are enormously costly and time-consuming tasks, and, if required to be
completed on an accelerated basis, will result in additional, unnecessary costs as the resources
for implementation are limited.?! This is especially true for smaller companies. For comparison,
the implementation of the FASB’s lease accounting rules required herculean efforts over years to
develop and implement systems to capture the necessary information for financial reporting.

Summary of Recommendations Regarding Implementation Dates

We recommend that the Commission delay implementation of the final rule until two fiscal years
after publication of the final rule. We recommend that all quantitative disclosures be required
only on a prospective basis (that is, for the year of implementation and subsequent years only
and not on a comparable basis for prior years for which the necessary detail and internal controls
either did not exist or would not be able to be recreated).

2l In addition, EPA recently proposed changes to the GHG Reporting Rules for reporting year 2023. Companies
will concurrently be dealing with adjusting data collection, calculation methodologies, and reporting documentation
to address those EPA rule changes as well as for the SEC reporting changes, compounding resource constraints.
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Conclusion

We commend the Commission for its efforts to enhance climate-related disclosure and appreciate
the opportunity to comment on the proposals. We believe, however, that some of the most
burdensome aspects of the incremental disclosure would not produce benefits that outweigh the
costs and, in some cases, would lead to investor confusion by requiring the disclosure of
overwhelmingly voluminous, immaterial information.

As a result, the Commission should adjust the disclosure, audit and attestation requirements as
discussed above. Additionally, the Commission should delay the effective date as we have
recommended to provide sufficient time to implement any of the final rule’s provisions
accurately and assure adequate liability protections commensurate with the nature of the new
disclosures. Finally, the final rule should only require prospective disclosures covering periods
for which the necessary processes and controls have been able to be designed and implemented.
With these changes the new disclosure requirements will better balance the burden that they
impose with the benefits of providing investors with more reliable, comparable, and useful
information for making informed investment decisions.

EEI and AGA would be happy to discuss any questions on our recommendations at the
Commission’s convenience.

Respectfully submitted,

Richard McMahon

Senior Vice President, Energy Supply & Finance
Edison Electric Institute

(202) 508-5571

rmcmahon(@eei.org

oy ué7

Pamela A. Lacey

Chief Regulatory Counsel
American Gas Association
(202) 824-7340
placey(@aga.org
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Description of Scope 3 Emissions

Scope 3 emissions are the result of activities from assets not owned or controlled by the
reporting organization, but that the organization indirectly affects in its value chain. An
organization’s value chain consists of both its upstream and downstream activities. Scope 3
emissions include all sources not within an organization’s scope 1 and 2 boundary. The scope 3
emissions for one organization are the scope 1 and 2 emissions of another organization. Scope
3 emissions, also referred to as value chain emissions, often represent the majority of an
organization’s total greenhouse gas (GHG) emissions.

The GHG Protocol defines 15 categories of scope 3 emissions, though not every category will
be relevant to all organizations (see Figure 1). Scope 3 emission sources include emissions
both upstream and downstream of the organization’s activities.

To fully meet GHG Protocol standards, an organization must report emissions from all relevant
scope 3 categories. More organizations are reaching into their value chains to understand the
full GHG impact of their operations. In addition, because scope 3 sources may represent most
of an organization’s GHG emissions, they often offer emissions reduction opportunities.
Although these emissions are not under the organization’s control, the organization may be
able to affect the activities that result in the emissions. The organization may also be able to
influence its suppliers or choose which vendors to contract with based on their practices.

https://www.epa.gov/climateleadership/scope-3-inventory-guidance 1/13
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The GHG Protocol's Corporate Value Chain (Scope 3) Accounting and Reporting Standard (4
<https://ghgprotocol.org/standards/scope-3-standard> (“Scope 3 Standard”) presents details on all scope
3 categories and requirements and guidance on reporting scope 3 emissions.

Figure 1. Overview of GHG Protocol scopes and emissions across the value chain

Source: Scope 3 Standard (pdf) [ <https://ghgprotocol.org/sites/default/files/standards/corporate-value-chain-
accounting-reporing-standard_041613_2.pdf> (5.9 MB), page 5.

Scope 3 Calculation: Practical Guidance

The Scope 3 Standard (pdf) [ <https://ghgprotocol.org/sites/default/files/standards/corporate-value-chain-
accounting-reporing-standard_041613_2.pdf> (5.9 MB) presents details on all scope 3 categories and
requirements and guidance on reporting scope 3 emissions. The practical guidance below
provides further suggestions on calculating scope 3 emissions.

Establishing a relevant, complete, consistent, transparent, and accurate scope 3 emissions
inventory is a process of continuous improvement. Table 1 provides a description of
organizational phases of scope 3 engagement for common inventorying best practices. For
some organizations, understanding GHG inventorying efforts within the broader market may
spur competition and garner internal support for widening inventorying activities.

https://www.epa.gov/climateleadership/scope-3-inventory-guidance 2/13
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Table 1: Organizational Phases of Scope 3 Engagement
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Quantifying scope 3 emissions can be broken into three steps:

Step 1: Determine relevant scope 3 categories

The first step is a relevance assessment to determine which of the 15 categories are relevant to
the reporting organization. Table 6.1 of the Scope 3 Standard (pdf) &

<https://ghgprotocol.org/sites/default/files/standards/corporate-value-chain-accounting-reporing-

standard_041613_2.pdf> (5.9 MB) provides criteria to identify relevant scope 3 activities:

e Sjze
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¢ Influence

e Risk

e Stakeholders

e OQutsourcing

e Sector guidance
e Other

To determine relevance, the organization can review the Scope 3 Standard’s description of
each scope 3 category and consult appropriate contacts across the organization. In some
cases, an emissions estimate may be necessary to determine if the category is relevant based
on size. A rough estimate will suffice, but if that is not possible, then proceed to step 2 to
estimate emissions.

Step 2: Estimate GHG emissions

Estimates for scope 3 categories can vary in accuracy depending on the available data and the
organization’s quantification goal. For example, category 4 (upstream transportation and
distribution) has three methods: fuel-based, distance-based, and spend-based. The GHG
Emission Factors Hub <https://epa.gov/climateleadership/ghg-emission-factors-hub> provides factors for
several scope 3 categories and indicates the calculation methods with which the factors align.
For example, Table 8 of the GHG Emission Factors Hub lists factors aligned with the distance-
based method. If fuel activity data are available, the fuel-based method should be used, so the
factors presented in Tables 2 and 3 would be applicable. See the “Scope 3 Emission Factors”
section below for more details.

The GHG Protocol provides Scope 3 Calculation Guidance [ <https://ghgprotocol.org/scope-3-
calculation-guidance-2> which details multiple calculation methods for each scope 3 category
based on level of specificity and available data.

For financial institutions, The Global GHG Accounting and Reporting Standard for the Financial
Industry (pdf) [A <https://carbonaccountingfinancials.com/files/downloads/pcaf-global-ghg-standard.pdf> (10.2
MB), published by the Partnership for Carbon Accounting Financials [£
<https://carbonaccountingfinancials.com/>, offers specific guidance on calculating scope 3, category 15
(investments) emissions.

Step 3: Improve and expand emissions estimate over time

Many organizations will improve the accuracy of scope 3 emissions over time and expand to
include more categories as adequate data become available.

https://www.epa.gov/climateleadership/scope-3-inventory-guidance 5/13
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Improve

e More accurate data sources. This could include moving from secondary sources to
primary ones. For example, in the first year of reporting, an organization may only be able
to track spend for business travel, but in subsequent years, miles traveled by type (air, rail,
car) may be available.

¢ More specific calculation methods. It is appropriate to use a combination of calculation
methods within a category (for example, collecting supplier emissions data for high
emissions suppliers and estimating based on spend for the remaining suppliers). However,
these methods should remain consistent for year-over-year comparison; any change in
method used will require historical adjustments (see Chapter 9 of the Scope 3 Standard 4

<https://ghgprotocol.org/standards/scope-3-standard>).
Expand

Some scope 3 categories may be relevant, but initially lack readily available data to use in
estimating emissions. The organization may be able to expand its reporting by estimating
these relevant categories in the future, which is recommended to increase completeness.

When making these improvements, it is recommended to focus first on categories with the
largest impact on the organization’s total GHG inventory.

Figure 2 shows an example progression over time of improvement and expansion. Five
categories are reported in year one and 12 in year five. Only two categories use a specific
method (e.g., supplier-specific method, fuel-based method) in year one and seven in year five.

Figure 2. Scope 3 calculation method improved and boundary expanded over time

https://www.epa.gov/climateleadership/scope-3-inventory-guidance 6/13


https://ghgprotocol.org/standards/scope-3-standard
https://ghgprotocol.org/standards/scope-3-standard
https://ghgprotocol.org/standards/scope-3-standard

9/21/25,7:48 PM Scope 3 Inventory Guidance | US EPA
U-21870; Ex. UCC-90; Page 7 of 13

Supply Chain Guidance

An organization’s supply chain comprises its upstream activities (see Figure 1). Organizations'
supply chains emissions are, on average, 11.4 times higher than operational emissions, which
equates to approximately 92% of an organization's total GHG emissions (Source: CDP 2020
Global Supply Chain Report (pdf) 4 (4.2 MB)).

EPA’s supply chain guidance <https://epa.gov/climateleadership/supply-chain-guidance> provides
information on:

e Why engage suppliers?

e How to engage suppliers.

¢ Buildinginternal support in supply chain management.
e leveraging third-party programs.

e Examples of sector-specific engagement.

e Resources for reducing supply chain emissions.
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Scope 3 Emission Factors

Table 2 shows EPA's recommended source of emission factors for each scope 3 category. The

most common sources listed in the table are:

e EPA's USEEIO supply chain GHG emission factors are based on US Environmentally-
Extended Input-Output models and are presented in emissions per dollar of spend.
e EPA's GHG Emission Factors Hub <https://epa.gov/climateleadership/ghg-emission-factors-hub>

provides factors for most scope 3 categories. Some categories do not require specific
emission factors, because the emissions-generating activities have associated scope 1 and

scope 2 factors already available.

Table 2. Emission Factors Available by Scope 3 Category

Scope 3
Category

Emission Factor Source

1 (purchased

goods and USEEIO
services)
2 (capital

USEEIO
goods)

https://www.epa.gov/climateleadership/scope-3-inventory-guidance
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energy-related
activities)

Scope 3 Emission Factor Source
Category
3 (fuel- and Activity A. Upstream emissions of purchased fuels

The UK Department for Environment Food & Rural Affairs provides
well-to-tank (i.e., upstream) emission factors for fuel in the
"Conversion factors 2023: full set (for advanced users) [

<https://www.gov.uk/government/publications/greenhouse-gas-reporting-conversion-

factors-2023>" spreadsheet (on the "WTT- fuels" worksheet).
Activity B. Upstream emissions of purchased electricity

e The UK Department for Environment Food & Rural Affairs
provides well-to-tank (i.e., upstream) emission factors for
electricity in the "Conversion factors 2021: full set (for advanced
users) [ <https://www.gov.uk/government/publications/greenhouse-gas-
reporting-conversion-factors-2021>" spreadsheet (on the "WTT - UK &
overseas elec" worksheet, WTT- overseas electricity (generation)
table).

o Note that 2021 was the last year that Defra made this publicly
available for all international countries

e The International Energy Agency has released free of charge Life
Cycle Upstream Emission Factors [ <https://www.iea.org/data-and-
statistics/data-product/life-cycle-upstream-emissions-factors-2024-2> (Pilot
Edition), a new pilot database including the life cycle emission
factors corresponding to national electricity grids (Fuel-cycle
factors worksheet).

Activity C. Transmission and distribution (T&D) losses

us:

EPA’s Emissions & Generation Resource Integrated Database (eGRID)
provides U.S. transmission and distribution loss factors by grid
region in its data file <https://epa.gov/egrid/detailed-data> (on the “GGL22”
worksheet).

International:

https://www.epa.gov/climateleadership/scope-3-inventory-guidance
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Scope 3
Category

Emission Factor Source

e The UK Department for Environment Food & Rural Affairs
provides T&D emission factors for electricity in the "Conversion
factors 2017: full set (for advanced users) (4
<https://www.gov.uk/government/publications/greenhouse-gas-reporting-
conversion-factors-2017>" spreadsheet (on the “Transmission and
distribution" worksheet).

o Note that 2017 was the last year that Defra made this publicly
available for all international countries

o Perthe GHG Protocol, T&D (Activity C), includes the upstream
emissions from T&D line losses. It is recommended to include
the upstream impact of T&D loss from Defra 2021 (on the
"WTT - UK & overseas elec" worksheet, WTT- overseas
electricity (T&D) table).

e TheInternational Energy Agency has released free of charge Life
Cycle Upstream Emission Factors [ <https://www.iea.org/data-and-
statistics/data-product/life-cycle-upstream-emissions-factors-2024-2> (Pilot
Edition), a new pilot database including the life cycle emission
factors corresponding to national electricity grids (Life cycle T&D
factors worksheet).

e The International Energy Agency includes T&D factors in the
annual release of emission factors from electricity and heat
generation [/} <https://www.iea.org/data-and-statistics/data-
product/emissions-factors-2023> (“T&D losses adjustment” worksheet);
fee-based.

Activity D. Generation of purchased electricity that is sold to end
users

Applicable to utility companies and energy retailers. Reference
eGRID regional or plant specific emission factors for the generation
emissions of purchased electricity that is sold to end users, and
reference the upstream generation emissions factors listed above for
Activity B for the upstream generation emissions of purchased
electricity sold to end users.
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Scope 3
Category

Emission Factor Source

4 (upstream
transportation
and
distribution)

EF Hub, Table 8

5 (waste
generated in
operations)

EF Hub, Table 9

6 (business
travel)

7 (employee
commuting)

EF Hub, Table 10

8 (upstream
leased assets)

EF Hub; apply scope 1 and 2 factors

9 (downstream
transportation
and
distribution)

EF Hub, Table 8

10 (processing
of sold
products)

11 (use of sold
products)

EF Hub; apply scope 1 and 2 factors

12 (end-of-life
treatment of
sold products)

EF Hub, Table 9
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Scope 3

Emission Factor Source
Category

13 (downstream
leased assets)

14 (franchises) EF Hub; apply scope 1 and 2 factors

15
(investments)

To apply the EF Hub scope 1 and 2 factors, the organization can first define the GHG generating
activity for each relevant source category, then apply the appropriate factors for stationary
combustion, mobile combustion, fugitive emissions, electricity, heat, or steam.

For example, if an organization produces electronic equipment, Category 11 (use of sold
products) may likely be a large source of emissions. To calculate emissions, estimate the
lifetime electricity consumption (in kWh) for all products sold in the reporting year. Then
calculate electricity emissions using emission factors in the EF Hub. Depending on the data
available for the location of product use, apply eGRID subregion or U.S. national average
factors.

Scope 3 Resources

Standards and Guidance

o B Renewable Electricity Procurement on Behalf of Others: A Corporate Reporting Guide
(pdf) <https://www.epa.gov/system/files/documents/2022-05/renewable_electricity_procurement.pdf> (682.4
KB) is a U.S. practice paper focused on key principles for procuring renewable electricity on
behalf of value chain partners and provides examples for several procurement scenarios. It
aligns with the principles of the GHG Protocol Scope 2 Guidance [
<https://ghgprotocol.org/scope_2_guidance> for renewable electricity procurement within a
reporting entity's value chain.

o B Renewable Electricity Procurement for Use of Sold Products (pdf)
<https://www.epa.gov/system/files/documents/2024-09/buying-re-for-category-11-sold-products.pdf> (906.61 KB)
isa U.S. practice paper that discusses how renewable electricity procurement may help
reporting organizations reduce their scope 3, category 11 GHG emissions that result from
the use of sold products that consume electricity.
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o B Indirect Emissions from Events and Conferences (pdf)
<https://www.epa.gov/sites/default/files/2018-
12/documents/indirectemissions_draft2_12212018_b_508pass_3.pdf> (1.98 MB, December 2018) covers
indirect emissions—including emissions from travel, hotel stays, and the venue itself—for
events (e.g., sporting events, concerts) and conferences (e.g., business meetings, exhibits,

conventions).

Tools

e ENERGY STAR Scope 3 Use of Sold Products Analysis Tool V2.0 (November 2023) (xlsm)
<https://www.energystar.gov/sites/default/files/asset/document/energy%20star%20scope%203%20use%200f%20s
old%20products%20analysis%20tool%20v2.0_0.xlsm> allows retailers to benchmark and project
corporate scope 3 GHG emissions associated with the use of sold products. Developed
jointly with EPA's Center for Corporate Climate Leadership, this tool quantifies emissions
associated with current sales of ENERGY STAR products and forecasts reductions in
emissions based on increases in sales of ENERGY STAR products. With over 70 categories, it
can help retailers of any size pinpoint the types and quantities of ENERGY STAR products
that will bring them closer to meeting or beating their corporate carbon emission goals.

Last updated on April 23,2025
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Paying for Utility Politics: How ratepayers
are forced to fund the Edison Electric
Institute and other political organizations

The Edison Electric Institute is an inherently political organization, and a powerful one. At
$90 million, its budget is the highest it has been in over a decade — a budget that the

nation’s electric ratepayers have helped fund.
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The Energy and Policy Institute's latest report explores how regulated investor-owned utility
companies are including their EEl annual membership dues in their general operating
expenses. This widespread practice results in ratepayers subsidizing the political activities
of EEIl, with which they may not agree and from which they may not benefit.

[su_box title="Download report” box_color="#ffffff" title_color="#00000"
radius="2"]Paying for Utility Politics: How ratepayers are forced to fund the Edison
Electric Institute and other political organizations [/su_box]

In 2015, Missouri Public Service Commission staff filed in an Ameren Missouri's rate case
that while ratepayers may receive some benefit from membership in EEl, “the membership
appears to primarily benefit the Company and its shareholders.” Staff recommended
during rate case proceedings that all dues be disallowed.

The report adds more evidence for commission staff and intervenors that have attempted to
protect ratepayers from paying for political activities. The report includes EEl's own annual
reports, which have been provided by EEI to its members, that reveal the “results” the trade
association achieved. The objectives have included working to reform electric rates and
advocacy for increased fixed and demand charges. Other priorities dealt with EPA
regulations, tax issues, litigation efforts, and outreach activities to “minority and community
organizations.” Some of these expenses might fall under what EEI reports as lobbying and
nondeductible expenses to its members, but many of them likely would not (see 2012
results; 2013 results; 2014 outlook; 2015 results; 2016 goals).

Data from EEl's annual reports to the IRS reveal that from 2004 through 2015 EEIl spent a
total of $130.6 million for nondeductible lobbying and political expenditures, which is an
average of 14% of its total expenses during that period ($909.8 million), or an average of
17% of total dues from its members ($759.4 million). The annual lobbying/nondeductible
percentage is what EEI notes on its invoices to the investor-owned utility companies, which
then are used as justification for the utility’s proposed shareholder/ratepayer allocation of
payment.
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NV Energy using the nondeductible percentages from EEl's invoice

However, EEl engages in and incurs expenses for a host of other political activities that are
beyond the set of costs that are categorized as nondeductible section 162(e) dues. In fact,
the report shows that in the most recent year from which we have a detailed breakdown,
nearly 70% of EEl's expenditures were categorized as legislative advocacy; legislative policy
research; regulatory advocacy; regulatory policy research; advertising; marketing; public
relations.

Table 31: EEI Spending Data 2005 (Audited)

Edison Electric Institute
Schedule of Expenses by NARUC Category
For Core Dues Activities
For the Year Ended December 31, 2005

% of

NARUC Operating Expense Category Dues
Legislative Advocacy 20.38%
Legislative Policy Research 6.02%
Regulatory Advecacy 16.49%
Regulatory Policy Research 13.99%
Advertising 1.67%
Marketing 3.66%
Utility Operations and Engineering 11.31%
Finance, Legal, Planning and Customer Service 18.75%
Public Relations 7.71%
Total Expenses 100.00%

The Utility Reform Network testimony

That breakdown of expenses is known thanks to investigations and audits by the National
Association of Regulatory Commissioners (NARUC). Indeed, for a time between the 1980's
and early 2000's, NARUC investigated EEl's misuse of utility customer money for lobbying
and public relations. This led to NARUC conducting annual audits of EEl's financial records.
The result was a system of compromise where, based on NARUC's annual audits, regulators
ruled that utilities could collect a significantly smaller portion of their EEI dues from
ratepayers.

But over a decade ago, the NARUC audits stopped and consumer advocates have since had
difficulty in fully understanding how EEI spends ratepayer money.
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Nevertheless, consumer advocates and regulatory staff have continued to use the last-
known NARUC audit when intervening to protect customers. For example, William Marcus,
on behalf of The Utility Reform Network, proposed allocating 43.3% of EEI dues to
shareholders rather than the 25% proposed by Pacific Gas & Electric in the 2014 general
rate case. Marcus stated that “after a series of regulatory disallowances of significant parts
of EEI dues across the country, EEI has decided on its own to stop issuing detailed
information on its budget that had previously been published for decades under the
auspices of NARUC"

TURN then presented the 2005 audited schedule of expenses defined by NARUC and
argued that legislative and regulatory advocacy, advertising, marketing, and public relations
be expensed to shareholders. The Commission agreed with TURN, preventing utility
ratepayers from paying $300,000 of EEI dues.

TURN went a step further and proposed that EEI dues be completely disallowed from
Southern California Edison’s (SCE) 2015 general rate case. SCE proposed to charge
ratepayers for $1.463 million for EEI dues (the total EEl invoice to SCE was $1.922 million).
The utility pushed back and even EEI provided comments. The trade associate
acknowledged that NARUC no longer requires it to provide detailed information, and said it
still uses the NARUC definitions to compute the percentage of member dues used for
lobbying, public relations, advertising, and marketing.

But despite SCE's rebuttal, plus the fact that EEI defended its spending — while admitting it
no longer provides detailed information to NARUC — the Administrative Law Judge agreed
with TURN and stated that “SCE has not shown it has removed all political or lobbying costs
from its forecast.” However, the judge declined to disallow all of SCE's EEI dues outright,
instead adopting TURN's methodology from the PG&E 2014 general rate case and reducing
SCE's forecast of EEI dues to $1 million from the total $1.922, a disallowance of 47.9%, which
the Commission upheld in their vote.

EEl is also not the only political organization that receives money from utility ratepayers.

The report highlights examples of utilities proposing to include the American Gas
Association, Nuclear Energy Institute, and the U.S. Chamber of Commerce, for example, in
rate requests so that ratepayers pay for the utility's annual membership fees. Dominion and
Duke Energy attempted to have ratepayers subsidize a portion of American Legislative
Exchange Council dues and political party organizations in rate requests.
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Many utility customers are also paying for the activities of law firms hired by the industry to

litigate environmental laws. The firms represent the “"U Groups"” — Utility Air Regulatory
Group; Utility Water Act Group; Utility Solid Waste and Activities Group.
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Kentucky Utilities Company Rate Request — General Expenses 2016
g. Dues

American Coal Ash (ACAA) 13,416

Chartwell 22,140

Environmental Advocacy Group (Class of 85) 20,556

Coal Combustion Residuals (CCR) 18,736

Coal Utilization Research Council 21,577

Cross Cutting Issues Group (CCI) 15,085

Director Asset Mgmt - All UofL. Research 15,000

Eastern Interconnection Planning Colaborative (EICP) 20,347

EEI Dues 422 368

IEEE Dues 4,472

Midwest Ozone Group Membership (MOG) 36,829

National Energy Policy Alliance (NEPA) 8,030

Mew Source Review (NSR) 18,736

North American Transmission Forum (NATF) 33,516

PIRA Energy Group 26,072

Southeastern Electric Exchange Membership Dues 5,000

Utility Air Regulatory Group Member (UARG) 182,002

Utility Solid Waste Activities Group (USWAG) 36,400

Utility Water Act Group-Membership (UWAG) 53,530

Waterways Council 16.344

Items below $4,000 and other items not budgeted in detail 245,819

Total Dues 1,235,984

Kentucky Utilities Company Dues — Test Year Ending June 2018

The Arizona Residential Utility Consumer Office said in Arizona Public Service's recent rate
case, "These groups [EEI, UARG, USWAG] represent the interest of electric generators
... donations and membership is purely voluntary, many of which are political in nature,
and may not be necessary for the provision of utility services.”

The new Energy and Policy Institute report has several recommendations, but the most
important is that public utility commissioners and their staff place the burden of proof on
utilities to demonstrate the exact percentage of customer money provided to industry
groups and other political organizations, including EEI, that actually benefits their ratepayers.
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This is not a recommendation for commissioners to indiscriminately disallow all EEI dues, as
certain EEl programs such as storm response preparedness may indeed be apolitical and
provide a benefit to ratepayers. However, utilities should have to disclose the exact benefits
that their political industry associations confer to ratepayers for each of their activities in
detail; it is insufficient for utilities to file an annual invoice from an organization that notes the
lobbying percentage, defined narrowly for tax purposes, as the only guidance for
commissions to determine what should be charged to ratepayers.

[su_box title="Download report” box_color="#ffffff" title_color="#00000"
radius="2"]Paying for Utility Politics: How ratepayers are forced to fund the Edison
Electric Institute and other political organizations [/su_box]
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Commission when GMO seeks to add the plant to its rate base. At that
time, the Commission will expect GMO to propose a means by which

those costs will be shared with KCP&L’s customers who will also
benefit from the lessons learned from this pilot project.

Q. Since the approval of the CCN in Case No. EA-2015-0256, has Staff
recommended an allocation of the Greenwood Solar Facility as ordered by the Commission?

A. Yes. In the general rate cases filed by Evergy Missouri Metro and Evergy
Missouri West following the Commission approval of the CCN, Staff recommended allocating
the solar facility in Case Nos. ER-2016-0156, ER-2016-0285, ER-2018-0145, ER-2018-0146,
ER-2022-0129 and ER-2022-0130.

Q. Please explain Staff’s adjustments related to the Greenwood Solar Facility.

A. Consistent with previous cases, Staff recommends allocating the Greenwood
Solar Facility capital costs (plant) and related depreciation reserve between Evergy Metro
(Missouri and Kansas) and EMW based on the average number of customers reported in the
annual reports provided to the Commission.

Q. Is this a rate base recommendation, an expense recommendation, or both?

A. This recommendation allocates the plant and accumulated reserve balances (rate

base) and related depreciation expense.

EDISON ELECTRIC INSTITUTE DUES

Q. What is Edison Electric Institute (“EEI”)?

A. According to the February 2024 Lobbying, Advocacy, and Other Expenditures
report on the EEI website (see Schedule JG-d2), EEI was organized in 1933 and provides public
policy leadership, strategic business intelligence, and essential conferences and forums. The

report also states:
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EEI’s member companies are among the most regulated companies in
the country, and EEI engages on their behalf with federal and state
legislators, regulators, and other policymakers through lobbying,
advocacy, and regulatory proceedings, with the goal of providing
customers with the affordable, reliable, and resilient clean energy they
need and expect.

Q. Would a goal of providing customers with affordable, reliable, and resilient
clean energy be a good thing for ratepayers?

A. That depends. EEI engages on behalf of the member utility companies, not the
ratepayer. That means the lobbying, advocacy, and regulatory proceeding engagements that
EEI does would above all else be in the best interest of the member utility companies. Allowing
recovery of EEI dues in rates would make customers involuntary contributors supporting such
lobbying, advocacy, and regulatory proceeding engagements that not all ratepayers might
otherwise support.

Q. Has the Commission made any rulings in prior cases regarding EEI dues?

A. Yes. In Case Nos. ER-81-42, ER-82-66 and EO-85-185.

In Case No. ER-81-42, the Commission stated the following in its report and order:

The rule has always been that dues to organizations may be allowed as
operating expenses where a direct benefit can be shown to accrue to the

ratepayers of the company. Conversely, where that sort of benefit does
not appear, disallowance of the dues is required.

In Case No. ER-82-66, the Commission stated the following in its report and order:

The Commission still believes the question is one of benefit to the
ratepayer. In the instant case there appears to be some possible benefit,
but until the Company [KCPL] can better quantify the benefit and the
activities that were the causal factor of the benefit, the Commission must
disallow EEI dues as an expense.

In Case No. EO-85-185, the Commission stated the following in its Report and Order:

Historically, the Commission has disallowed EEI dues from rate case
expense on the basis of EEI’s involvement in lobbying. In 1981, the
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Commission adopted a benefit standard which would allow EEI dues if
a direct benefit to the ratepayers could be shown...The Commission has
since refined that standard to include not only a direct quantifiable
benefit to the ratepayer, but also a method of allocating the expenses
between the shareholders and the ratepayers once the benefits have been
quantified...In the instant case, there is conflicting testimony on the
amount of EEI resources devoted to lobbying. The Commission does
not find it necessary to discuss whether or not EEI is devoted primarily
to lobbying. The actual percentage of lobbying is not the controlling
factor here. The question is whether the Company has quantified the
EEI-derived benefits and allocated them between the shareholders and
ratepayers. .. The determining factor is what proportion of those benefits
should be allocated to the ratepayer as opposed to the shareholder. It is
obvious that the interests of the electric industry are not consistently the
same as those of the ratepayers...The Company has been informed in
prior rate cases that it must allocate its quantified benefits from
membership in EEL. That has not been done herein. Therefore, no
portion of EEI dues will be allowed in this case.

Q. Has the Commission issued any Orders that allowed EEI dues as an expense
since the Order from roughly 40 years ago?

A. Not to my knowledge. I reviewed Evergy Missouri West and predecessor
company (i.e., GMO) rate cases going back to Case No. ER-2009-0090 which was filed in
September 2008, and did not find any other instances where EEI dues were litigated before
this Commission.

Q. Did any EMW witness sponsor direct testimony related to EEI dues or quantify
their benefit to ratepayers?

A. No.

Q. Did EMW propose any adjustments related to EEI dues in their Direct filed
revenue requirement model?

A. No. However, through my analysis, I determined that EMW booked 15% of the
annual 2022 EEI dues to non-regulated utility operations, which means 85% of the annual 2022

EEI dues are included in regulated utility operation accounts. For the annual 2023 EEI dues,
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EMW booked 20% to non-regulated utility operations, which means 80% of the annual 2023
EEI dues are included in regulated utility operations.

Q. What is Staff’s recommendation regarding EEI dues and fees included in the
test year?

A. Consistent with previous EMW rate cases, Staff removed the amount of EEI
dues and fees included in the test year expense from Evergy Missouri West’s cost of service,
consistent with prior Commission Report and Orders and since Evergy Missouri West did not
identify direct quantifiable benefits to the ratepayer or explain their method of allocating the

expenses between the shareholders and the ratepayers in direct testimony.

Q. Does Staff recommend disallowing all types of dues or donations made by
Evergy Missouri West?
A. No. Please refer to the testimony of Sydney Ferguson for Staff’s position on

other types of dues and donations aside from EEI.

PLANT IN SERVICE ACCOUNTING

Q. What is the history of PISA?

A. PISA legislation became effective August 28, 2018, codified in § 393.1400
RSMo, with miscellaneous provisions related to it in § 393.1655 RSMo. Generally, the statute
allows electric utilities to defer to a regulatory asset 85% of depreciation expense (return of
investment) and return (return on investment) for the rate base additions except for new
coal-fired generating units, new nuclear generating units, new natural gas units, or other
additions that increased revenues by allowing service to new customer premises. The statute
stated the regulatory asset was to be amortized over 20-years. The statute also outlined

requirements of a five-year capital investment plan that must be provided to the Commission.
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

ELECTRONIC APPLICATION OF KENTUCKY
UTILITIES COMPANY FOR AN ADJUSTMENT
OF ITS ELECTRIC RATES, A CERTIFICATE
OF PUBLIC CONVENIENCE AND NECESSITY
TO DEPLOY ADVANCED METERING
INFRASTRUCTURE, APPROVAL OF CERTAIN
REGULATORY AND ACCOUNTING
TREATMENTS, AND ESTABLISHMENT OF A
ONE-YEAR SURCREDIT

CASE NO.
2020-00349

N N N N N N N N N

ORDER
Kentucky Utilities Company (KU) is a jurisdictional electric utility that generates,
transmits, distributes, and sells electricity to approximately 533,000 retail customers in all
or portions of 77 Kentucky counties." Its most recent general rate case for electric service
was Case No. 2018-00294.2

BACKGROUND

On October 23, 2020, KU filed a notice of its intent to file on or after November 25,
2020, an application for approval of increases in its electric rates, including changes to its
electric tariffs, a Certificate of Public Convenience and Necessity (CPCN) to deploy

advanced metering infrastructure (AMI), approval of certain regulatory and accounting

" Annual Electric Report of Kentucky Ultilities to the Public Service Commission for the Year Ending
December 31, 2020 at 5. See also Application at 2.

2 Case No. 2018-00294, Electronic Application of Kentucky Utilities Company for an Adjustment of
Its Electric Rates (Ky. PSC Apr. 30, 2019).
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(unpersuasively) in support of its objection, such as the opinions, conclusion or legal
theories of KU’s own counsel.

In this instance, we are unable to determine from the evidence of record the
reasonableness of KU’s forecasted legal fees. Therefore, the Commission finds that
$4.2 million* should be disallowed, which results in a revenue requirement reduction of
$4.3 million.

Edison Electric Institute (EEI) Dues

As part of its proposed rates in this matter, KU sought recovery of its anticipated
EEI dues, net of a reduction identified by EEI that is reflective of “lobbying and political
activities’ under section 162(e)” of the Internal Revenue Code (IRC).#6 In determining
whether it should exclude or include a test-year amount of EEI dues, KU stated that it did
not rely on any studies, but instead “relie[d] upon information provided on the invoices
received” from the organization.#” A letter KU provided from Emily Sanford Fisher, EEI's
General Counsel and Corporate Secretary, explained that the amount identified by EEI
for “lobbying and political activities” is calculated pursuant to Section 162(e) of the IRC.
Section 162(e) of the IRC denies the ability of taxpayers to deduct certain lobbying and
political expenditures. Ms. Fisher’s letter went on to note than the activities identified by

EEI under Section 162(e)’s “lobbying and political activities” categories “captures not only

45 KU’s Response to Commission Staff’'s Fifth Request for Information (filed Apr. 1, 2021), Item 2.

46 KU’s Response to Attorney General and KIUC'’s Joint Supplemental Request for Information
(filed Feb. 19, 2021), Item 36, Attachment 2.

47 KU’s Response to the Attorney General and KIUC'’s First Request for Information (filed Jan. 22,
2021), ltem 94.
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federal lobbying, but also state and grassroots lobbying and political activity.”*® Finally,
the letter noted that EEI does not separately account for activities that could be described
as “regulatory advocacy, and public relations.”#°

Regulatory advocacy and public relations, in addition to legislative advocacy, are
categories of costs incurred by EEl and passed onto KU for which the Commission has
explicitly denied recovery from customers.>° In that matter the Commission noted that
KU’s “description of regulatory advocacy appears to be a form of lobbying activity, which
the Commission has not included for rate-making purposes in previous cases.”' Based
on our experience in this matter, we continue to hold this view.

In furtherance of its request to seek recovery of EEI dues, net of the amount
removed pursuant to Section 162(e), KU argued that it “excluded the appropriate amount
of unrecoverable dues based on the information provided from EEI, which is the same
approach the Commission approved in Case No. 2020-00174 in January 2021.” Although
the Commission did approve a certain amount of EEl dues as recoverable from customers
in Case No. 2020-00174, for the following three reasons, the Commission denies
recovery of all test-year EEI dues in this matter. First, as KU should know, it has the
affirmative burden of proof in this matter as to whether its proposed rates are fair, just and
reasonable. Merely incurring, or expecting to incur, an expense is not itself a sufficient

basis for the recovery of that expense from customers in rates that are fair, just and

48 KU’s Response to Attorney General and KIUC'’s Joint Supplemental Request for Information
(filed Feb. 19, 2021), Item 36, Attachment 2.

49 d.

50 Case No. 2003-00433, An Adjustment of the Gas and Electric Rates, Terms, and Conditions of
Louisville Gas and Electric Company (Ky. PSC June 30, 2004), Order at 51

51 d.

-26- Case No. 2020-00349
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reasonable. If a utility’s mere incurrence of a cost deemed it reasonable for recovery, half
of the statutory scheme in KRS Chapter 278 would have no need to exist. A focus only
on the amount of EEI dues not recoverable in rates misses the point. KU’s affirmative
burden is what level of EEI dues is recoverable from customers.

The second and third reasons for the Commission’s denial of all EEI dues are
related to the first, and both reasons are the result of intervening activities. Had both of
the other two activities occurred prior to January 2020, the Commission would have
denied all EEI dues for Kentucky Power. The first of these intervening actions is EEI's
actual regulatory advocacy before the Commission, including in Kentucky Power’s recent
matter, Case No. 2020-00174. In two sets of written comments and twice in oral
comments, agents of EEI advocated directly to this Commission the organization’s
interests, concern and suggestions regarding the Commission’s implementation of rates
pursuant to Senate Bill 100, An Act Related to Net Metering.>? This case also deals with
SB 100.

The letter from Ms. Fisher on behalf of EEI provides more explanation of what is
and what is not included in the Section 162(e) adjustment than the Commission has
received before. Based on the explanation in the EEI letter, coupled with EEI's actual
regulatory advocacy, the Commission finds that EEl is engaging in activity the
Commission has previously denied recovery of expenses for and, and for which KU seeks
recovery of in this matter. The newly-explained information in Ms. Fisher’s letter,

including the explanation of what is not included in the amount excluded by EEI, is the

52 See Case No. 2020-00174, Electronic Application of Kentucky Power Company, November 13,
2020 letter from Philip D. Moeller, Public Comments; April 22, 2021 letter from Shelby A. Linton-Keddie,
Public Comments.

-27- Case No. 2020-00349
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third basis for denial of the test-year EEl amount. Without any evidence as to the amounts
included in the EEI dues related to the inappropriate activities discussed above, the
Commission finds KU has not met its burden of proof as to the reasonableness of
recovery of any of the proposed EEI dues. The Commission’s determination is not a
finding that the remainder of the EEI dues is reasonable. As previously noted, KU has
the affirmative burden of proof as to the reasonableness of expenses. Merely identifying
a portion of costs incurred that a utility does not seek recovery of does not meet the
threshold of reasonableness as to the remainder of expenses. Given their public-facing
activities, this is even more so for organizations that require dues. Therefore, the
Commission has reduced jurisdictional miscellaneous expenses by $0.4 million,>® which
results in a revenue requirement decrease of $0.5 million.

Other Adjustments to Stipulation

The Commission will reduce the amortization of rate case expense to reflect KU’s
actual expenses, which results in a revenue requirement reduction of $0.05 million.%*
Finally, the stipulated revenue requirement reduction related to the forecasted long-term
debt rate appears to be based on the adjustment recommended by the Attorney General
and KIUC’s witness Lane Kollen, which used an adjusted rate base instead of
capitalization.®> The Commission finds that the adjustment should be based on

capitalization, consistent with the reduction of the ROE, which results in a revenue

53 Application, Schedule F-1.

5 See KU’s Supplemental Responses to Commission Staff’s First Request for Information (filed
Feb. 24, 2021), Item 14d.

55 See Direct Testimony of Lane Kollen at 103—104.
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ORDER NO. 23-384

ENTERED Oct262023

BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
UG 461
In the Matter of
AVISTA CORPORATION, dba AVISTA ORDER

UTILITIES,

Request for a General Rate Revision.

DISPOSITION: FIRST PARTIAL STIPULATION AND SECOND STIPULATION
ADOPTED.

I. SUMMARY

In this order, we address the request for a rate revision filed by Avista Corporation, dba
Avista Utilities, and the two stipulations that propose to resolve all issues raised in these
proceedings, including the revenue requirement, cost of capital, rate spread and design,
line extension allowances, equity, and low-income programs.

We adopt the first partial stipulation and the second stipulation resolving all issues. As
adopted, these stipulations result in an increase to Avista’s billed revenue requirement of
$6,944,000, representing a 4.7 percent increase from the company’s previous rates.

II. BACKGROUND AND PROCEDURAL HISTORY

On March 1, 2023, Avista filed Advice No. 23-01-G, a request for a general rate case and
revised tariff sheets, with an effective date of April 1, 2023.! Avista requested an annual
jurisdictional revenue increase of $10.991 million or approximately 7.4 percent. Avista’s
initial filing was developed using a forecast for a test year starting January 1, 2024, and
ending December 31, 2024 (Test Year). Avista’s filing also includes information on a
historical base year from October 1, 2021, and ending September 30, 2022 (Base Year),
and adjustments to historical information to reflect the forecasted Test Year. Avista states
that after accounting for historical restating and forecasted adjustments, the rate of return
(ROR) for the company’s Oregon jurisdictional operations for the Test Year is

5.19 percent, and for the Base Year was 5.76 percent on a normalized basis. Both are

! Avista proposes revisions to the following tariff sheets: 410, 420, 424, 425, 439, 440, 444, 456.
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J. UM 2267 Pension Loss Deferral

The parties to the second stipulation agree to support Avista’s request for a deferral for a
pension loss pending in docket UM 2267.

3. Party Statements in Support of Settlement

Avista asserts that the second stipulation strikes a reasonable balance between Avista’s
customers and company itself on revenue requirement, rate spread and design issues, line
extension policy, CPP costs and tariffs, meter testing, and other issues raised over the
course of these proceedings. Avista maintains that the agreement is a compromise among
interests and represents give and take. Avista argues that the agreement is in the public
interest and should be approved.

Staff argues that the stipulation is a balanced compromise, results in fair outcomes, has
cost control and equitable pricing, addresses inflation, improves customer benefits,
ensures that the burden of costs is distributed reasonably among different customer
groups, underscores transparency and collaboration, and aligns with the public interest by
promoting just, fair, and reasonable rates. In particular, Staff highlights the stipulation
provisions requiring Avista to change its meter testing and replacement operations and to
change its basic charge rates for single-family and multi-family residences. Staff also
notes that the second stipulation includes the use of the averages of monthly averages rate
base calculation, which was the long-standing method used by the Commission until
approximately ten years ago. Staff argues that this adjustment is important because the
method more accurately reflects the rate base value over the Test Year.

CUB argues that the second stipulation furthers the public interest because it contains
significant protections for residential customers, including Avista’s agreement to phase
out its line extension allowance policy. CUB asserts that phasing out the line extension
allowance policy ensures that Avista customers are immediately diminishing their
subsidies to help expand natural gas infrastructure, which CUB argues is significant
given the CPP requirement that all new customer emissions must be completely offset.°
CUB maintains that the adjustments to the revenue requirement result in a much more
reasonable increase for Avista’s residential customers to bear.

AWEC states that it supports the second stipulation because it results in an overall
reasonable outcome and decreases the original gas revenue requirement increase
requested by Avista by $3.831 million. Avista asserts that it also supports the second
stipulation because it considers Avista’s cost of service study, which shows several rate

20 Stipulation Parties/200, Muldoon-Schultz-Miller-Garrett-Mullins-Plummer-Ryan/25-26.
12
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schedules are above parity, and because Avista agrees not to file a CPP tariff rider until
2024 or actual costs are incurred.

Sierra Club and Climate Solutions asserts that the second stipulation is consistent with
the public interest for several reasons. Sierra Club and Climate Solutions argue that the
line extension allowance phase out is consistent with meeting state climate goals and
ensuring that rate payers are not burdened with stranded assets as customers switch away
from methane gas service. Sierra Club and Climate Solutions also argue that Avista’s
commitment to increase funding for the low-income weatherization program, address
consistent underutilization of existing weatherization funds through the Equity Advisory
Group, to modify arrearage management plan enrollment practices, and reduce basic
charges for multi-family residential customers are all important steps to address the
energy burdens in a high-burden area while reducing gas demand and bill costs. Sierra
Club and Climate Solutions maintain that Avista’s commitment to incorporate
meaningful NPAs, including electrification, into its resource planning and decision
making will help ensure a smooth and successful energy transition that reduces customer
shocks and avoids unnecessary system expansion. Sierra Club and Climate Solutions
assert that it is in the public interest for shareholders to shoulder political expenses that
do not align with state policy or the public interest, and this settlement removes costs
associated with Avista’s CPP litigation and gas industry association dues.

V. DISCUSSION

We have reviewed the terms of the stipulations and the joint testimony filed in support of
the stipulations, and we find that the first partial stipulation and the second stipulation
together result in just and reasonable rates. Based on the evidence presented, we find the
terms of the stipulations to be reasonable. The parties raised a number of important and
complex issues in these proceedings, and we find that the proposed adjustments and other
terms are supported by sufficient evidence, appropriately resolve the issues in this case,
and contribute to an overall settlement in the public interest. We adopt the first partial
stipulation and the second stipulation in their entirety.

As part of the second stipulation, the parties agreed to support Avista’s request for a
deferral in docket UM 2267. In Staff’s testimony, Staff had proposed that the
Commission address the pension deferral as part of this rate case and recommended that
the Commission approve the deferral requests.?! It is not clear whether the parties
intended for the Commission to approve and resolve docket UM 2267 as part of this
docket, but docket UM 2267 has not been combined with this docket and we do not

21 Staff/1100, Zarate/6-7.
13
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DOCKET NO. E-01345A-22-0144

Thorvald A. Nelson and Austen W. Jensen, HOLLAND
& HART LLP, on behalf of the Arizona Large Customer
Group;

Nathan D. Schott, GUST ROSENFELD, P.L.C.. on
behalf of the Joseph City Unified School District;

Todd F. Kimbrough, BALCH & BINGHAM, LLP, on
behalf of the Navajo Nation;

Amy Mignella, HOPI TRIBE OFFICE OF GENERAL
COUNSEL, on behalf of the Hopi Tribe;

Chanele N. Reyes, ARIZONA CENTER FOR LAW IN
THE PUBLIC INTEREST, on behalf of San Juan
Citizens Alliance, T6 Nizhoni Ani, Diné C.A.R.E., Black
Mesa Trust, Southwest Energy Efficiency Project,
Western Resource Advocates, and Vote Solar;

George Cavros, WESTERN RESOURCE
ADVOCATES, on behalf of Western Resource
Advocates:

Timothy M. Hogan, ARIZONA CENTER FOR LAW IN
THE PUBLIC INTEREST. on behalf of Wildfire,
Arizona School Boards Association, Arizona Association
of School Business Officials, and Arizona School
Administrators;

Gregory M. Adams, RICHARDSON ADAMS, PLLC, on
behalf of Calpine Energy Solutions, LLC;

Court S. Rich, ROSE LAW GROUP, PC, on behalf of
NRG Energy, Inc.; EVgo Services LLC; Tesla, Inc.; and
Arizona Solar Energy Industries Association and Solar
Energy Industries Association;

Autumn T. Johnson, TIERRA STRATEGY, on behalf of
Arizona Solar Energy Industries Association and Solar
Energy Industries Association;

Garry D. Hays, LAW OFFICES OF GARRY D. HAYS,
P.C., on behalf of Arizona Solar Deployment Alliance;

Patrick Woolsey and Nihal Shrinath, SIERRA CLUB
ENVIRONMENTAL LAW PROGRAM. on behalf of
Sierra Club;

Kristin Nelson, pro se;
John B. Coffman, JOHN B. COFFMAN LLC. and

Ayensa Milan, CIMA LAW GROUP, PC, on behalf of
AARP;

Daniel Pozefsky, Chief Counsel, and Jon McCarty,
2 DECISION NO. 79293
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DOCKET NO. E-01345A-22-0144

Attorney IlI, RESIDENTIAL UTILITY CONSUMER
OFFICE, on behalf of the RESIDENTIAL UTILITY
CONSUMER OFFICE; and

Maureen Scott, Deputy Chief of Litigation and Appeals,
and Samantha Egan, Kate Kane, and Carolyn Keist-
Gilbert, Staff Attorneys, LEGAL DIVISION, on behalf
of the Arizona Corporation Commission’s Ultilities
Division.

3 DECISION NO. r92%s
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on national industry innovations and standards and thereby to improve and innovate service to its
customers. (APS Br. at 33; Tr. at 1971-1973.) APS asserts that the full amount of industry association
dues is prudently incurred and should be allowed and that any disallowance of industry association
dues expense is not warranted by the evidence and would be contrary to law. (APS Br. at 33.)
RUCO
RUCO recommends that APS be allowed to recover only 50% of the industry association dues,
pointing out that the Commission adopted its position on the issue in the 2019 rate case and also allowed
recovery of only approximately 50% of Edison Electric Institute (“EEI”) dues in a 2009 rate case for
UNS Electric, Inc. (RUCO Br. at 33; see Ex. RUCO-7 at 196-197; Decision No. 71914 (September
30, 2010) at 24-25.)
Staff
Staff did not make an adjustment in its schedules for this expense item and did not address this
issue in its Brief or Responsive Brief. (See Ex. S-73.)
APS Response
APS characterizes RUCO’s recommendation as arbitrary and punitive and points out that
RUCO has acknowledged the benefits APS’s involvement with these associations provide to both
ratepayers and shareholders. (APS Br. at 33; Tr. at 1971-1973; see Ex. RUCO-1 at 23.)
Resolution
APS is facing a set of circumstances that have required APS and will require APS to be nimble
and innovative to ensure reliable, safe, and affordable service to its customers—sustained population
growth in its service area,'”* increased demand for load to serve the greater electrification of things by
its existing customers (such as through increased adoption of electric vehicles).'” extremely high
(unprecedented) demand for load to serve new extra-high load factor (“XHLF”) customers,'”
additional customer-sited distributed generation (“DG”) on the grid,"”’ record-setting extreme heat

events and more severe storms,'*® impending closure of a baseload coal plant and a planned exit from

19 See, e.g., Ex. APS-33 at 16; Ex. APS-2 at 2, 16.

1 See, e.g., Ex APS-8 at 12; Ex. APS-2 at 18; Tr. at 408.

19 See, e.g., Ex. APS-12 at 11-12; Tr. at 206-207, 210, 288-290.
197 See, e.g., Ex. APS-24 at 18-19.

1 See, e.g., Ex. APS-2 at 18.
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another,'”” and a lack of extra capacity on the western energy market.””’ To meet these challenges,
APS needs to be well informed concerning the technologies that are available, what has and has not
been reliable and efficient for other utilities, and what technologies may be on the horizon. APS’s
involvement in industry associations, which provides it with information that is not readily available
from other sources, will support it in facing these circumstances. The Commission finds that it is just
and reasonable to allow APS full recovery for its proposed EPRI association dues expense and to
disallow the TY EEI membership dues totaling $1,126,241.2%!
7. Depreciation & Net Salvage Adjustment
APS Proposal

APS proposes an adjusted TY depreciation and amortization expense of $723.314 million.
(APS Br. at 23, Att. B at Sched. C-1.) In calculating depreciation, APS used a straight-line method and
the depreciation rates in the 2019 Depreciation Study completed by Dr. White for the 2019 rate case.
(APS Br. at 23; Ex. APS-20 at 23: Ex. APS-21.) APS states that Staff accepts APS’s analysis except
as to retirement and negative net salvage costs and that RUCO accepts APS’s analysis but disallowed
depreciation and amortization expense on the depreciable plant RUCO excluded from PTYP. (APS
Br. at 23; Ex. S-18 at 73-76; Ex. RUCO-1 at 19.)

APS supports recovering retirement and negative net salvage over the life of the asset using the
straight-line method, which means that an asset will be depreciated equally each year of its depreciable
service life. (APS Br. at 24; see Ex. APS-20 at Att. EAB-01DR at 6.) APS states that it has used the
straight-line method for retirement and negative net salvage for decades, that the Commission has
approved it in other rate cases, and that it is used by the majority of utility commissions in the U.S.
(APS Br. at 24; Ex. APS-18 at 6, Att. RW-02RB at 12; Ex. RUCO-7 at 208; see A.A.C. R14-2-
102(B)(3)**.)

APS argues that the Statement of Financial Accounting Standards No. 143 (“SFAS 143”) is a

financial accounting standard used to determine the amount of an asset retirement obligation to be

199 See, e.g., Tr.at 1370-1371.

20 See, e.g., Ex. APS-2 at 19.

201 See Ex. RUCO-1 at ex. FWR-18.

22 ALA.C. R14-2-102(B)(3) states: “The cost of depreciable plant adjusted for net salvage shall be distributed in a rational
and systemic manner over the estimated service life of such plant.”

112 DECISION NO. 79293
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California prevents utility from
paying EEI dues with ratepayer
funds

The decision shows regulators pushing back against allowing utilities
to force their ratepayers to fund lobbying including anti-solar efforts.

MAY 21, 2019 CHRISTIAN ROSELUND

Image: California PUC
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If there has been one organization that has been a central force in fighting
the policies and rates that enable rooftop solar, it is the Edison Electric

https://pv-magazine-usa.com/2019/05/21/california-prevents-utility-from-paying-eei-dues-with-ratepayer-funds/#:~:text=However last week the California,marks a br... 1/6
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“utility death spiral’, and arguing that among other factors, customer-sited
distributed generation represents an existential threat to its member
utilities.

Since then, utilities across the country have been acting as though rooftop
solar is an existential threat, and doing whatever they can to stop it —
including attempting to dismantle net metering, imposing discriminatory
charges on their customers who adopt solar, and designing rates to claw
back more money from customers who go solar, and/or kill the rooftop
solar market outright.

But while corporations using their money to advocate for policies that
favor them isn't widely questioned on its own merits, utilities aren't any
company selling a service, and utility customers don't have the same kind
of choices that other consumers have. You can choose to buy an Apple or
an Android phone, or if you are a Luddite no cell phone at all. But if you
have electricity service to your home or business, even if you live in a
region with a choice of supplier, a portion of your bill still goes to the local
utility.

"EEI's budget is mostly made up of utility member dues that electric
ratepayers are forced to pay,” explains Energy and Policy Institute
Research Director Matt Kaspar.

Another difference is that by advocating to undermine the economics of
rooftop solar, utilities are advocating against their own customers who
choose to lessen their dependence upon them. And often they are doing
so with the guidance of EEI, which has worked to stop distributed solar
across the nation.

California pushes back

So far, regulators around the nation have largely been allowing utilities to
recover most of their dues for what is described as a “beneficial” service
from ratepayers. However last week the California Public Utilities
Commission (CPUC) decided not to allow utility Southern California Edison
(SCE) to make its customers pay these dues, as part of its ruling on its rate
case. As stated in the proposed decision adopted on May 16:
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SCE has failed to present supporting evidence which would
enable us to determine how much EET’s beneficial services should
cost ratepayers. We find SCE has not met its burden to establish
any portion of the EEI dues are recoverable from ratepayers.

SCE had asked for ratepayers to pay for more than 3/4 of the cost of $1.9
million in EEI dues, but this figure was less than the organization
recommends. The utility had submitted the EEIl invoices as its evidence
that it was reasonable to shift this portion of the dues to its customers.

In the past CPUC has allowed such spending, and in other cases The Utility
Reform Network (TURN) has merely argued that utilities be required to
submit a smaller portion of customer money in the mix. As such, the SCE
ruling marks a break with tradition.

Michigan sides with DTE (again)

The results were very different earlier this month in Michigan. On March 6
an administrative law judge recommended that regulators reject DTE's
proposal and not allow the utility to spend $1.3 million of the money it
received from ratepayers on dues. However the Michigan Public Service
Commission's final ruling rejected this advice, and went ahead and gave
DTE the green light.

One of the issues brought up in Michigan was the portion of EEI spending
that goes to lobbying, as opposed to other activities such as workforce
education and training. Witness Karl Rabago, the executive director of the
Pace Energy and Climate Center, noted the lack of transparency at the
organization, and that there have been no recent audits that show just how
much money is spent on lobbying.

This is the latest in a series of decisions where the Michigan Public Service
Commission has sided with DTE, including approving a mammoth gas
plant while commissioners admitted that they had not seriously
considered other alternatives.
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THE COLORADO SUN

NEWS: BUSINESS

Xcel Energy ordered to remove investor relations
and executive salaries from costs passed on to
Colorado consumers

Colorado regulators are putting into play a law passed in 2023 in response
to a 52% hike in winter gas bills

@ Mark Jaffe
4:14 AMMST on Nov 5,2024 Updated 11:22 AM MST on Nov 7, 2024
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Xcel Energy’s lower downtown location is seen on Feb. 15,2022, in Denver. (Olivia Sun, The Colorado Sun via Report for America)
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olorado utility regulators — using the mandates in a 2023 law — are looking to
carve lobbying fees, trade association dues and investor relations costs from Xcel
Energy rate requests. In a current gas rate case, more than $775,000 in such costs

were disallowed.

The figure in the future could be a lot higher based on the Colorado Public Utilities
Commission decision in October ordering Xcel Energy to remove all investor relations costs
— including a portion of executive salaries — from its calculations of costs passed on to
customers.

“There is an inherent tension between customer benefits and investor benefits,” said Joseph
Pereira, deputy director of the Colorado Office of the Utility Consumer Advocate, which
represents residential and small commercial customers before the PUC. “Customers
shouldn’t pay to boost the share price.”

In the wake of soaring utility bills in the 2022-23 winter, when the average gas bill rose

52% for residential customers of Xcel Energy’s subsidiary Public Service Company of

Colorado, the legislature convened a special committee to investigate rates.

The result of that inquiry was_Senate Bill 291, which_aims to avoid the bill shock

customers experienced. It also took aim at 15 types of expenses that should not be paid by
customers, such as a portion of board of directors’ compensation, travel and entertainment
expenses.

The commission is still working on setting the rules to comply with Senate Bill 291. The
PUC is using interim rules for the gas rate case.

Xcel Energy was seeking a $172 million increase in gas rates. The PUC granted the
company a $130 million increase, with a $15 million adjustment for depreciation expenses,
raising the average monthly household bill 7.7% or $4.57 and small commercial bills by
$17.49.

Colorado customers like people everywhere in the county are concerned about how high
their energy bills have become,” said David Pomerantz, executive director of the nonprofit

Energy and Policy Institute. “Underlying a lot of those concerns, is how politically
powerful utilities are and how they are paying for that with money that’s not theirs.”

3 other states keep corporate costs from being charged to consumers

Connecticut, New Hampshire and Maine have passed laws similar to Colorado, and bills
have been filed in_11 other states seeking to limit lobbying and other charges, Pomerantz
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said.

In a recent Xcel Energy gas rate case in Minnesota, the Citizens Utility Board, a nonprofit
consumer advocate, challenged the dues paid to the American Gas Association, a trade
group, and the Chamber of Commerce, noting that those charges are excluded by statute in
Colorado.

In a settlement agreement, Xcel Energy agreed to remove the dues from customer charges.

“Colorado is a little ahead of the game compared to other states,” Pomerantz said. “They and
Connecticut were the first states to take a whack at this.”

While there is a long list of costs to be excluded, in the gas rate case, the commission honed
in on four: lobbying expenses, investor relations expenses, trade association dues and
attorney and consultant fees in rate cases.

Xcel Energy in its filings maintained that many investor costs are required, such as U.S.
Securities and Exchange Commission filings, the provision of disclosures to current and
potential investors as required by law, and listing fees, including those required by stock
exchanges.

“These costs for the company are unavoidable costs and are by definition prudent since they
are required by law, regulation, and/or stock exchanges that give the company access to
external capital,” Xcel Energy said in a filing.

The PUC, however, said that prohibition in Senate Bill 291 is “unambiguous.”

“We therefore direct Public Service to remove from its revenue requirement calculations all
investor relations expenses,” the commission said.

But what that figure is and how to calculate it have yet to be determined since it will rely on
computing the time spent and salaries of all employees involved in investor relations, all the
way up to top executives and the CEO.

“You know, a big part of their responsibility is investor relations,” Commissioner Tom Plant
said during one meeting reviewing the rate case. “It’s maximizing shareholder value. It’s
maximizing return to investors.”

“And what we know from the statute is that that is not a role that the legislature has said is
attributable to ratepayers,” Plant said. “But we don’t know what that line is, we don’t know
where we draw that line.”

https://coloradosun.com/2024/11/05/xcel-bills-executive-salaries-investor-relations-colorado/ 3/5



U-21870; Ex. UCC-97; Page 4 of 5
9/4/25,1:20 PM Xcel ordered not to add executive salaries to Colorado utility bills

In its decision the commission said “the company shall provide a full accounting of time
spent by the company’s employees, including executives, in raising capital and any other
aspects of investor relations.”

The commission did remove $142,000 in investor-related expenses from the rate case.
Xcel is the top spender on lobbying in Colorado

The decision was similar regarding lobbying. Xcel Energy has consistently been_the top
spender on lobbying at the Colorado statehouse. In the 12 months ending in July, it spent
about $297,000 on lobbying.

Those expenditures for registered lobbyists are not included in charges to customers, but
under questioning from Commissioner Megan Gilman, Xcel Energy executives said there is
no accounting for the company employees who spend time in lobbying activities.

“From the executive level on down, there are individuals within the organization directing,
strategizing, analyzing potential proposed or enacted legislation and trying to influence those
outcomes on behalf of the company,” Gilman said. “And so, it seems to me, we’re likely
missing quite a bit of information here that would be helpful and necessary to ensure
compliance with 291.”

READ MORE

Xcel gas bills drop almost 12% for the rest of 2024 as wholesale prices remain low
4:20 AM MDT on Sep 18, 2024

Xcel’s grid, facing growing power demands, to get help from a bill racing through the legislature
4:14 AM MDT on May 1, 2024

A record amount was spent lobbying Colorado’s legislature and state government last year
4:05 AM MDT on Aug 10, 2023

The PUC ordered Xcel Energy to update its 2023 annual report to show the portion of total
compensation for company employee lobbying and to track and report those expenses for
2024 and each year through the next rate case.

Finally, the commission told the company to track employee lobbying expenses from Jan. 1,

2024, on in a separate account to determine in the next rate case whether a refund is due to
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customers.

Xcel Energy also argued that in addition to lobbying and political activities the American
Gas Association provides educational and professional activities and that part of its dues to
the trade group should be allowed. The commission rejected the argument and the full
$503,000 in dues was removed.

Xcel did not comment for this story, but provided a statement it made about the
commission’s rulemaking to enact Senate Bill 291 noting that “the vast majority of expenses
the law required be excluded from rates has historically been excluded from Xcel Energy

Colorado customer rates.”

The cost of attorneys and consultants have long been paid for by customers in rate cases.
“Such expenses are a legitimate cost of providing utility service,” the commission said.

Xcel Energy sought $1.6 million in legal and consulting fees to be put into rates. The PUC
staff in a filing said that was an improvement over the $2.2 million the company requested in
its 2022 gas rate case, but the staff recommended a $1.3 million cap on expenses.

The company spent $260,000 on consultants and the commission split that cost between the
company and customers with each responsible for half, leaving Xcel Energy able to recover
$1.47 million in costs.

While these are small-dollar battles in a $171 million rate case, Pereira, the utility consumer
advocate, said they are important in changing the dynamics in the legislature and at the
PUC.

“Maybe Xcel decides it doesn’t want to pay for 10 people lobbying,” he said. “Maybe it
changes how they approach a rate case.”

When it becomes clear how much Xcel Energy is spending stockholders may also have a
say. “There are monetary savings for customers but also a quantifiable way for shareholders
to decide if they want to pay for those activities,” Pereira said.

“SB-291 has to be the most influential customer-focused bill we’ve seen in a decade or
more,” Pereira said.

© 2025 The Colorado Sun
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