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Chairman Roae and Matzie and members of the Consumer Affairs Committee, I am 

Rachel Gleason, the Executive Director of the Pennsylvania Coal Alliance (PCA) and I appreciate 

the opportunity to provide testimony on HB 11 this morning. The PCA is the principal trade 

organization representing underground and surface bituminous coal operators in Pennsylvania, 

as well as other associated companies whose businesses rely on coal mining and a strong coal 

economy. Nationally, Pennsylvania is the third largest coal producing state, and PCA member 

companies produce 90 percent of the bituminous coal mined annually in Pennsylvania, which 

totaled over 48 million tons in 20181
. 

Bituminous coal mining helps drive Pennsylvania's economy. A report compiled last 

month by the Allegheny Conference on Community Development highlights that our state's 

coal industry is responsible for supporting nearly 18,000 jobs. The same report points to the 

industry being a vital contributor to Pennsylvania's economy, providing $4.1 billion annually to 

the state's economy, and $7 billion in total output. The Pennsylvania coal industry creates this 

economic value in communities across Pennsylvania, with active mining operations in fifteen 

counties2, multiple company locations in more than half of Pennsylvania's counties, and 

contributes $2.5 billion in property taxes. The industry accounts for 25 percent of the 

employment in some regions of the state, and for every direct coal job an additional 1.97 jobs 

are supported in the state. Moreover, the industry in some regions supports upwards of 40 

percent of the local tax base, and often serves as a community's financial cornerstone for 

1 https://www.eia.gov/coal/ 
2 https://www.dep.pa.gov/Bu siness/Land/M ining/Bu re au ofMi ningProgra ms/Reports/Pages/2017-Coa 1-and
l nd ustrial-M i nera ls-Mining-Activities.asox 



economic development3. Of the membership on this committee, 127 of PCA's member 

companies operate in the counties of your legislative districts. 

While the PCA does not represent coal-fired electric generating units in Pennsylvania, coal as a 

fuel source for electricity accounts for 58% of our total production, and coal's end use and a 

strong coal economy is vital to PCA's 200 members companies. As the Executive Director of the 

PCA, I have been charged by our Board of Directors with advocating for a state energy policy 

that promotes free and fair markets and provides for a level playing field for all generation 

sources. Unfortunately, the Pennsylvania Alternative Energy Portfolio Standards Act (AEPS) 

already tips the scales in favor of certain generation sources at the expense of others by 

mandating that 18 percent of all generation come from "alternative energy" sources. House Bill 

11 or any similar legislation would only further advance preferential treatment given to certain 

sources of electricity and further undermine wholesale energy markets. Considering this, PCA 

opposes House Bill 11 and any related legislative initiatives. 

Pennsylvania Electric Generation from Coal 

Since Pennsylvania deregulated its electric generation market in 1996, 17 coal-fired electric 

generating units have deactivated or converted, and two more, First Energy Solutions' Bruce 

Mansfield in Beaver County and Talen's Brunner Island in York County, are scheduled to 

deactivate or end their coal use by 2029. As a result, 11.4 GW4 of coal nameplate capacity has 

or is scheduled to go offline. When Exelon's Cromby and Eddystone electric generating units in 

Chester and Delaware Counties went offline in 2011, Exelon's CEO explained that it was 

because of " ... significant capital expenditures ... " and, commenting on the job losses at the 

plants, said "While any job losses are difficult, the decision is responsive to the current and 

projected market conditions."5 When FirstEnergy's Hatfield and Mitchell electric generating 

units in Greene and Washington Counties shuttered their doors due to regulatory compliance 

costs and heightened resource competition, 380 union jobs were lost, all without an ask for a 

ratepayer subsidy. FirstEnergy Solutions announced closure of the Bruce Mansfield plant, 

3 https://docs.wixstatic.com/ugd/203afb fdd3aada0fd94deb80441c19d729196b.pdf 
4 h ttps://www.eia.gov I electricity/data/ eia860/ 
5 https://www.phi lly.com/philly/business/homepage/20091202 Exelon closing two Pa fossil -fue l plants.html 
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located adjacent to its Beaver Valley nuclear plant, is Pennsylvania's largest plant with 2741MW 

operable nameplate capacity6, and is capable of producing more electricity than all but one of 

Pennsylvania's five nuclear plants. With regards to the planned closing, FirstEnergy Solutions 

announced that "FES is closing the plants due to a market environment that fails to adequately 

compensate generators for the resiliency and fuel-security attributes that the plants provide." 7 

With those closures, Pennsylvania will have five coal- fired electric generating units remaining. 

In 2018, these five remaining coal-fired units consumed 8.4 million tons of coal extracted by 

coal mining operations in Pennsylvania. 8 Overall, coal accounted for 20 percent of the net 

electricity generated in the Commonwealth in 2018, which is down significantly from 48 

percent just a decade ago. 9 The incessant regulatory pressures experienced by coal-fired 

generation, coupled with the advent of shale gas over this past decade proved to be a perfect 

storm that resulted in a transformation of the coal-fired power generation business, and had 

profound effects on Pennsylvania coal producers. Over the last decade, Pennsylvania has 

shuttered more than 50 percent of its bituminous coal mines. 10 

The economic hardship these plant and subsequent mine closures have had on local economies 

throughout Pennsylvania have been devastating. Nevertheless, not once during this period, nor 

today, has the coal industry come to the Pennsylvania General Assembly to request a ratepayer 

funded subsidy. Instead, PCA member companies responded to the market shift by making 

difficult business decisions to address costs, closely examined their operations to ensure the 

use of the utmost efficiencies, and expanded through strategic investment to ensure their 

future economic viability. PCA member companies fully realize the electric power generation 

market has significantly transformed this past decade and have been committed to working 

within this market to ensure that coal remains an affordable, reliable and resilient resource to 

the grid. That said, PCA strongly opposes state mandates, such as those proposed in HB 11, that 

6 https://www.eia.gov/electricitv/data/eia860/ 
7 https://stateimpact.npr.org/pennsylvania/2018/08/29/fi rstenergy-to-close-bruce-mansfield-states-largest-coal
fired-power-plant/ 
8 https://www. eia.gov/electricity/data/eia923/ 
9 https:ljwww.eia.gov/electricity/data/eia923/ 
10 https://www .eia.gov/coal/da ta/browser I 
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provide preferential treatment to certain resources at the expense of the integrity of the 

wholesale market. 

Coal and PJM 

As members of the Committee are aware, the PJM Interconnection operates a competitive 

wholesale electricity market and manages the regional electric grid for more than 65 million 

people in all or part of 13 states plus the District of Columbia, including Pennsylvania. The 

operations include ensuring reliability and economic benefits, day-to-day management of the 

system, and annual capacity auctions. Coal continues to play a significant role in diversifying the 

generation portfolio within PJM and compromised 29% of the electricity generated in 2018.11 

More importantly to Pennsylvania coal miners, in 2018 15.6 million tons, nearly 1/3 of 

Pennsylvania's coal production in the same year, was delivered via truck, rail and barge for use 

by electric generators in the P JM territory. 

Pennsylvania's coal electric generating units, and the units within the PJM territory, are 

necessary for reliability, resilience, and fuel security. A reliable grid means having an adequate 

supply of electricity 24/7 under all weather and demand conditions. The North American 

Electric Reliability Corporation, who is responsible for ensuring the reliability of the nation's 

bulk power system, has objective standards for reliability, including 16 attributes that 

contribute to grid reliability. Coal electric generating units meet 13 of those attributes, 

including those identified as essential. 12 Resiliency, while not yet specifically defined, means the 

grid can withstand and recover quickly from disturbances and interruptions. Security is 

addressed by those resources that are fuel-secure, like coal, which generally has upwards of 30 

days of fuel stockpiled on site, negating any issues with fuel delivery, and can ramp up and 

ramp down relatively quickly in response to demand . 

On a mild spring day like today, coal is not the leader in PJM's generation fuel mix. However, 

when demand is high during periods of cold and hot weather, when natural gas gets diverted to 

home heating, and when nuclear can't produce any more generation, coal is left to pick up the 

11 https://www.eia.gov/electricity/data/ela923/ 
12https://www.nerc.com/pa/RAPA/PA/Performance%20Analysis%20DL/NERC 2018 SOR 06202018 Final.pdf 
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slack and provide essential power to the grid. This past January, coal electric generation was 40 

percent of PJM's fuel mix when demand was high, outpacing all other fuel sources. In fact, in 

2018, Andrew Ott, the President and CEO of PJM testified before the United State Energy and 

Natural Resources Committee and commented that during a deep freeze in late 2017 and early 

2018, commonly referred to as the "bomb cyclone" that "we (PJM) could not have served 

customers without coal." 13 

Given the current construct of the PJM capacity market, HB 11 will further distort that market, 

Pennsylvania's coal-fired generation units and the units within PJM will be further marginalized, 

and the 15.6 million tons of Pennsylvania-mined coal that goes to that generation will be at risk. 

PJM and FERC 

Electric generators within PJM that clear the capacity auction are paid for their guaranteed 

availability at a future date. In 2018, the capacity auction produced a price of $140 MW-day for 

power it procured for the period of June 1, 2021, to May 31, 2022. 14 Generation sources that 

clear the auction are guaranteed that price and, in some cases, if they qualify for a ratepayer 

supported subsidy under Pennsylvania's AEPS, those generators receive that subsidy and the 

capacity payment. This, combined with recently enacted ratepayer bailouts in Illinois and New 

Jersey, has significantly undermined competition in the PJM market. As a result, the Federal 

Energy Regulatory Commission, which is charged with ensuring reliable, efficient and 

sustainable energy for customers, ordered PJM to rewrite their capacity market rules to 

address the state-subsidized resources like renewables and nuclear plants that are 

artificially suppressing market prices. 

On June 29, 2018, FERC, issued an unprecedented order in which it found that the PJM tariff is 

"unjust, unreasonable and unduly discriminatory" because it "fails to protect the integrity of 

competition in the wholesale capacity market against unreasonable price distortions and cost 

13 h ttps ://www. wash i ngto nexa miner. co ml energy-depart me nt -d eep-freeze-s hows-risks-to-grid -from -coa 1-
reti rem ents 
14 http :/ /i nsi deli nes. pj m ,com/ capaci tv-au ction-attr-acts-d I verse-competitive-re.sources/ 
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shifts caused by out-of-market support".15 Out-of-market payments, whether directly made or 

simply authorized by a state, allow a resource to reduce the price of their offer into the P JM 

capacity auctions below the price at which they otherwise would offer, causing lower auction 

clearing prices and price distortion. FERC noted in the order that "the resulting price distortion 

(from out-of-market payments like ratepayer subsidies) compromise the capacity markets 

integrity." FERC acknowledged that it did not have a clear answer for a workable solution and 

opened a new docket (Docket No. EL18-178-000) to address a proposed alternative approach in 

which PJM would modify current aspects of its tariffs to address out-of-market payments. 

These aspects included an expanded minimum offering price rule (MOPR) and a restructuring of 

the Fixed Resource Requirement to address state-subsidized resources. 

PCA supported comments submitted on the new FERC docket that agreed with an expanded 

minimum offering price rule (MOPR) to prevent state directed out-of-market payments from 

disrupting the PJM capacity market and, should that MOPR apply to resources that provide fuel 

security or enhance national security, FERC should require PJM to adopt a Fixed Resource 

Requirement Alternative or similar mechanism. 

An order from FERC remains pending on this open docket, but many expect a decision at some 

point in 2019. Given the significant implications it will have, P JM received approval to delay its 

capacity auction from May to August this year. Interestingly, parties that have testified before 

this Committee, have submitted comments on this FERC docket that recognize that renewable 

energy credit and zero energy credit programs, as currently constructed, are not intended to 

provide resources with sufficient revenue, in the absence of a capacity payment, to make 

continued resource operation economically viable. 16 

Given the significant uncertainty that exists with the future construct of the PJM capacity 

market coupled with this need for subsidized resources to maintain some sort of capacity 

payment to remain operational, PCA believes it would be highly prudent to table any legislative 

conversation on subsidizing one fuel source until FERC issues a decision on this open docket. 

15 https://www.ferc.gov/CalendarFi les/20180629212349-EL16-49-000.pdf 
16 Initial Comments of FirstEnergy Solutions Corp., Federal Energy Regulatory Commission docket EL 18- 178-000 
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House Bill 11 is Flawed 

I listened to many of the testifiers who appeared before the Committee last week advocating 

for a nuclear subsidy and claimed that House Bill 11 would level the playing field. That is most 

certainly not the case. In a deregulated state like Pennsylvania, the proposal would force 

Pennsylvania utilities to procure 68 percent of the megawatts they deliver from sources 

dictated by the state, and if they cannot procure the power, potentially purchase credits from 

other states within PJM to comply. This would force Pennsylvania ratepayers to pay for 

generation produced in other states. 

In 2017, exclusive of solar, only 26 percent of the credits purchased to comply with Tier I of our 

state's AEPS came from Pennsylvania, while 27 percent came from Illinois and 24 percent came 

from Virginia. To meet the Tier II AEPS requirement, 66 percent of the credits came from 

Pennsylvania, while 22 percent came from Virginia and 10 percent came from West Virginia. 17 

House Bill 11 adds a third tier for nuclear, that requires utilities to purchase 50 percent of their 

electricity from that tier. Given nuclear was 41 percent of Pennsylvania's electric generation in 

2018, this may result in Pennsylvania ratepayers purchasing nine percent of their electricity or 

credits from plants in other states, like New Jersey, Ohio, or Illinois, where First Energy 

Solutions and Exelon have nuclear assets. Out-of-state purchases increase even greater if Three 

Mile Island, which produced nine percent of the total electricity generated from nuclear in 2018 

in Pennsylvania, were to decommission. 

Moreover, PCA questions the economic need for the proposal. According to the 2018 PJM 

State of the Market Report for PJM, all but three of the 18 nuclear plants in its grid should be 

profitable over the next four years. The three that project a loss are Exelon's Three Mile Island 

and FirstEnergy's Perry and Davis-Besse plants in Ohio. Those units share one thing in 

common - all are single-reactor sites that have higher operating costs per megawatt hour than 

multiple-reactor plants. In New Jersey where a similar effort was accomplished last year, in a 

filing to the State Board of Public Utilities, the Rate Counsel found that two companies, one of 

17 http://www.puc.oa.gov/Electrlc/pdf/AEPS/AEPS Ann Rpt 2017.pdf 
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which is Exelon, " ... in making a case for nuclear subsidies, have overstated their costs and 

underestimated revenues. 'When their assumptions are examined closely, their claims of 

financial hardship fall away."'18 The same filing contends that companies overstated negative 

outcomes, minimized positive results, and ultimately said that " ... these subsidies are not only 

unfair and inappropriate, they also are unneeded. The only way the applicant could justify their 

request is to over-count their costs and under-count their revenues." Further, one testifier 

from last week's hearing admitted to this Committee that HB 11 was never intended to be a 

"needs-based or a bailout"19 and their particular plant is making money and not scheduled for a 

shutdown.20 Absent Three Mile Island, the need to subsidize nuclear is at best speculative, and 

the financial burden of proof should fall on the companies that claim hardship to prove that 

Pennsylvania's ratepayers need to bear the burden to bailout their industry. 

In closing, House Bill 11 is an inappropriate attempt to mandate a state subsidy for a resource 

that does not need one. The legislation benefits a few companies at the expense of virtually 

everyone in our Commonwealth - families, consumers and businesses. House Bill 11 is also 

premature, as an order is pending at FERC which will ultimately determine how PJM's capacity 

market will be adjusted to address the state-subsidized resources that are artificially 

suppressing market prices. House Bill 11 picks winners and losers, will further upend an 

already unbalanced electricity market, and will jeopardize Pennsylvania's coal industry, the 

18,000 jobs it supports, and the over $4 billion it adds to the Pennsylvania's economy. 

18 h ttps://assets.njspotlight.com/assets/19/0131/1925 
19 https://www.vorkdlspatch.com/storv/news/2019/04/09/urgent-issue-competition -killer-house-holds-lst
heari ng-pa-Qu clea r-bai lou t-bil 1/34025 7500 2/ 
20 bttps://wskg.org/news/political-fight-begins-over-bil l-to-rescue-pennsvlvania-nuclear-industry/ 
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