
pwS^ 
BEFORE 

THE PUBLIC UTILITIES COMMISSION OF OHIO 

In the Matter of the Application of Duke 
Energy Ohio for Approval of a Market Rate 
Offer to Conduct a Competitive Bidding 
Process for Standard Service Offer Electric 
Generation Supply, Accounting Modifications, 
and Tariffs for Generation Service. 

CaseNo. 10-2586-EL-SSO 

DIRECT TESTIMONY OF 

Kevin Helmich 

on behalf of 

Ohio Advanced Energy 

17 
C 
O 
O 

rso 

5 

4 

December 21,2010 

, H . . . ro c e r t i t y tha t >̂̂ o - . o ^ .ppearlng are^ax. 

iocuiaant ^ ^ ^ ^ ^ ^ Q J ^ ^ ^ ^^ate Processed .pFH ^ ^-^ 



1 BACKGROUND, EXPERIENCE AND PURPOSE 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

My name is Kevin Helmich. My business address is 3430 Vintage Valley Road, 
Ann Arbor, MI 48105. 

BY WHOM ARE YOU EMPLOYED? 

I am employed by Iberdrola Renewables, Inc. 

CAN YOU BRIEFLY DESCRIBE IBERDROLA RENEWABLES, INC.? 

Iberdrola Renewables, Inc.("IRI") is an energy company with its North American 
headquarters in Portland, OR. It is the subsidiary of Iberdrola Renovables, which 
is eighty (80) percent owned by Iberdrola S.A., headquartered in Bilbao, Spain. 
IRI owns gas storage, gas thermal generation, and renewable energy projects. IRI 
owns and operates more than forty (40) wind farms totaling more than 4,000 
MWs of capacity. We are currently constmcting the 304 MW Blue Creek wind 
farm in Van Wert and Paulding counties, in Ohio. 

WHAT IS YOUR POSITION WITH IBERDROLA RENEWBLES, INC.? 

I am Director of Origination. 

HOW LONG HAVE YOU HELD THIS POSITION? 

I have held this position for approximately five (5) years. 

WHAT IS THE NATURE OF YOUR DUTIES WITH IBERDROLA 
RENEWABLES, INC.? 

I am responsible for marketing and selling the energy from our projects in the 
Midwest, Mid-Atlantic, and Northeastern regions of the United States. 

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND. 

I have a bachelor's degree in Science and Mechanical Engineering from the 
University of Illinois at Urbana-Champaign and a master's of business 
administration from the University of Chicago, 

ARE YOU FAMILIAR WITH DUKE ENERGY OHIO'S APPLICATION 
FOR APPROVAL OF A MARKET RATE OFFER IN THIS CASE? 
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1 A. Generally, yes. I have reviewed the Duke application. But I am not an Ohio 
2 utility law expert. I am focused on the economics of wind farm development. 

4 9. Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS CASE? 
5 
6 A. The purpose of my testimony is to address the need for Load Serving Entities, 
7 such as Duke Energy Ohio, to enter into long-term contracts with wind energy 
8 providers to ensure that the obligations of Ohio's renewable portfolio standard 
9 C'RPS"), set forth in Ohio Senate Bill 221, are met.̂  

10 
11 LONG-TERM RENEWABLE ENERGY CONTRACTS 
12 
13 10. Q. WHY ARE LONG-TERM CONTRACTS NEEDED TO SUPPORT 
14 RENEWABLE ENERGY DEVELOPMENT IN OHIO? 
15 
16 A. A commercial-scale wind farm, like any other large-scale power plant, is a 
17 significant capital investment. Financing such projects depends on investor 
18 confidence in the availability of a long-term revenue stream, lasting at least ten 
19 (10) years, to cover the substantial upfront costs. 
20 
21 Historically, power-generation investments had assured capital recovery through 
22 an approved regulatory rate of retum. This changed when electricity markets 
23 were restructured. Today, wind energy investments that cannot demonstrate an 
24 assurance of capital recovery to their investors are becoming increasingly difficult 
25 to finance. This difficulty applies to developers who finance fi"om their own 
26 balance sheets, as well as those who rely on third-party project financing. 
27 
28 11. Q. SHOULD LONG-TERM RENEWABLE ENERGY CONTRACTS BE FOR 
29 BOTH ENERGY AND RENEWABLE ENERGY CREDITS (RECS)? 
30 
31 A. Yes. It is essential that long-term contracts include both energy and RECs, which 
32 we refer to as a "bundled contract." Energy accounts for a significant portion of a 
33 wind farm's revenue. As such, it is imperative to demonstrate to wind farm 
34 investors that a long-term buyer is in place to provide this meaningful portion of a 
35 project's revenue. 
36 

More generally, SB 221 created an aitemative energy portfolio standard for the State of Ohio, which included 
separate benchmarks for renewable energy (e.g., wind, solar, biomass) and advanced energy (e.g., clean coal, 
nuclear). For purposes of this testimony, I focus on the renewable energy benchmarks, which I refer to as the 
renewable portfolio standard, or RPS. 
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1 12. Q. WOULD TOTAL RELIANCE ON SHORT-TERM, UNBUNDLED, REC-
2 ONLY CONTRACTS FACILITATE THE DEVELOPMENT OF 
3 RENEWABLE ENERGY SUFFICIENT TO MEET OHIO'S RPS? 
4 
5 A. No. Short-term, unbundled, REC-only contracts would not sufficiently encourage 
6 wind energy development in Ohio. RECs represent only a portion of the full 
7 revenue stream of wind energy projects. Failure to lock-in long-term purchase of 
8 electricity significantly reduces the chance that a project will be financed. 
9 Without a fiinctioning market for wind power purchase agreements in Ohio, new 

10 projects will not be built, and the renewable energy market as a whole will suffer. 
11 
12 Importantly, short-term REC markets have proven to be highly volatile, which 
13 ultimately harms both rate-payers and developers, and makes it harder for the 
14 state to meet its renewable-energy objectives. This is, in part, because REC 
15 markets are very thin and illiquid. Generally, if a market is even marginally 
16 short, REC prices rise sharply, leading to higher costs for rate-payers. 
17 Conversely, if there is even a little too much supply, REC prices fall dramatically 
18 to a level insufficient to support wind farm development economics. In the end, 
19 whether REC prices are up or down, this volatility creates additional uncertainty, 
20 raises costs to consumers, and inhibits development of new renewable generation. 
21 
22 13. Q. HOW LONG IS SUFFICIENT FOR THESE CONTRACTS? 
23 
24 A. The most efficient contract length is twenty (20) years. This enables developers to 
25 get the most favorable rate on the debt needed to finance a wind farm. This 
26 favorable rate can ultimately be passed on to rate-payers through a lower project 
27 cost. 
28 
29 14. Q. HAS THERE BEEN ANY RELUCTANCE IN OHIO TO ENTER INTO 
30 LONG-TERM RENEWABLE ENERGY CONTRACTS? IF SO, WHY? 
31 
32 A. Yes. While some counterparties have shown an interest in engaging in long-term 
33 contracts, this has not been true of all potential counterparties under an RPS 
34 requirement. 
35 
36 15. Q. HAVE ANY WIND FARMS BEEN BUILT WITHOUT LONG-TERM 
37 CONTRACTS? 
38 
39 A. Yes. However, those projects generally benefitted from more liquid markets for 
40 various hedge products either for energy or RECs. Such hedge products enabled 
41 wind project developers to work with other parties to lock in a certain revenue 
42 stream against the volatility of merchant energy and REC markets. As a resuh of 
43 the recession, non-utility counterparties which may have provided hedging 
44 opportunities, such as investment banks, are no longer providing hedge products. 
45 In today's market, it has become increasingly difficult, if not impossible, to 

Testimony of Kevin Helmich 
Case No. 10-2586-EL-SSO 

Page 3 of4 



1 obtain financing for projects that do not have long-term off-take agreements for 
2 energy and RECs. 

4 16. Q. DO YOU HAVE ANY RECOMMENDATIONS FOR ADDRESSING THE 
5 LACK OF CERTAINTY CONCERNING COST RECOVERY FOR LONG-
6 TERM RENEWABLE ENERGY CONTRACTS IN OHIO? 
7 
8 A. Yes. 
9 

10 17. Q. WHAT ARE THOSE RECOMMENDATIONS? 
11 
12 A. I recommend the Public Utilities Commission provide that Duke Energy is able to 
13 recover the costs associated with long-term contracts coterminous with the 
14 contracts themselves. For example, if Duke Energy engaged in a twenty (20)-
15 year contract to purchase energy and RECs, the recovery period should be twenty 
16 (20) years. Given the likely lower overall costs associated with long-term 
17 contracts, I believe such recovery could be performed under the RPS three (3) 
18 percent cost cap and would ultimately be cheaper for rate-payers. I recommend 
19 the Public Utilities Commission use all tools available to it to remove regulatory 
20 risk associated with long-term cost recovery in Ohio for Duke, as well as the 
21 advanced energy market generally. 
22 
23 18. Q. DOES THIS CONCLUDE YOUR TESTIMONY? 
24 
25 A. Yes. 
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of record listed below this 21^ day of December 2010 vza electronic mail. 

c 
Christopher Montgomery 

Amy B. Spiller 
Associate General Counsel 
Elizabeth H. Watts 
Assistant General Counsel 
Rocco O. D'Ascenzo 
Senior Counsel 
Duke Energy Business Services 
139 East Fourth Street, 1313-Main 
Cincinnati, OH 45202 

John W. Bentine 
Mark Yurick 
Matthew S. White 
Chester, Wilcox & Saxbe, LLP 
65 East State Street, Suite 1000 
Columbus, Ohio 43215-4213 
jbentine@cwslaw,com 
myurick@cwslaw.com 
mwhite@cwslaw.com 

David F. Boehm 
Michael L. Kurtz 
Boehm, Kurtz & Lowry 
36 East Seventh Street, Suite 1510 
Cincinnati, OH 45202 
dboehm@bkllawfirm.com 
mkurtz@bkllawfirm.com 

Michael D. Dortch 
Kravitz, Brown & Dortch, LLC 
65 East State Street, Suite 200 
Columbus, OH 43215 
mdortch@k ravitzl Ic .com 

Ann M. Hotz 
Kyle L. Verrett 
Jody M. Kyler 
Office of the Ohio Consumers' Counsel 
10 West Broad Street, Suite 1800 
Columbus, Ohio 43215-3485 
hotz@occ.state.oh.us 
verret@occ.state.oh.us 
kyler@occ.state.oh.us 

William T. Reisinger 
Nolan Moser 
Trent A. Dougherty 
Ohio Environmental Council 
1207 Grandview Avenue, Suite 201 
Columbus, Ohio 43212-3449 
will@theoec.org 
nolan@theoec.org 
trent@.theoec. org 

Samuel Randazzo 
Joseph Oilker 
McNees Wallace & Nurick LLC 
21 East State Street, 17*̂  Floor 
Columbus, OH 43215 
sam@mwncmh.com 
joliker@mwncmh.com 

Mark A. Hayden 
FirstEnergy Service Company 
76 South Main Street 
Akron, OH 44308 
haydenm@firstenergycorp.com 

mailto:myurick@cwslaw.com
mailto:mwhite@cwslaw.com
mailto:dboehm@bkllawfirm.com
mailto:mkurtz@bkllawfirm.com
mailto:hotz@occ.state.oh.us
mailto:verret@occ.state.oh.us
mailto:kyler@occ.state.oh.us
mailto:will@theoec.org
mailto:nolan@theoec.org
mailto:sam@mwncmh.com
mailto:joliker@mwncmh.com
mailto:haydenm@firstenergycorp.com


David A. Kutik 
Jones Day 
North Point 
901 Lakeside Avenue 
Cleveland, OH 44114 
dakutik@jonesday.com 

M. Howard Petricoff 
Stephen M. Howard 
Vorys, Sater, Seymour, and Pease LLP 
52 East Gay Street 
PO Box 1008 
Columbus, OH o 43216-1008 
mhpetricoff@vorys.com 
smhoward@vorys.com 

Grant W. Garber 
Jones Day 
325 John H. McConnell Blvd., Suite 600 
Columbus, OH 43215-2673 
gwgarber@ionesday.com 

Mary Christensen 
Counsel for People Working Cooperatively, 
Inc. 
8760 Orion Place, Suite 300 
Columbus OH 43240 
mchristensen@columbuslaw.org 

Barth E, Royer 
Bell & Royer Co., LPA 
33 South Grant Avenue 
Columbus, Ohio 43215 
barthr 0 ver@aol. com 

Gary A. Jeffries 
Senior Cotmsel 
Dominion Resoiuces Services, Inc. 
501 Martindale Stteet, Suite 400 
Pittsburgh, PA 15212 
Garv.A.Jeffries@dom.com 

Thomas J. O'Brien 
Counsel for the City of Cincinnati 
Bricker & Eckler LLP 
100 South Third Street 
Columbus, Ohio 43215 
tobrien@bricker.com 

Douglas E. Hart 
Attomey for The Greater 

Cincinnati Health Council 
441 Vine Street, Suite 4192 
Cincinnati, OH 45202 
dhart@douglasehart.com 

David C. Rinebolt 
Colleen L. Mooney 
Ohio Partners for Affordable Energy 
231 West Lima Street 
P.O. Box 1793 • 
Fmdlay, OH 45839-1793 
drinebolt@ohiopartners.org 
cmooney2@columbus.rr.com 

Cynthia Fonner Brady 
Senior Coimsel 
Constellation Energy Resources LLC 
550 W. Washington St., Suite 300 
Chicago, IL 60661 
Cynthia.brady@constellation.CDm 

Steven Beeler 
John Jones 
Assistant Attorneys General 
Public Utilities Commission of Ohio 
180 East Broad Street 
Columbus, Ohio 43215 
Steven.beeler@puc.state.oh.us 
j ohn.j ones@puc. state. oh.us 

Matt Wamock 
Bricker & Eckler LLP 
100 South Third Street 
Columbus, Ohio 43215 
mwamock@bricker.com 

mailto:dakutik@jonesday.com
mailto:mhpetricoff@vorys.com
mailto:smhoward@vorys.com
mailto:gwgarber@ionesday.com
mailto:mchristensen@columbuslaw.org
mailto:Garv.A.Jeffries@dom.com
mailto:tobrien@bricker.com
mailto:dhart@douglasehart.com
mailto:drinebolt@ohiopartners.org
mailto:cmooney2@columbus.rr.com
mailto:Cynthia.brady@constellation.CDm
mailto:Steven.beeler@puc.state.oh.us
mailto:mwamock@bricker.com


Kevin Schmidt 
The Ohio Manufacturers' Association 
33N. High Street, Suite 600 
Columbus, OH 43215 
Telephone; 614-629-6816 
E-mail: kschmidt@ohiomfg.com 

Attorneys for OMA 

mailto:kschmidt@ohiomfg.com

