FirstEnergy

__’ﬁ
Solutions 341 White Pond Drive, A-WAC-B3
Akron, Ohio 44320

September 19, 2016

Ms. Barcy McNeal
Administration/Docketing

Public Utilities Commission of Ohio
180 East Broad Street, 11th Floor
Columbus, Ohio 43215-3793

Re:  Notice of Material Change to FirstEnergy Solutions Corp. Application Docket
No. 00-1742-EL-CRS

Dear Ms. McNeal:

FirstEnergy Solutions Corp. (“FES”), pursuant to Ohio Adm.Code 4901 :1-24-11, submits
the enclosed bond rating report by Moody’s Investors Service, which downgraded FES
from Baa3 to Ba2 on or around July 29, 2016.

If the Commission has any questions regarding this submission, please feel free to contact
me by phone at 330-436-2763 or via email at shuttlewortht@firstenergycorp.com. You
may also contact our legal counsel, N. Trevor Alexander, by telephone at 614-621-7774
or via email at talexander@calfee.com.

Very truly yours,

Tamara R. Shuttleworth



Mooby’s
INVESTORS SERVICE

Rating Action: Moody's Downgrades FirstEnergy Solutions Corp and Allegheny
Energy Supply Co; Rating Outlooks remain negative

Global Credit Research - 29 Jul 2016
Approximately $5.0 billion of debt affected

New York, July 29, 2016 -- Moody's Investors Service, ("Moody's") today downgraded the senior unsecured
rating for First Energy Solutions Corp (FES) to Ba2 from Baa3 and for Allegheny Energy Supply Company,
LLC (AES) to Ba1 from Baa3. The Baa2 senior secured revenue bond rating for FES and the Baa3 senior
unsecured rating for Allegheny Generating Company (AGC) were affirmed. The rating outlooks for FES and
AES remain negative. The rating outlook for AGC was changed to stable from negative.

Moody's also assigned a Ba2 Corporate Family Rating (CFR) and Ba2-PD Probability of Default Rating (PDR)
to FES and a Ba1 CFR and Ba1-PD to AES. The Baa3 Issuer rating for FES was withdrawn. Moody's also
assigned an SGL-2 speculative grade liquidity rating for both FES and AES.

The Baa3 issuer rating and negative rating outiook for FirstEnergy Corp (FirstEnergy) remain unchanged.

"The lower ratings at FES and AES reflect Moody's decision to delink the ratings on these companies from
that of parent FirstEnergy following its decision to eventually exit the merchant business and transition to a
purely regulated utility holding company", said Swami Venkataraman, Vice President -- Senior Credit Officer.
"The downgrade also reflects the weak merchant market conditions and incorporates our expectations that any
assistance provided to FirstEnergy by the state of Ohio will likely not be linked to the generation business."

Downgrades:

..Issuer: Allegheny Energy Supply Company, LLC

....Senior Unsecured Regular Bond/Debenture, Downgraded to Ba1 (LGD4) from Baa3
.Issuer: Beaver (County of) PA, Industrial Devel Auth

....Senior Unsecured Revenue Bonds, Downgraded to Ba2 (.GD4) from Baa3

..Issuer: Bruce Mansfield Unit 1

....Senior Secured Pass-Through, Downgraded to Ba2 (LGD4) from Baa3

..Issuer: FirstEnergy Solutions Corp.

....Senior Unsecured Bank Credit Facility, Downgraded to Ba2 from Baa3

....Backed Senior Unsecured Regular Bond/Debenture, Downgraded to Ba2 (LGD4) from Baa3
..Issuer: Ohio Air Quality Development Authority

.... Backed Senior Unsecured Revenue Bonds, Downgraded to Ba2 (LGD4) from Baa3
..Issuer: Ohio Water Development Authority

....Backed Senior Unsecured Revenue Bonds, Downgraded to Ba2 (LGD4) from Baa3
..Issuer: Pennsylvania Economic Dev. Fin. Auth.

....Backed Senior Unsecured Revenue Bonds, Downgraded to Ba2 (LGD4) from Baa3
..Issuer: Pleasants (County of) WV, County Commission

....Backed Senior Unsecured Revenue Bonds, Downgraded to Ba1 (LGD4) from Baa3



Assignments:

..Issuer: FirstEnergy Solutions Corp.

.... Corporate Family Rating, Assigned Ba2

.... Probability of Default Rating, Assigned Ba2-PD

.... Speculative Grade Liquidity Rating, Assigned SGL-2
.Issuer: Allegheny Energy Supply Company, LLC

.... Corporate Family Rating, Assigned Ba1

.... Probability of Default Rating, Assigned Ba1-PD

.... Speculative Grade Liquidity Rating, Assigned SGL-2
Affirmations:

..Issuer: Ohio Air Quality Development Authority

....Backed Senior Secured Revenue Bonds, Affirmed Baa2
..Issuer: Ohio Water Development Authority

....Backed Senior Secured Revenue Bonds, Affirmed Baa2
..Issuer: Allegheny Generating Company

....Senior Unsecured Regular Bond/Debenture, Affirmed Baa3
Outlook Actions:

..Issuer: Allegheny Energy Supply Company, LLC
....0Outlook, Remains Negative

..Issuer: Bruce Mansfield Unit 1

....Outlook, Remains Negative

..Issuer: FirstEnergy Solutions Corp.

....0Outlook, Remains Negative

.Issuer: Allegheny Generating Company

....0utlock, Changed To Stable From Negative
Withdrawals:

..Issuer: FirstEnergy Solutions Corp.

.... Issuer Rating, Withdrawn , previously rated Baa3
RATINGS RATIONALE

Moody's historically rated FES and AES at the same level as FirstEnergy because of the importance of the
merchant operations to the company's over-all corporate strategy. FirstEnergy has also provided extraordinary
financial assistance to FES in the past, such as the 2013 transfer of $1.5 billion of debt from FES to
FirstEnergy. In 2015, FirstEnergy's management substantially reduced the size and focus of the merchant
segment and also stated that it would not infuse any more capital into the business. However, we maintained
the rating link between FE and FES because FirstEnergy was still pursuing regulatory options in Ohio linked to
its generation business designed to collect additional cash flow, which would have bolstered FirstEnergy's
consolidated financial profile. None of these historic considerations are valid qoing forward.



- -

FES' Ba2 CFR reflects weak merchant market conditions as well as the composition of FES' generation
portfolio, which is roughly 50% coal, 40% nuclear and 5% each of gas and renewables. Low power prices,
driven by low natural gas prices, are placing considerable strain on FES' business. This trend is especially
pronounced in eastern Ohio and Pennsylvania due to its proximity to the Marcellus natural gas shale
formation. The rating is benefited by the cash flow that is derived from capacity revenues procured through the
Pennsylvania-Maryland-New Jersey Regional Transmission Organization (PJM), which represents about 30%
of FES' total gross margins. Nevertheless, FES' EBITDA is backwardated, meaning projected capacity and
energy prices are falling. In 2016 and 2017, Moody's expects FES to generate roughly $100 - $150 million in
free cash flow (after accounting for maintenance capex and nuclear fuel expenses) but will be free cash flow
negative in 2018.

Moody's expects FES's cash from operations pre-working capital (CFO pre-WC) coverage of debt to fall from
about 24% in 2016 (owing to strong capacity pricing in PJM's ATSI zone) to 16% in 2018, and free cash flow
(FCF) coverage of debt from 5% in 2016 to zero by 2018. Moody's estimates FES' generation assets are worth
approximately $3.6 billion, compared to adjusted debt of roughly $4.3 billion.

AES' Ba1 CFRis higher than FES because of a significantly different portfolio composition and materially lower
leverage. AES' 2,982 MW portfolio is 46% coal, 30% natural gas and 24% pumped storage hydro. AES' coal
plant is also a relatively better performer than FES' coal plants, with capacity factor of 62% in 2015 and over
70% in the years before. The gas and hydro assets are well positioned in PJM and don't face the same
environmental or cost pressures as coal and nuclear generation.

AES has substantially lower leverage than FES. Moody's expects AES's CFO pre-WC coverage of debt to fall
from about 31.5% in 2016 to 15% in 2018. Free cash flow (FCF) coverage of debt is expected to fall from 18%
in 2016 to 4% by 2018. The material decline in 2018 is partly attributable to deferred tax swings and we expect
that CFO pre-WC and FCF coverage ratios in 2017 and 2019 would be 20-25% and 8-10%, respectively, in the
absence of these swings. Moody's estimates a value for AES' generating assets at $1.37 billion, compared to
debt of $653 Million.

The affirmation of AGC's rating and the revision of the rating outlook to stable from negative reflects the unique
nature of AGC's operations. AGC is 59% owned by AES and 41% owned by Monongahela Power Company
(MP; Baa2 senior unsecured, stable outlook), a regulated utility subsidiary of FirstEnergy. As such, this
ownership structure provides some bankruptcy insulation from AES, as well as FES. Further, AGC is regulated
by the Federal Energy Regulatory Commission (FERC) and generates revenues from both AES and MP. The
FERC authorized revenue tariff includes all of AGC's operating costs, as well as an 11% return on equity.

Structural Considerations

The ratings for FES and AES' debt instruments comprise both the overall probability of default of the corporate
family rating, reflected in their Ba2-PD and Ba1-PD PDRs, respectively, and an average family loss given
default assessment, using Moody's Loss Given Default Methodology. The Baa2 rating assigned to the secured
debt at FES' subsidiaries First Energy Generation (FEG) and FirstEnergy Nuclear Generating (FENG) reflects
the presence of only about $310 million of secured debt against a total outstanding debt of about $3 billion.

The Ba2 (LGD4 59%) rating assigned to the unsecured debt at FES, FEG and FENG reflects the cross-
guarantees that exist between FES and each of FEG and FENG which effectively makes unsecured debt at
FES pari-passu with unsecured debt at FEG and FENG. In fact, any unsatisfied secured claims at FEG and
FENG will also be pari-passu with these unsecured claims.

Liquidity

Moody's assigned an SGL-2 speculative grade liquidity rating for both FES and AES reflecting adequate
liquidity and or expectation that the companies can finance all their cash needs, including maintenance capex
from operating cash flow over the next twelve months. The companies had about $42 million outstanding under
their shared $1.5 billion revolving credit facility which matures in March 2019. FES and AES have sub-limits of
$1.5 billion and $1 billion, respectively. This revolver is mostly undrawn as its primary purpose is to provide
contingent liquidity in the event of a credit or market shock. FirstEnergy disclosed that the collateral impact
from a downgrade of FES/AES by all rating agencies was about $300 million, which is easily manageable with
its current . Liquidity is managed centrally at FirstEnergy, which has another revolver sized at $3.5 billion
where the regulated utilities are also co-borrowers. FirstEnergy had $146 million of cash on hand as of March
31, 2016



FES and AES' revolving credit facility contains only one financial covenant, applicable to both, which is a
requirement to maintain a consolidated debt to total capitalization ratio of no more than 65%. Both companies
were in compliance with this requirement as of Mar 31, 20186.

We expect FES and AES to generate free cash flow of $100-150 million and $50-100 million, respectively in
each of 2016 and 2017. AES has no debt maturities in the next 12 months. FES needs to remarket $391

million of its variable rate revenue bonds in 2016. About $285 million of this amount has already been taken out
using the FES revolver to date and an additional $106.45 million will mature in September.

Rating Outlook

The negative rating outlook on FES and AES reflects the expected decline in capacity revenues and EBITDA
going forward and the fact that financial ratios are expected to fall significantly from 2018 onwards in the
absence of a general recovery in merchant market conditions.

Factors that Could Lead to an Upgrade

The rating could be upgraded if merchant market conditions improve and enable the company to consistently
maintain a financial profile adequate for the rating. This includes CFO pre-WC and FCF coverage of debt in the
high-teens and 8-10%, respectively for FES and 20-25% and 10-15%, respectively for AES

Factors that Could Lead to a Downgrade

Financial ratios that are currently forecasted for 2016 and 2017 are adequate for the ratings at FES and AES.
However, ratings may again be downgraded if expectations for 2018 and beyond don't improve from current
levels and the expected CFO pre-WC and FCF coverage of debt for 2018 and beyond were to decline below
levels required to stabilize the outlook mentioned above.

The principal methodology used in rating Allegheny Generating Company was Regulated Electric and Gas
Utilities published in December 2013. The principal methodology used in rating FirstEnergy Solutions Corp.
and Allegheny Energy Supply Company, LLC was Unregulated Utilities and Unregulated Power Companies
published in October 2014. Please see the Ratings Methodologies page on www.moodys.com for a copy of
these methodologies.

REGULATORY DISCLOSURES

For ratings issued on a program, series or category/class of debt, this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series or
category/class of debt or pursuant to a program for which the ratings are derived exclusively from existing
ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides certain regulatory disclosures in relation to the rating action on the support provider
and in relation to each particular rating action for securities that derive their credit ratings from the support
provider's credit rating. For provisional ratings, this announcement provides certain regulatory disclosures in
relation to the provisional rating assigned, and in relation to a definitive rating that may be assigned
subsequent to the final issuance of the debt, in each case where the transaction structure and terms have not
changed prior to the assignment of the definitive rating in a manner that would have affected the rating. For
further information please see the ratings tab on the issuer/entity page for the respective issuer on
www.moodys.com.

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this
rating action, and whose ratings may change as a result of this rating action, the associated regulatory
disclosures will be those of the guarantor entity. Exceptions to this approach exist for the following disclosures,
if applicable to jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated entity.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures
for each credit rating.

Swami Venkataraman, CFA



VP - Senior Credit Officer
Infrastructure Finance Group
Moody's Investors Service, Inc.
250 Greenwich Street

New York, NY 10007
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James Hempstead

Associate Managing Director
Infrastructure Finance Group
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Mooby’s
INVESTORS SERVICE

© 2016 Moody's Corporation, Moody’s Investors Service, Inc., Moody's Analytics, Inc. and/or their licensors and
affiliates (collectively, “MOQDY'S"). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND ITS RATINGS AFFILIATES
("MIS") ARE MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES,
CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND
RESEARCH PUBLICATIONS PUBLISHED BY MOODY'S (“MOODY'’S PUBLICATIONS") MAY INCLUDE
MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT
COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK
THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE
AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT
ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE
RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND MOODY'S OPINIONS INCLUDED IN MOODY'S
PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY'S
PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK AND
RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY'S ANALYTICS, INC. CREDIT RATINGS
AND MOODY'S PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL
ADVICE, AND CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE
RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT
RATINGS NOR MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR
ANY PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY’S
PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH
DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER
CONSIDERATION FOR PURCHASE, HOLDING, OR SALE. MOODY'S CREDIT RATINGS AND MOODY'S
PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS
AND INAPPROPRIATE FOR RETAIL INVESTORS TO USE MOODY'S CREDIT RATINGS OR MOODY'S
PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION. IF IN DOUBT YOU SHOULD CONTACT
YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON
WITHOUT MOODY'S PRIOR WRITTEN CONSENT.



All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all
information contained herein is provided “AS 1S" without warranty of any kind. MOODY'S adopts all necessary
measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources
MOODY'S considers to be reliable including, when appropriate, independent third- party sources. However,
MOODY'S is not an auditor and cannot in every instance independently verify or validate information received
in the rating process or in preparing the Moody’s Publications.

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or
incidental losses or damages whatsoever arising from or in connection with the information contained herein or
the use of or inability to use any such information, even if MOODY'S or any of its directors, officers, employees,
agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage
arising where the relevant financial instrument is not the subject of a particular credit rating assigned by
MOODY'S.

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability for any direct or compensatory losses or damages caused to any
person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any
other type of liability that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any
contingency within or beyond the control of, MOODY'S or any of its directors, officers, employees, agents,
representatives, licensors or suppliers, arising from or in connection with the information contained herein or the
use of or inability to use any such information.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER
OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER
WHATSOEVER.

Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody's Corporation
("MCQ?”), hereby discloses that most issuers of debt securities (including corporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by Moody's Investors Service, Inc. have,
prior to assignment of any rating, agreed to pay to Moody's Investors Service, Inc. for appraisal and rating
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain
policies and procedures to address the independence of MIS's ratings and rating processes. Information
regarding certain affiliations that may exist between directors of MCO and rated entities, and between entities
who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more
than 5%, is posted annually at www.moodys.com under the heading “Investor Relations — Corporate
Govermnance — Director and Shareholder Affiliation Policy.”

Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian
Financial Services License of MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61 003 399
657AFSL 336969 and/or Moody's Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as
applicable). This document is intended to be provided only to “wholesale clients” within the meaning of section
761G of the Corporations Act 2001. By continuing to access this document from within Australia, you represent
to MOODY'S that you are, or are accessing the document as a representative of, a “wholesale client” and that
neither you nor the entity you represent will directly or indirectly disseminate this document or its contents to
“retail clients” within the meaning of section 761G of the Corporations Act 2001. MOODY'S credit rating is an
opinion as to the creditworthiness of a debt obligation of the issuer, not on the equity securities of the issuer or
any form of security that is available to retail investors. It would be reckless and inappropriate for retail investors
to use MOODY'S credit ratings or publications when making an investment decision. If in doubt you should
contact your financial or other professional adviser.

Additional terms for Japan only: Moody's Japan K.K. ("MJKK”) is a wholly-owned credit rating agency subsidiary
of Moody's Group Japan G K., which is wholly-owned by Moody's Overseas Holdings Inc., a wholly-owned
subsidiary of MCO. Moody’s SF Japan K.K. ("MSFJ") is a wholly-owned credit rating agency subsidiary of
MJKK. MSFJ is not a Nationally Recognized Statistical Rating Organization (“NRSRO"). Therefore, credit
ratings assigned by MSFJ are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an
entity that is not a NRSRO and, consequently, the rated obligation will not qualify for certain types of treatment



under U.S. laws. MJKK and MSFJ are credit rating agencies registered with the Japan Financial Services
Agency and their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively.

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and
municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MJKK or MSFJ (as
applicable) have, prior to assignment of any rating, agreed to pay to MJKK or MSFJ (as applicable) for
appraisal and rating services rendered by it fees ranging from JPY200,000 to approximately JPY350,000,000.
MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.
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