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Love it or hate it, 
Pennsylvania’s big energy 

story is all about
natural gas

Pennsylvania Gas Decade, 
Simeone, Kleinman Center 2017



Natural Gas Prices & Production

Pennsylvania Gas Decade, Simeone, Kleinman Center 2017



Generation
Retirements

PJM SOTM Report 3Q 2017, 
Monitoring Analytics



Natural Gas is 
Killing Coal

“Prospects for a coal Renaissance”, James Stock, Harvard University, MIT CEEPR 
Spring 2017 Research Workshop, April 27, 2017

A Case Study of Electric Competition in Pennsylvania, 
Simeone & Hanger, Oct 2016



Will Natural Gas Kill Nuclear Too?

• In Pa - Three Mile Island to close in 2019 
• Many more plants threaten to close (e.g. First Energy, PSEG, Dominion)
• Zero Emissions Credits policy established in NY & IL, legal challenges 

underway
• State policy discussions – NJ, PA, OH, CT, etc.



But, what will happen 
to PA gas prices as 
pipelines are built?

Pennsylvania Gas Decade, Simeone, Kleinman Center 2017



EIA Annual Energy Outlook 2018 Projections
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PJM SOTM, MA



Renewable Generation Still Small

https://www.eia.gov/todayinenergy/



Wind predicted to 
overtake hydro 
generation in 2019

Monthly renewable 
generation surpasses 
nuclear generation in 
April 2017.

https://www.eia.gov/todayinenergy/



PJM and PA Installed Capacity

PJM SOTM Report 2017 3Q, Monitoring Analytics PA PUC, Electric Power Outlook, 2017



Federal Policy
• Tax Reform 

• Lowering corporate tax rate likely to reduce tax equity appetite that drives renewable project 
finance (e.g. PPA’s with corporations) through federal ITC/PTC. 

• Base erosion anti-abuse tax (BEAT) – reduce the value of tax credits for multinational companies.

• Solar Tariff- 30% tariff on important panels and cells for 4-years (de-escalating 5% per 
year), with 2.5 GW cells exempt each year.

• DOE Resilience NOPR – rejected by FERC

• Regulatory rollback efforts targeting energy sector and energy intensive industries.

• Reduced funding for EE/RE, climate science, research, and programs.

• Aggressive trade stance – is this at odds with energy export strategy?



Highlights on PJM Policy

• Price Formation
• PJM predicts a 2%-5% increase in annual net power costs ($440M - $1.4 Billion)
• What units are eligible to set market price (marginal price)?

• Capacity Market Changes
• MOPR-Ex – Mitigate impact of certain subsidies
• Two Tiered Repricing – Allow subsidies, but approximate competitive prices

• FERC’s RTO/ISO Resilience Docket (AS18-7-000)
• Asks key questions to RTO/ISO on various aspects of resilience, 60 day comment 

period
• 30-day reply comment period for stakeholders



Pennsylvania Policy

• Act 40 of 2017
• Intent - Only solar within PA’s borders can qualify for compliance. 
• December Implementation Order from PA PUC. Issue related to grandfathering 

existing contracts.

• PA DEP’s solar roadmap

• Pending Legislation – EV’s, Microgrids, etc.

• Nuclear caucus
• supportive of PJM price formation



Take Home Points
• PA shale gas reduced gas and power prices. 

• PJM’s power prices are so low that many existing resources are 
economically stressed.  Only lowest cost resources entering the market.

• Policy changes at all levels of government trying to navigate real and 
political challenges.

• PA natural gas prices projected to stay low, but cumulative impacts of new 
pipelines, exports are not yet known.

• Renewable energy costs continue to decrease, but policy environment is 
neutral to negative.
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