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Disclaimer

The information herein has been prepared by Lazard Frères & Co., LLC (“Lazard”), Akin Gump Strauss Hauer & Feld LLP (“Akin Gump”), and Alvarez &

Marsal North America, LLC (“Alvarez & Marsal”) based upon information supplied by FirstEnergy Solutions Corp. (“FES” or the “Company”), and

portions of the information herein may be based upon certain statements, estimates and projections provided by the Company with respect to the

anticipated future performance of the Company. We have relied upon the accuracy and completeness of the forgoing information, and have not

assumed any responsibility for any independent verification of such information or any independent valuation or appraisal of any of the assets or

liabilities of the Company, or any other entity, or concerning solvency or fair value of the Company or any other entity. With respect to financial

projections, we have assumed that they have been reasonably prepared in good faith on bases reflecting the best currently available estimates and

judgements of management of the Company as to the future financial performance of the Company. We assume no responsibility for and express no

view as to such projections or the assumptions on which they are based. The information set forth herein is based upon economic, monetary, market

and other conditions as in effect on, and the information made available to us as of, the date hereof, unless indicated otherwise. These materials and

the information contained herein are confidential and may not be disclosed publicly or made available to third parties without the prior written consent of

Lazard, Akin Gump and Alvarez & Marsal. These materials are preliminary and summary in nature and do not include all of the information that parties

should evaluate in considering a possible transaction. Nothing herein shall constitute a commitment or undertaking on the part of Lazard, Akin Gump,

Alvarez & Marsal or any related party to provide any service. Lazard is acting as investment banker to the Company and Alvarez & Marsal is acting as

financial advisor to the Company, and will not be responsible for and will not provide any tax, accounting, actuarial, legal or other specialist advice.
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Definitions
Acronym Term Acronym Term Acronym Term

AES
Allegheny Energy Supply

Company, LLC
FEV FirstEnergy Ventures Corp. NDC Net Demonstrated Capacity

ATC Around the Clock FG FirstEnergy Generation, LLC NDT Nuclear Decommissioning Trust

ATSI
American Transmission Systems 

Inc.
FGMU1

FirstEnergy Generation Mansfield 

Unit 1 Corp.
NG

FirstEnergy Nuclear Generation, 

LLC

BRA Base Residual Auction FMB First Mortgage Bond NRC
U.S. Nuclear Regulatory 

Commission

COD Commercial Operation Date INPO
Institute of Nuclear Power 

Operations
OVEC Ohio Valley Electric Corporation

DOE U.S. Department of Energy KWh Kilowatt-hour PJM PJM Interconnection, L.L.C.

EFOR Equivalent Forced Outage Rate LBR Little Blue Run POLR Provider of Last Resort

EPA
U.S. Environmental Protection 

Agency
LMP Locational Marginal Price PTC Price to Compare

FE FirstEnergy Corp. MATS Mercury and Air Toxics Standards REC Renewable Energy Credit

FENOC
FirstEnergy Nuclear Operating 

Company
MISO

Midcontinent Independent System 

Operator, Inc.
RPM

Reliability Pricing Model (PJM 

Capacity)

FERC
Federal Energy Regulatory 

Commission
MW Megawatt RTO

Regional Transmission

Organization

FES FirstEnergy Solutions Corp. MWd Megawatt-day TWh Terawatt-hour

FESC FirstEnergy Service Company MWh Megawatt-hour ZEN Zero Emission Nuclear Credits
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Financial Information | Assumptions
The financial projections included on the following slides were developed as part of the Company’s 
October 2018 business plan update.  Listed below are key assumptions:

 Energy pricing based on AD-Hub forwards as of 4/9/2018

 Capacity revenue reflects actual results of the May 2018 BRA – no units (MWs) are assumed to clear in the 2022-2023 planning year

 Assumed emergence from Chapter 11 on 6/30/2019

 “NewCo” is assumed to stand up its own corporate overhead / shared services function by the second half of 2019 with one time

costs mostly incurred in 2019

 Projections do not contemplate the terms of the Settlement Agreement, including crediting for shared service costs through 2018 or 

any cash contributions at the assumed emergence date

– Projections do not contemplate distribution of proceeds, claim disbursements, or post-emergence capital structure

– Projections do not contemplate transfer of the Pleasants Power Station

 Nuclear units are assumed to deactivate pursuant to deactivation notices provided to PJM (as specified below)

– May 2020 at Davis Besse;  May 2021 at Perry;  May 2021 at Beaver Valley 1;  October 2021 at Beaver Valley 2

– Projections do not include nuclear deactivation costs, including spent fuel management costs, NDT contributions or otherwise

 Fossil units are assumed to deactivate pursuant to deactivation notices provided to PJM (as specified below)

– May 2021 at Mansfield 3, May 2022 at Sammis 5-7

– Mansfield 1 & 2 assumed to deactivate in February 2019; unit specific O&M and capital expenditures removed; any related insurance 

proceeds or costs to repair excluded from the projections

– West Lorain sold by April 2019; anticipated net proceeds from sale are excluded from the Debtors’ projected cash balance

 Retail business attrits as committed sales (as of September 2018) wind down.  Retail O&M costs wind down accordingly.  No future

uncommitted sales or investment in ongoing business contemplated in projections

October 2018
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$ in Millions 2018 2019 2020 2021 2022 2023

Sales TWh's Rate $ TWh's Rate $ TWh's Rate $ TWh's Rate $ TWh's Rate $ TWh's Rate $

Retail 40.8   46.59$   1,899.4$     24.2   47.84$   1,159.2$     16.0   45.18$   721.5$        8.6     43.82$   378.6$        1.1     48.49$   51.3$             -   -$       -$            

Wholesale, Open 3.6     47.93$   171.8          18.6   28.53$   530.8          20.9   29.43$   614.5          12.7   30.73$   390.5          2.4     31.32$   76.2               -   -$          -             

Capacity Revenue 459.6          331.6          185.2          110.8          32.5               -             

Total Sales 44.4   57.06$   2,530.9       42.8   47.20$   2,021.7       36.8   41.28$   1,521.2       21.3   41.22$   879.9          3.5     45.82$   160.0             -   -$          -             

Fossil Fuel Expense
(1)

8.5     30.08$   (255.0)         10.1   25.20$   (255.3)         8.6     26.22$   (226.6)         8.4     26.06$   (220.0)         3.3     24.70$   (80.4)              -   -$          -             

Nuclear Fuel Expense
(2)

32.4   1.81$     (58.6)           31.8   2.18$     (69.3)           27.4   0.04$     (1.1)             12.3   0.78$     (9.5)                -   -$       (1.0)                -   -$          -             

Purchased Power 3.5     45.60$   (157.9)         0.9     32.21$   (29.6)           0.8     33.00$   (25.3)           0.6     33.92$   (21.9)           0.2     35.17$   (8.3)                -   -$          -             

Other Variable Expenses
(3)

(524.0)         (306.6)         (159.1)         (92.0)           (17.0)              -             

Total Variable Costs 44.4   22.44$   (995.5)$       42.8   15.43$   (660.8)$       36.8   11.18$   (412.1)$       21.3   16.09$   (343.4)$       3.5     30.56$   (106.7)$          -   -$       -$            

Variable Margin 1,535.4$     1,360.8$     1,109.2$     536.5$        53.3$          -$            

Fossil O&M (232.1)$       (164.7)$       (130.7)$       (110.9)$       (55.6)$         (5.6)$           

Nuclear O&M (645.8)         (617.2)         (527.7)         (321.5)         0.0              0.0              

ServiceCo Billings, net (140.1)         (152.5)         (76.8)           (38.3)              -                -             

Retail O&M (25.6)           (13.0)           (8.0)             (4.8)             (3.3)                -             

Unallocated FES O&M (12.1)           (14.1)           (10.4)           (6.1)             (1.0)                -             

Restructuring Pro Fees (145.1)         (99.5)              -                -                -                -             

Pension / OPEB
(4)

(9.7)             (20.2)           (14.3)           (8.6)             (0.7)             (0.0)             

Property Taxes (27.2)           (26.7)           (22.0)           (12.0)           (1.9)                -             

Retail Sales Taxes (19.3)           (13.7)           (7.8)             (2.4)             (0.2)                -             

Other O&M, net (16.4)           (10.6)              -                -                -                -             

EBITDA 262.0$        228.6$        311.5$        31.9$          (9.4)$           (5.6)$           

Nuclear Capex (105.5)         (99.4)           (57.5)           (24.0)           0.0              0.0              

Fossil Capex (48.1)           (53.8)           (50.3)           (12.6)           (3.1)             (1.0)             

Remediation / Other FESC Costs
(5)

(32.9)           (26.3)           (15.1)           (20.2)           (23.1)           (16.0)           

EBITDA Less CapEx 75.6$          49.0$          188.7$        (25.0)$         (35.6)$         (22.6)$         
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Financial Information | FES Consolidated

October 2018

Projected cash balance as of targeted emergence date [6]

 $850 - $900 million

 Amount excludes any value from the Settlement Agreement approved by the Court on September 26, 2018

Subject to Confidentiality Agreements – Subject to FRE 408 and Related Privileges – For Discussion Purposes Only

Note 1) Includes coal, coal delivery, reagents and fuel handling; forecast for FY 2019 reflects terms of agreement with Consolidation Coal (Murray Energy)

Note 2) Represents cash costs for nuclear fuel

Note 3) Primarily relates to retail-specific expenses including capacity expense, delivery expense, and REC purchase transactions

Note 4) Pre-emergence pension includes FES allocated portion of FESC pension expense not assumed by FE Corp.; post-emergence pension represents illustrative proxy replacement / 

retirement plan administered by the reorganized company

Note 5) Includes $32 million of capitalized service company billings for FY 2018 and 1H 2019; remaining expenses all related to Little Blue Run remediation costs

Note 6) Projected cash amount includes net proceeds from the sale of the Debtors’ aircrafts (transacted in June 2018) and excludes net proceeds from any other potential asset sales or any 

insurance proceeds related to Bruce Mansfield Units 1 and 2



$ in Millions 2018 2019 2020 2021 2022 2023 5 Year

Fossil

Net Generation (TWh's) 8.5              10.1            8.6              8.4              3.3                 -             30.5            

$ / MWh 37.80$        29.53$        29.38$        29.43$        30.50$        -$            29.56$        

Energy Revenue 320.4$        299.2$        253.9$        248.6$        99.2$          -$            900.9$        

Other Revenue 15.9            8.7              7.6              5.2              1.5                 -             23.1            

Capacity Revenue 252.1          174.8          97.6            76.9            31.9               -             381.2          

Total Fossil Revenue 588.4$        482.7$        359.1$        330.7$        132.6$        -$            1,305.2$     

Fossil Fuel Expense (255.0)         (255.3)         (226.6)         (220.0)         (80.4)              -             (782.3)         

Fossil Variable Margin 333.5$        227.4$        132.5$        110.6$        52.3$          -$            522.8$        

Nuclear

Net Generation (TWh's) 32.4            31.8            27.4            12.3               -                -             71.5            

$ / MWh 34.44$        29.06$        29.14$        30.38$        -$            -$            29.32$        

Energy Revenue 1,116.4$     923.6$        799.8$        372.3$        -$            -$            2,095.6$     

Other Revenue 6.8              6.8              5.9              3.9                 -                -             16.7            

Capacity Revenue 212.3          158.9          106.8          44.4               -                -             310.1          

Total Nuclear Revenue 1,335.6$     1,089.3$     912.5$        420.6$        -$            -$            2,422.4$     

Nuclear Fuel Expense (58.6)           (69.3)           (1.1)             (9.5)             (1.0)                -             (80.9)           

Nuclear Variable Margin 1,276.9$     1,020.0$     911.4$        411.1$        (1.0)$           -$            2,341.5$     

Retail

TWh's 40.8            24.2            16.0            8.6              1.1                 -             49.9            

Retail Sales 1,899.4$     1,159.4$     721.5$        381.3$        51.8$          -$            2,314.0$     

Cost of Sales (Estimate) (1,978.0)      (1,048.2)      (637.1)         (353.5)         (50.8)              -             (2,089.7)      

Retail Variable Margin (78.6)$         111.2$        84.4$          27.7$          1.0$            -$            224.3$        

Other Non-Station Specific Variable Margin 3.5$            2.3$            (19.2)$         (12.9)$         1.0$            -$            (28.9)$         

Total Variable Margin 1,535.4$     1,360.8$     1,109.2$     536.5$        53.3$          -$            3,059.8$     

Fossil O&M (232.1)$       (164.7)$       (130.7)$       (110.9)$       (55.6)$         (5.6)$           (467.5)$       

Nuclear O&M (645.8)         (617.2)         (527.7)         (321.5)         0.0              0.0              (1,466.3)      

Retail O&M (25.6)           (13.0)           (8.0)             (4.8)             (3.3)                -             (29.2)           

FES, FESC, Other O&M, net (369.9)         (337.3)         (131.2)         (67.3)           (3.7)             (0.0)             (539.6)         

EBITDA 262.0$        228.6$        311.5$        31.9$          (9.4)$           (5.6)$           557.1$        
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Financial Information | FES by Business Segment

Note: Actual results through September 2018 presented on an unhedged basis (negative energy margin in retail business offset by 

favorable margin at fossil and nuclear stations)

October 2018
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Forecast

TWhs 2018 2019 2020 2021 2022 2023

Fossil Stations

Bruce Mansfield 2.4        2.5        1.5        1.1        -          -          

W.H. Sammis 5.4        7.7        7.1        7.3        3.3        -          

Bay Shore 0.6        -          -          -          -          -          

West Lorain 0.0        -          -          -          -          -          

Total Fossil 8.5        10.1       8.6        8.4        3.3        -          

Nuclear Stations

Beaver Valley 14.3       14.8       14.8       8.5        -          -          

Davis-Besse 7.3        7.6        2.1        -          -          -          

Perry 10.9       9.3        10.6       3.7        -          -          

Total Nuclear 32.4       31.8       27.4       12.3       -          -          

Total Fleet Generation 40.9       41.9       36.1       20.7       3.3        -          
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Financial Information | FES Fleet Generation
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Capacity Forecast - Capacity Planning Year

MWs cleared 2018/19 2019/20 2020/21 2021/22

Fossil Stations

Bruce Mansfield 2,130.1     1,961.0     1,714.6     -              

W.H. Sammis 1,698.3     1,504.2     1,027.7     1,232.8     

Bay Shore 121.6        -              -              -              

West Lorain 364.1        -              -              -              

Total Fossil 4,314.1     3,465.2     2,742.3     1,232.8     

Nuclear Stations

Beaver Valley 1,602.4     1,525.9     1,796.5     -              

Davis-Besse 815.9        751.8        845.4        -              

Perry 1,098.8     1,009.4     1,197.6     -              

Total Nuclear 3,517.1     3,287.1     3,839.5     -              

Total MWs Cleared 7,831.2     6,752.3     6,581.8     1,232.8     
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Financial Information | Cleared Capacity (MWs)

October 2018

Note: Bruce Mansfield cleared capacity is reflective of units 1-3
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$ in Millions 2018 2019 2020 2021 2022 2023 5 Year

FES Consolidated EBITDA less CapEx 75.6$          49.0$          188.7$        (25.0)$         (35.6)$         (22.6)$         154.6$        

Mansfield and Sammis Continued Operations Sensitivity:

Additional Variable Margin -$            0.3$            0.2$            (4.5)$           2.7$            27.9$          26.6$          

O&M Increases Less Closure Costs    -             (3.9)             (11.7)           (24.9)           (91.5)           (139.2)         (271.2)         

Avoided Severance    -                -                -             8.4              11.4               -             19.7            

Incremental CapEx    -             (3.5)             (2.9)             (22.9)           (35.6)           (30.2)           (95.1)           

Total Net Impact, Mansfield and Sammis Cont. Ops -$            (7.2)$           (14.3)$         (44.0)$         (113.0)$       (141.5)$       (320.0)$       

Pro Forma EBITDA less CapEx 75.6$          41.8$          174.4$        (68.9)$         (148.6)$       (164.1)$       (165.4)$       
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Financial Information | Pro Forma Sensitivities

 Other potential fossil related sensitivities not included in the schedule above include:

– $1 per ton increase or decrease in coal pricing for the FES fleet (including Mansfield unit 3 and Sammis units 5 thru 7) at a

hypothetical capacity factor of 65% would yield approximately +/- $5 million per year in incremental cash flow

– $1 / MWh reduction in Coal Combustion Residual (“CCR”) costs at Mansfield unit 3 at a hypothetical capacity factor of 65% 

would also yield approximately $5 million per year in incremental cash flow

 The schedule below includes a pro forma sensitivity for how cash flow may be impacted if Mansfield unit 3 and 

Sammis units 5-7 were to continue operations beyond their contemplated deactivation dates of May 2021 and May 

2022, respectively, and reverse potential headcount, O&M and CapEx reductions previously anticipated to maximize 

cash flow through the deactivation date 

October 2018

Note: Bridge reflects station-level impacts to EBITDA in the event of continued operations at the Mansfield and Sammis stations. Analysis excludes any corporate level 

overheads incurred under these operating conditions
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