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SmartPortfolio — A Smarter
Approach to Buying Natural Gas

A PROACTIVELY MANAGED NATURAL GAS PROGRAM LIKE CONSTELLATION'S SMARTPORTFOLIO
CAN HELP YOU MITIGATE YOUR PRICE RISK SO YOU CAN FOCUS ON YOUR CORE BUSINESS.

SmartPortfolio provides an easy and comprehensive approach for managing your natural gas supply costs
while protecting against price volatility. With SmartPortfolio, you choose from four options with varying
degrees of volatility protection to ensure you get the right level of budget certainty, volatility protection and
risk tolerance for your business.

Interested in learning more about how Constellation, the endorsed energy supplier to the lllinois
Manufacturers’ Association, can help you develop a natural gas strategy? Contact us by visiting
energy.constellation.com/IMA.
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~ Constellation.

Illinois Manufacturers’ Association An Exelon Company

© 2017 Constellation Energy Resources, LLC. The offerings described herein are those of Constellation NewEnergy-Gas Division, LLC or
Constellation NewEnergy, Inc., affiliates of each other and ultimate subsidiaries of Exelon Corporation. Brand names and product names are
trademarks or service marks of their respective holders. All rights reserved. Errors and omissions excepted.

Constellation is the endorsed electricity supplier of Illinois Manufacturers’ Association, which receives compensation for its promotional and
marketing efforts from Constellation.
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Vanillas

Nielsen-Massey Vanillas use time-tested
methods for making their vanilla extracts
and flavors, valuing quality, purity of fla-
vor, and a hands-on approach over automa-
tion and a quicker manufacturing process.
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President’s Report

GREGORY W. BAISE

lllinois Energy is Evolving

The Shale
Revolution has
transformed the
U.S. from the high-
cost producer of
refined products,
petrochemicals,
and fertilizer, to the
low-cost producer
in less than seven
years.

a proactive role in addressing the day-to-day energy needs of their businesses. In that time, we

have seen changes to regulatory and policy structures, political leadership on all levels of govern-
ment and the commodity markets. More changes are likely coming given the results of the November
2016 election. In particular, we have seen major changes to the makeup of the Federal Energy
Regulatory Commission (FERC). This has naturally generated questions about the future direction of
the FERC, federal policy, and the impact on the Illinois energy market.

There are two trends in the energy world that appear unwavering. First, as policy changes take shape
on the state and federal level and new regulatory systems materialize, energy markets continue to reveal
the consequences of the modern-day Shale Revolution. The statistics are staggering. Since 2007, U.S.
natural gas production has risen almost 50 precent, U.S. crude oil production is up almost 90 percent
and production of natural gas liquids has increased almost 150 percent according to the U.S. Energy
Information Administration. The Shale Revolution is and will likely remain transformational. It has
driven down the price of natural gas from almost $13 per MMBtu in 2008 to less than $3 per MMbtu
in 2016. It drove crude oil prices down from $142 dollars per barrel in 2008 to $26 dollars per barrel
in 2016, and U.S. wholesale prices of power down from around $150 per Megawatt hour to around
$30 per Megawatt hour over the same time period. This has created a massive economic competitive
advantage to manufacturers along the way.

The U.S. is now the largest producer of natural gas in the world, poised to be the largest producer of
crude oil in the world, and is the world’s leading producer of natural gas liquids (propane, Iso-butane,
normal-butane, and ethane). The U.S. has risen in a short period of time to become the world’s leading
exporter of refined petroleum products, and is the largest exporter of propane and natural gas liquids
in the world. In two short years, the U.S. will likely become the largest exporter of natural gas in the
world with one new liquefied natural gas (LNG) export terminal in operation and four more that will
be operational by 2020.

According to the Manhattan Institute, $1 trillion has been invested into underground pipelines, gath-
ering systems, compression systems, storage, refining, and processing since 2007 to accommodate the
burgeoning hydrocarbon production that is a result of the Shale Revolution. The Shale Revolution has
transformed the U.S. from the high-cost producer of refined products, petrochemicals, and fertilizer, to
the low-cost producer in less than seven years.

While the Shale Revolution unfolds, Illinois manufacturers must also be cognizant of a crucial second
trend - specifically, technological advances in the power industry that appear to be at the face of wide-
spread market readiness and adoption. On that front, the Illinois Commerce Commission announced
its NextGrid proceeding to ensure the Illinois regulatory model embraces innovation, consumer gener-
ated data, and the modernizing grid.

NextGrid is intended to be a collaborative process. Stakeholders can develop a shared base of in-
formation and work to build consensus on critical issues related to the energy industry. NextGrid has
already announced the formation of Working Groups on the following topics, all of which will have
some impact on manufacturers: new technology deployment and grid integration; electricity markets;
customer and community participation; regulatory, environmental and policy issues; metering, com-
munications and data; reliability, resiliency, and cybersecurity; and ratemaking. NextGrid is similar to
initiatives launched previously in New York, Maryland and California.

As a new regulatory paradigm takes shape in Illinois to account for technological advances and the
Shale Revolution continues to unfold in the markets, our manufacturing community will remain an
integral member of the energy industry.

We encourage you to work with our endorsed energy provider, Constellation, to take an active role
in developing a customized energy management strategy. As we face the uncertainties of fast-changing
technologies, Constellation can help you manage your energy needs and budgets to turn uncertainties

into opportunities. W
(_B":’

S ince our state introduced the competitive energy market in 1998, Illinois manufacturers assumed

Gregory W. Baise is President and Chief Executive Officer of the Illinois Manufacturers’ Association. He may be reached at (630)

368-5300, or via email at gbaise@ima-net.org.



Energy & Environment
ANASTASIA LOWENTHAL

IMA Members Talk Gonstellation Services

“We have 320,000 square feet in our facility. We must watch what is happening with energy and gas because we use
so much of it. With Constellation’s webinars, energy updates, and our sales group meetings, we are constantly learning
about any changes in the laws or regulations so that we can continue to make further decisions. Our bills have been
lower based on how we have locked in our future rates.”

-Joy Aceves, Director of Operations and Global Logistics, Peerless AV

“Constellation offers us a lot when it comes to resources. There's a level of sophistication that they have that other providers
do not. They do a great job of offering up options and engaging with us and giving us their insights and views. We've
certainly seen a dramatic reduction in the cost of energy. It's a solid relationship that we don't take for granted.”

-Dan Smolen, Procurement Director, Chicago Extruded Metals

“It's always very important for us as a manufacturer to look for ways to reduce our costs of operation, particularly to be
globally competitive.Constellation provided us those opportunitiesto reduce ourelectrical energy costsand our gas costs.”
-Dave Bumbar, CEO, Aurora Metals

“From a user standpoint, | think they’re head and shoulders above everybody else - they're the best energy provider
in the business. They tell you everything you need to know about what’s going on, and then they let you make

the decision. | appreciate that approach. Another thing that | really love is that you can have a fixed price for gas
without purchasing a specific quantity. Constellation looks at your historical usage and offers you a fixed price per
dekatherm no matter how much volume you use or don’t use. They gave us the best price out there, and we're
locked into it for three years. It was literally a perfect fit for us.”

-Brad Sutek, Plant Manager, American Zinc Recycling

UNDERSTANDING ENERGY COSTS

YOUR GENERAL BILL INCLUDES THREE BASIC COMPONENTS:
1. THE COST OF THE ELECTRICITY ITSELF:

2.CAPACITY COSTS:

3.THE COST OF GETTING YOUR POWER TO YOU:



Legislative Report
MARK DENZLER

Mission Accomplished? Not So Fast...

ore than a decade ago, President George W. Bush famously landed in a fixed-wing jet airplane
M on the aircraft carrier USS Abraham Lincoln off the coast of San Diego. In the carefully-staged
production, President Bush announced the end of major combat operations in the Iraq War.
Everybody remembers the “Mission Accomplished” banner used as the photogenic backdrop that later
became viewed as a public relations failure when the war raged on and more Americans lost their lives.

I'm reminded of this symbolism as many Democrats, and some Republicans, are crowing about pass-
ing a tax and budget over the veto of Governor Bruce Rauner. Elected officials are patting themselves
on the back even though the state’s economy continues to fall all around them.

The fact is that Illinois set a record for futility by going more than two years without a state budget.
In the process, our elected officials racked up a backlog of bills totaling more than $15 billion while the
state’s credit rating dropped precipitously to one level above junk status. Businesses and residents fled
the state in record numbers, decimating our middle class economy.

Rather than addressing the root causes of Illinois’ anemic growth, Illinois lawmakers doubled down
on failed policies of the past by increasing taxes and costly government mandates on job creators. In-
creasing taxes by five billion dollars while passing additional regulations like paid family leave and a $15
per hour minimum wage is a recipe for disaster.

I've spoken to many IMA member companies in the last few months and they are frustrated and
Job creators cannot downright angry at the General Assembly for their recent actions. Job creators cannot understand how

lawmakers continue protecting wealthy trial lawyers and union bosses instead of nurturing the manu-
understand how facturing sector that employs 570,000 workers in good, high-paying middle class jobs.
lawmakers continue While state legislators are taking their victory lap at home, the IMA and independent rating agencies
. are taking notice and sending more stern warnings.
protecting wealthy Moody’s Investor Services reviewed the state budget and immediately opined that Illinois is still
. under review for another possible downgrade to junk status because it fails to address “Illinois’ most
trial Iawyers and pressing credit challenges: its severely underfunded pensions and backlog of unpaid bills, which has doubled during
union bosses the past year.”
Manufacturers are continuing to leave Illinois or invest elsewhere despite out state’s innate advan-
instead of nurturing tages including its central location, top-notch colleges and universities, outstanding workforce, world-
the manufacturin class city, access to water, and a strong and comprehensive infrastructure featuring roads, rail, air, and
g waterways. Illinois should be an economic engine for the nation and yet our economy continues to
sector that emp|oys sputter with stagnant growth that trails the rest of the United States.
Why? It’s because our elected officials continually defend the status quo and the entrenched spe-
570,000 workers... cial interests of trial lawyers and labor bosses. Instead of encouraging economic development and job
growth, Illinois legislators continue piling higher taxes and more regulations on the golden goose.
So, the next time a state legislator tells you that they have balanced the budget and restored Illinois,

let them know that the Mission IS NOT Accomplished. B

Mark Denzler is Vice President and Chief Operating Officer of the Illinois Manufacturers’ Association. He may be reached at (217)
718-3726, or via email at mdenzler@ima-net.org.
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Business Development

BANK OF AMERICA MERRILL LYNCH

Bring Manufacturing Back to the United States

anufacturing is experiencing a

resurgence in the U.S. According

to a report by The Boston
Consulting Group, manufacturers with at
least $1 billion in annual revenue plan to
add more production capacity in the U.S.
than they do in China. Over the past few
years, there has been a notable trend of
companies bringing U.S. manufacturing
operations back from other formerly low-
cost countries, or reshoring.

There are a number of reasons why a busi-
ness would consider moving jobs and op-
portunities back to the U.S. While political
pressure may play a role, many companies
are reshoring due to considerations around
cost, quality control, intellectual property
protection, and tax benefits. Further, the
recent expansion of the Panama Canal has
opened new opportunities for U.S. manu-
facturers with the changing supply chain
dynamics of international trade.

Here are four reasons why manufacturing
companies should consider reshoring op-
portunities:

The New Cost Equation

Cost has traditionally been the prima-
ry consideration for offshoring. For years,
China in particular has delivered significant
cost savings compared to manufacturing in
the U.S; however, labor costs in China have
increased significantly over the last decade.
In contrast, U.S. labor costs have remained
stable for the past 20 years. According to
the Oxford Economics research paper ti-
tled, “Made in China Not as Cheap as You
Think,” labor costs adjusted for productivity
in China are only four percent cheaper than
in the U.S. When manufacturers account for
shipping, packaging, executive travel and
freight costs, as well as significant U.S. tax
incentives for manufacturing in the U.S., the
savings of manufacturing in China and other
countries diminishes.

Focus on Quality
Quality standards in traditionally low-
cost countries have improved, but they can
still be inconsistent. While manual labor
positions will likely remain in foreign coun-

tries for the near future, U.S. companies are
considering reshoring skilled labor.

Intellectual property (IP) protection is
another important factor for manufacturers
in highly-skilled industries. The U.S. main-
tains a gold standard in protecting IB and
manufacturers doing business in the U.S.
can worry less about patents being illegally
replicated than they do when manufacturing
offshore.

Changes in Supply

Chain Dynamics

The expansion of the Panama Canal in
June 2016 is bringing new opportunities
to manufacturers, as it more than doubles
ships’ cargo capacity. The new third lane can
accommodate ships carrying up to 14,000
containers compared to the previous 5,000
containers. This opens a lot of exciting op-
portunities for manufacturers, including
increasing capacity to allow U.S. manufac-
turers to reach customers in international
markets by shipping finished goods from
the U.S.

In addition to the Panama Canal, there
are other new transportation technology
and infrastructure investments being made
that are making it faster and easier for U.S.
companies to get raw materials and ship
finished goods. For example, the rise of
“smart” cities — with large sensor networks,

delivery drones, and driverless cars — can
further improve connections to customers
and suppliers.

Boosting Profits While
Reducing Risk

According to the bank’s research, 61
percent of companies report they will have
some foreign market involvement, with 48
percent buying from foreign markets, 41
percent selling to foreign markets and 21
percent having operations outside the U.S.
When delivering products to international
markets, manufacturers should streamline
payments and receipts to boost profits while
reducing risk. Shifting low-value, high-vol-
ume payments to a credit card program can
increase efficiency and earn rebates. In addi-
tion, requiring a letter of credit from over-
seas customers can protect against non-pay-
ment and help ensure timely payments
while extending payment terms.

Bringing manufacturing back to the U.S.
allows companies to tap into a vibrant finan-
cial market and raise the necessary capital
for production. This is further reinforced
with historically low interest rates and in-
flation. With changing cost dynamics, focus
on consistent quality, and new supply chain
opportunities, the U.S. is becoming an at-
tractive base that manufacturers should be
sure to take advantage of. B

Authors: Susan Birnberg and Helen E. Kim are Senior Vice Presidents and Senior Relationship Managers at Bank of America
Merrill Lynch, and can be reached at susan.birnberg@baml.com and helen.kim@baml.com.

“Bank of America Merrill Lynch” is the marketing name for the global banking and global markets businesses of Bank of America Corporation. Lending, derivatives, and other commercial
banking activities are performed globally by banking affiliates of Bank of America Corporation, including Bank of America, N.A., Member FDIC. Securities, strategic advisory, and other
investment banking activities are performed globally by investment banking affiliates of Bank of America Corporation (“Investment Banking Affiliates”), including, in the United States,
Merrill Lynch, Pierce, Fenner & Smith Incorporated and Merrill Lynch Professional Clearing Corp., both of which are registered broker-dealers and Members of HYPERLINK “http://www.
sipc.com/”SIPC, and, in other jurisdictions, by locally registered entities. Merrill Lynch, Pierce, Fenner & Smith Incorporated and Merrill Lynch Professional Clearing Corp. are registered as
futures commission merchants with the CFTC and are members of the NFA. Investment products offered by Investment Banking Affiliates: Are Not FDIC Insured * May Lose Value * Are

Not Bank Guaranteed. ©2017 Bank of America Corporation.



Member Profile

ANASTASIA LOWENTHAL

Innovating Old Ideas with New Tech at PHIL

to make huge advancements in an
industry. And every day at Philippi-
Hagenbuch, Inc. (PHIL) in Peoria, Illinois,
a small idea turns into an enormous reality.

“Here at Philippi-Hagenbuch, we get to
play with full-size Tonka trucks every day,”
said Josh Swank, Vice President of Sales
and Marketing. “The equipment we build is
for trucks that have tires twice my height!”

LeRoy Hagenbuch, the Director and
Chief Engineer at Philippi-Hagenbuch
and a board member of the IMA, teamed
up with his father-in-law L.B. Philippi 48
years ago to make tailgates for off-highway
trucks.

“All off-highway trucks at the time were
completely open-ended, and so material
could spill out easily,” LeRoy explained.
“My father-in-law had seen a need for this
product for years, but couldn’t find a man-
ufacturer that was interested in making it.”

S ometimes, all it takes is a small idea

So, naturally, L.B. and LeRoy decided to
do it for themselves. Within a few months
of LeRoy’s return from the U.S. army, he
and L.B. incorporated Philippi-Hagenbuch
and began their work out of LeRoy’s base-
ment. Together, they sold five tailgates in
their first year, and set their goal to become
the custom shop of off-highway trucks.

“We don’t just take an existing design
‘off the shelf’ and build that,” said Josh.
“We try to understand what the client
needs, what they operate with, and then
we find the best way to meet those needs.
The products we offer aren’t Band-Aids to a
solution — we try to engineer the best solu-
tion for the client.”

“We are not a ‘me-too’ company,” LeRoy
asserted. “We don’t try to do what every-
one else is doing.”

And the numbers prove it. In the last
year, Philippi-Hagenbuch has completed
over 150 custom jobs around the world.

“The passion has always been ‘Is there a
better way to do it?’” LeRoy said.

It is his constant search for finding the
‘better way’ that allows LeRoy and his team
to think outside of the box and find creative
solutions, even for their own problems.

“We are probably the only company that
created movable cutting tables. These allow
us to use forklifts for handling the material,
and then we can roll the table into place. If
you have a stationary table you’ll have to
use overhead cranes. We had a need, and
we created a solution to fill that need.”

Over the years, many of the patents
Philippi-Hagenbuch created to fill the
needs of off-highway trucks have become
commonly used all over the industry.

“We were the first company to put an on-
board computer on off-highway trucks for
monitoring their performance. Today, these
same computers exist everywhere in our
industry, even in on- highway trucks where




they have electronic logs. We’ve even pat-
ented some of the things in the car you
drive!”

In 2013 LeRoy’s daughter, Danette
Swank, took over as President of Philip-
pi-Hagenbuch. The job is one she has spent
her whole life preparing for.

“When I was in grade school, I remem-
ber how my father would work. In the eve-
nings he would work; on the weekends he
worked. So we would come out to see him,
and he would pay me to sharpen pencils. I
would sharpen every pencil at everybody’s
desk. Then, in 1997, I started in the finance
area, moved into HR, and helped with mar-
keting,” said Danette. “The family business
is always something that has been in my
life, and I am very proud of our associates
as well as the products we produce, and I
want to carry that on.”

Though Danette is in charge of making
the decisions, she always considers her fa-
ther’s opinion.

“I've had the ability to grow up with
LeRoy as a business person and see how
he thinks about things. So I find that as I
make my decisions, I try to think of how he
would handle it and then make the decision
based on what I feel is best for our future.”

LeRoy doesn’t seem to mind stepping
down and letting his daughter take over
the business for him. Now, he gets to take
a step back and do what he loves most -
innovate.

“What has changed for me is that my ef-
forts can go back to things that I did in the
‘60s, ‘70s, and ‘80s. I had an idea back in
1967 that we’ve just patented and tested
for our earthen material cutter,” LeRoy said
excitedly as he pulled out a plastic mod-
el. “These cutters are unique in that they
don’t generate heat, they take less power to
operate, and you can trench through solid
limestone and even reinforced concrete!”

Though LeRoy was more than thrilled
to discuss his earthen material cutter and
even did a demonstration, he was even
more eager to talk about his process for
prototyping the part. With the introduction
of a 3D printer in 2015, the team at Philip-
pi-Hagenbuch has completely changed the
way they test their products.

“Previously, you’d have to make the
whole product, which was several hundred
pounds, thousands of dollars, and some-
times weeks or months to build,” said Le-
Roy. “3D printing has been phenomenal for
us. We can prototype a small-scale version

and have it printed in a day. We don’t have
to build or weld anything — we can take a
3D model to a customer and say to them
‘this is what you’ll be getting.” It’s a tre-
mendous instructive tool, and I think that
any manufacturer that’s creating product
and doing design is hurting themselves if
they don’t have one.”

LeRoy, Danette, and Josh are always con-
sidering the future, which is why they be-
lieve the next step in their business is to
continue to enhance job training and ap-
prenticeship programs.

“There are a lot of good jobs in manufac-
turing and great things that can be done in
the industry that I feel the next generation
needs to be exposed to,” said Danette. “Our
longest employee started as a high school
co-op, and he’s been here for 41 years. An-
other one of our employees who started as
a high school co-op has been here for 26
years. LeRoy has always encouraged these
kinds of programs, and they’ve worked well
for us; it’s definitely something we want to
continue.”

Please join the IMA in congratulating
Philippi-Hagenbuch on 42 years of mem-
bership and 48 years of “doing the things
everyone believes are impossible.” l




Tax & Accounting Issues

CROWE HORWATH LLP

Reap the Benefits of DPAD

any companies affected by the
M economic downturn that began in

2007 were unable to benefit from
the domestic production activities deduc-
tion (DPAD) introduced by the American
Jobs Creation Act of 2004.

In recent years, however, DPAD has be-
come more relevant as companies return to
profitability. This article provides an over-
view of the additional guidance that was is-
sued in August 2015 as well as information
about a recent court case that may affect a
manufacturer’s DPAD calculation.

On Oct. 22, 2004, President George W.
Bush signed the American Jobs Creation Act
of 2004 into law. The DPAD, under Inter-
nal Revenue Code Section 199, is perhaps
the most significant provision of the act,
providing for a phased-in deduction related
to qualifying production activities income
(QPAI). The act was designed to give com-
panies an incentive to maintain or expand
manufacturing within the United States
versus moving manufacturing jobs to other
low-cost countries. The deduction is based
on net profits from certain domestic produc-
tion activities and was phased in at a rate of
3 percent in 2005 and 2006, 6 percent from
2007 through 2009, and 9 percent in 2010
and thereafter for manufacturers. The Sec-
tion 199 deduction is available to all corpo-
rations, partnerships, sole proprietorships,
cooperatives, estates, and trusts.

Generally, a taxpayer reviews gross re-
ceipts related to property manufactured,
produced, grown, or extracted (MPGE)
within the United States to determine what
activities qualify. The taxpayer then allo-
cates cost — such as cost of goods sold and
general, selling, and administrative expens-
es — to either qualifying or non-qualifying
activities. For the current year, the taxpayer
is entitled to a permanent deduction equal
to 9 percent of the lesser of taxable income
or QPAI derived from the lease, rental, li-
cense, sale, exchange, or disposition of
qualified production property (QPP). How-
ever, the amount of the deduction is limited
to 50 percent of W-2 wages related to the
QPAI, and the deduction usually will not
benefit taxpayers that lose money from their
production activities or that have an overall
loss from all activities. The Section 199 de-
duction applies when calculating both regu-
lar and alternative minimum taxes.

In the years since the act was passed in

2004 and the original regulations were is-
sued in 2006, questions have arisen regard-
ing the W-2 wage limitation imposed on
DPAD, the taxpayer entitled to claim the
deduction, and the activities that would
qualify for the deduction. It should be noted
that temporary regulations lapse if they are
not finalized within three years from being
published and proposed regulations cannot
be relied upon or enforced until they are i
temporary or final form.
Wage Limitation

The Section 199 deduction is limited
to 50 percent of the W-2 wages paid to em-
ployees of the taxpayer that are related to
qualifying production activities. The tempo-
rary regulations published by the Treasury
Department in August of 2015 correct an is-
sue that left some taxpayers with no DPAD
due to the W-2 wage limitation if they had a
change in tax year or a short tax year due to
the acquisition or disposition of a trade or
business. If not finalized within three years
from the date they were published, these
temporary regulations will revert back to
the original “prior” regulations. Under the
prior regulations, if a taxpayer had a tax year
of less than 12 months that did not include
Dec. 31, it was not considered to have W-2
wages related to its domestic production ac-
tivities, which eliminated a company’s abil-
ity to claim a deduction. The temporary reg-
ulations (Section 1.199-2T(c)) clarify that
when a taxpayer has a short tax year due to
an acquisition or disposition of a trade or
business, the wages are allocated between
each taxpayer based on the period that the
employees of the acquired or disposed of
trade or business were employed by the
specific taxpayer. In addition, taxpayers that
have a short tax year that does not include
Dec. 31 can use the wages that were paid
to employees during that short tax year to

determine the wage limitation.

Under the temporary regulations, wages
claimed by one taxpayer cannot be claimed
by another taxpayer, and wages claimed in
one short period cannot be claimed again
for another short period. This rule elimi-
nates the duplication of claiming wages by
multiple taxpayers or for multiple tax years.
These regulations are effective for tax years
beginning on or after Aug. 27, 2015. A tax-
payer may apply the temporary regulations
to tax years where the time for assessment
has not expired.

Observation: Organizations that did not
claim DPAD due to a short tax year should
re-evaluate claiming the deduction based
on the change in determining the W-2 wage
limitation where a taxpayer had a short tax-
able year that did not include Dec. 31.

Contract Manufacturing

The regulations under Section 199 limit
the DPAD to the taxpayer that has the ben-
efits and burdens of ownership of the QPP
while the manufacturing process is being
performed. Over the years that Section 199
has been in existence, the IRS has tried to
clarify which taxpayer has the right to claim
the deduction. In prior guidance, the IRS is-
sued several directives to outline the factors
to be used in making the determination of
which taxpayer has the benefits and bur-
dens of ownership. Under the most recent
IRS directive, taxpayers that are parties to
a contract manufacturing arrangement may
enter into an agreement with the other party
to assign which party will claim the deduc-
tions.

The proposed regulations published by
the Treasury Department in August and
September of 2015 take a different approach,
eliminating the benefits and burdens test
currently in the regulations to determine
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Author: David Strong is a director in the Crowe Horwath LLP national tax services group, and can be reached at (616) 752-4251.
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the appropriate taxpayer to claim the deduc-
tion, and replacing it with a rule that states
that the taxpayer that performs the manu-
facturing activities is entitled to claim the
deduction (Section 1.199-3(g) (4)). In cer-
tain contract manufacturing arrangements,
the taxpayer that performs the manufac-
turing process may not take title to the raw
materials of the goods produced and so does
not have a sale or exchange of goods pro-
duced. These factors could result in no tax-
payer being able to claim the DPAD related
to the production activities. In other cases,
the amount of gross profit derived from the
contract manufacturer’s activities might be
minimal, which can severely limit the bene-
fit related to DPAD.

Observation: If the proposed regulations
are finalized in their present form, taxpay-
ers will need to re-evaluate their contract
manufacturing arrangements in order to de-
termine which taxpayer will be entitled to
claim the deduction.

MPGE Qualifying Activities

Treasury Regulation Section 1.199- 3(e)
provides that MPGE includes “manufactur-
ing, producing, growing, extracting, install-
ing, developing, improving, and creating
QPP; making QPP out of scrap, salvage, or
junk material as well as from new or raw
material by processing, manipulating, refin-
ing, or changing the form of an article, or by
combining or assembling two or more arti-
cles; cultivating soil, raising livestock, fish-
ing, and mining minerals.” With this broad
spectrum of activities that would qualify for
DPAD, questions have surfaced regarding
how taxpayers may have been interpreting
certain examples in the regulation. In some
instances, taxpayers had taken the position
that the testing of products alone would be
viewed as MPGE even if the taxpayer did
not make or create the QPP. The Treasury
has clarified that issue in the proposed reg-
ulations by updating example 5 in Section
1.199-3(e)(5) to say that if the taxpayer
does not manufacture, produce, grow, or
extract the qualified production property,
activities such as testing of component parts
are not MPGE activities.

The proposed regulations also update
another example to illustrate the govern-
ment’s view of what constitutes MPGE of
QPP The current regulations provide that if
a taxpayer packages, repackages, labels, or
performs minor assembly of QPP and the
taxpayer engages in no other activities, the
taxpayer’s packaging, repackaging, label-
ing, or minor assembly does not qualify as
MPGE with respect to that QPP. The pro-
posed regulations added an example (exam-
ple 9 in Section 1.199-3(e) (2)) that outlines
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the government’s view regarding taxpayers
that assemble and package gift baskets. The
example concludes that a taxpayer in the
business of selling gift baskets comprised
of items purchased from other suppliers
and merely assembled into a final product
for sale to customers does not manufacture,
produce, grow, or extract the QP so those
activities do not qualify as manufacturing
activities. The conclusion in the example is
contrary to the result in United States v. Dean
(945 E Supp. 2d 1110 (C.D. Cal. 2013)),
where the taxpayer’s assembly of gift bas-
kets qualified as MPGE and DPAD.

Observation: If the proposed regulations
are finalized with the examples as currently
drafted, taxpayers may need to re-evaluate
their activities to determine if all of their ac-
tivities are qualifying or not.

DPAD Court Case:

Precision Dose, Inc.

In Precision Dose, Inc. v. United States (Case
No. 12 C 50180 (N.D. Ill. Sept. 24, 2015)),
the taxpayer produced and sold “unit dos-
es” of medications to medical facilities. The
taxpayer in the case bought the drugs in
bulk form and created a set of premeasured
single-dose packages that can be provided
to patients. The government’s position was
that the taxpayer only repackaged the drugs
and its activities did not rise to the level of
MPGE of the QPP In evaluating the case,
the court reviewed the taxpayer’s process
of producing the unit doses. The taxpayer’s
process included evaluating which drugs to
purchase for the unit doses, testing the suit-
ability and marketability of the unit doses,
and preparing specifications and documen-
tation for the materials to be used and stan-
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dard operating procedures for all processes
and equipment to be used in the production
process. The taxpayer also developed the
cups, syringes, and related molds used to
produce the containers for the unit doses. In
addition, it conducted fill operation, in-pro-
cess testing, post-fill processing, and release
testing.

The court viewed the taxpayer’s activities
as taking the component item drugs, cups,
and syringes and producing a unit dose. The
court cited Dean in concluding that Precision
Dose was creating an entirely new product
and not simply repacking QPP of someone
else. In Dean, the taxpayer purchased bas-
kets, inserts, and individual food items and
assembled them into gift baskets sold to
customers. In both cases, the courts focused
on the fact that the individual components
were transformed into a new and unique
product.

Observation: Though the government
disagrees with the conclusion in Dean, tax-
payers should review their activities closely
to make certain that they are maximizing
QPAI and DPAD in light of the decision in
Precision Dose.

Computing DPAD in the Future

The regulations and court case outlined
here present both issues and opportuni-
ties for taxpayers in computing DPAD. The
proposed regulations are not effective until
they are finalized, so there is hope yet that
the government may rethink its positions
related to which activities qualify for DPAD
and which taxpayers are entitled to the de-
ductions. Taxpayers will need to wait and
see what the government does in finalizing
the 199 regulations. B
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Natural Gas and Your Business: Constellation Energ)

Nomination, Usage, Balancing: Tips for Strategic Natural Gas Shopping

hen it comes to natural gas, the
word “nomination” has nothing
to do with political campaigns

that culminate in conventions, confetti and
a presidential candidate. In the context of
energy, “nomination” refers to the process
companies use to estimate how much natu-
ral gas they expect to use in the coming
month. Then, they go to market to buy that
amount.

This may sound like a standard shopping
excursion: Make a list, purchase the items
on the list and use what you need. If you
bought too much, you store the extra for lat-
er. If you didn’t buy enough, you go back to
the store to buy more.

But shopping for natural gas is fundamen-
tally different than buying groceries or office
supplies, or pretty much anything else you
can think of. To benefit your bottom line,
you must understand this unique market.

Here’s what businesses should know —
and do — to come out ahead.

Three “Branch” System

OK, enough with the government analo-
gy. There are no branches involved in buying
natural gas — but there are three phases:
nomination, usage, and balancing.

* Nomination: As already mentioned,
this is the customer’s estimate of need for
the next month and the resulting purchase.

» Usage: This is how much natural gas
the customer uses in the month for which
the nomination purchase was made.

* Balancing: This is where natural gas
is different from other goods you may buy.
At the end of every month, companies must
reconcile estimated usage (their nomina-
tion) with actual usage. Bought too little?
The customer must now pay for the extra
usage above their nomination. Bought more
than needed? Because there may be no abil-
ity to store the extra gas, the company must

sell the overage back into the market.
Wine, Anyone?

Here’s a useful analogy that illustrates
how natural gas purchasing works: You’re
about to throw a party, and you intend to
provide wine for your guests. You're a dili-
gent host, so you sit down well in advance of
the event to estimate how much wine you’ll
need and scan the market for good deals.

Let’s say 20 people have said they will at-
tend the party, and you assume each person
is probably going to drink about two glasses
of wine, so you need 40 glasses total. Given
that you can pour five glasses per bottle, you
go shopping for eight bottles. But you don’t
just go anywhere — you head to the wine
store that’s running a special and will allow
you to purchase your wine at a discount.

If your estimate proves to be accurate on
the evening of your party, you've hit the
jackpot by meeting demand at the best price
available. However, if your party is a big hit
and guests stay an hour longer than expect-
ed — and drink more than you estimated —
you’ll have to rush to the nearest store to
meet demand. And at that point, there’s no
time to compare prices. You're at the mercy
of the market.

On the other hand, if several of your
guests are no-shows or simply drink less
than expected, you may end up with un-
opened bottles the day after the party. In
the real world, that’s fine. You’ll drink it
or bring it to your next get together. With
natural gas, it’s a bit different: You will like-
ly have to sell it back. The problem is you
can’t always guarantee that your natural gas
provider will buy it back for the price you
paid. For example, if your company used
less natural gas than expected in a month
because the weather was unusually warm,
there are probably many other companies in
the same position. Multiple sellers drive the

price down.

In the end, buying more or less than what
you ultimately use is likely to be more ex-
pensive than getting it just right. So what
can companies do to achieve better outcomes
in the natural gas market?

Jump Into the Pool

Companies that have managed natural
gas accounts are frequently placed in a pool
with other customers. The companies’ nat-
ural gas provider can then “buy in bulk” to
get better prices based on their respective
estimates of consumption.

In addition, when it comes time for the
balancing, the overage of some customers in
the pool can be applied to the under-usage
of others, reducing the need to return to the
open market.

This strategic approach delivers increased
long-term budget certainty, even in the face
of unplanned or unanticipated changes in
usage.

For companies of all types and in all in-
dustries, natural gas tends to be a big spend.
Are you doing all that you can to get the
most out of that line item?

Learn more about our SmartPortfolio pro-
gram, or contact us directly if you have any
questions.

Constellation is the preferred energy provider for IMA members. For more information, visit www.constellation.com/IMA.
Or, you may contact Rich Cialabrini at richard.cialabrini@constellation.com or (312) 394-4157.
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The Four Major Factors Driving Natural Gas Demand

emand for natural gas is on the
D rise, driven by four major develop-
ments in the U.S. and internation-
al markets:
1. Increasing exports of natural gas to
Mexico
2. Increasing exports of liquefied natural
gas (LNG) to Asia, Europe, Central Amer-
ica and South America
3. Increasing demand among domestic in-
dustrial users
4. The continuing shift from coal to natu-
ral gas to generate electricity
Let’s take a deeper look into these four
factors and how the shift in demand may
affect your business.

Exports of Natural

Gas to Mexico

In early 2014, the Mexican people amend-
ed their constitution to allow foreign invest-
ment in oil and natural gas exploration and
production for the first time since the 1930s.
This change in the law prompted a boom in
U.S. exports of natural gas to Mexico and
the construction of pipelines and other nec-
essary infrastructure to deliver that gas.

In 2009, U.S. exports of natural gas to
Mexico stood at less than one billion cubic
feet (Bcf) per day (roughly 1.4 percent of to-
tal U.S. natural gas production at the time).
By 2021, forecasters predict exports will
amount to between six and eight Bcf per day
(anywhere from 8.4 percent to 11.3 percent
of total production).

That’s a big jump in a very short period
of time — the type of shift that can create
price volatility.

Exports of LNG to

International Markets
When methane (aka natural gas) is refrig-
erated to minus 261 degrees Fahrenheit, it

converts to liquid and its volume shrinks to
1/600th of its gaseous state, making it suit-
able for shipping in insulated vessels.

Until 2016, the United States had never
exported LNG out of the lower 48 states.
There were simply no LNG export facilities.

Now, we have a one facility in operation
(Sabine Pass in the Houston shipping chan-
nel) and another four in development. By
2020-2021, the lower 48 states will have
export capacity of approximately nine to 10
Bcf per day (about 15 percent of total U.S.
natural gas production). In fact, the United
States is expected to emerge as one of the
world’s leaders in LNG exports by that time.

This is another large spike in demand
within a short time frame, and that kind
of drastic change can affect supply and de-
mand, as well as prices.

Rising Industrial Demand

Since 2009, demand for natural gas among
U.S. industrial users has surged 33 percent,
driven by the refining, petrochemical, spe-
cial chemical and fertilizer industries. These
industries are expected to continue thriving,
so it’s likely that this consumption will stay
constant, if not increase. And that rising
industrial demand keeps prices from drop-
ping, and may even provide upward price
pressure for U.S. natural gas going forward.

Electric Generation Plugging

Into Natural Gas

Since 2010, the U.S. has retired nearly 200
coal-fired power plants. That’s about 38 per-
cent of the country’s total coal-fired power
generation. The vast majority of these facil-
ities have been replaced by natural gas-fired
electric generating plants.

What has that meant for demand?

In 2010, the United States used approxi-
mately 15 Bcf of natural gas per day to make

' Has Tips and Insights for Natural Gas Buyers

electricity. By 2016, the amount approached
29 Bcf per day, meaning nearly 41 percent of
total U.S. gas production went to electrici-
ty generation. In the coming years, natural
gas will likely continue to gain market share
from older coal facilities.

What Does This Mean

for Your Business?

The “Shale Revolution,” which began in
earnest in 2007, brought about a newfound
abundance in natural gas supply in the U.S.
market. With so much natural gas available,
you might expect prices to go down. And be-
tween 2008 and 2016, they did.

Now, things are changing. The Shale Rev-
olution led to the development of these four
major factors that are now driving demand.
As a result, natural gas prices are becoming
more volatile. Last year alone, natural gas
prices fluctuated 147 percent. When natural
gas prices swing, so do power prices.

What does that mean for your business?
When you can’t predict fluctuations in nat-
ural gas pricing, you’re at the mercy of the
market — and that price uncertainty makes
it difficult to manage your budget.

If you want to protect your business from
typical price volatility, it may be time to
change the way you purchase your natural
gas. By diversifying your purchasing strate-
gy and making smaller purchases over time,
you can minimize risk and increase your
budget certainty.

Learn how Constellation can help you
take advantage of this kind of diversified
purchasing strategy through our SmartPort-
folio program, or contact us directly if you
have any questions.
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MARSHALL GERSTEIN & BORUN LLP

Making 3D Printing Eco-Friendly: A Potential

Opportunity for Patent Protection

hough 3D printing represents a rela-
I tively small fraction of the tooling
market today, many expect it to grow
significantly in the near future. By 2025,
several analysts predict that the overall eco-
nomic impact created by 3D printing will
reach $100 to 250 billion. As 3D printing
becomes more prevalent, some have begun
to question whether it is any more environ-
mentally friendly than the conventional
manufacturing processes it seeks to replace.
Broadly defined, 3D printing is any form
of additive manufacturing that builds a 3D
object by extruding material onto a platform
in progressive layers. 3D printers and print-
ing technologies have been around for about
30 years, but only recently has their adop-
tion become widespread.
A variety of factors have contributed to

Helping Our Clients [
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Success Through
Sound Advice.”

Accounting, Auditing, Tax & Business Advisory Services

KRD Offers Manufacturers:

& Cash Flow Management Issues

e Industry Specific Financial Solutions & Strategies
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the rise of 3D printing — including superior
machines, improved printing material, and
lower costs. Another key factor has been the
expiration of several patents covering core
3D printing technologies. This has eliminat-
ed a barrier to market entry — others can now
make, sell, or use certain basic 3D printing
technologies without having to compensate
or obtain a license from a patent owner.
However, expiring 3D printing patents
typically describe technologies that were de-
veloped 20 or more years ago. As a result,
these patents may not describe the most
recent advancements in 3D printing or ad-
dress modern day manufacturing challeng-
es. Opportunities therefore likely exist to
carve out protection for improvements to
the basic 3D printing technologies described
by the expiring patents. Indeed, thousands

of patents have been filed over the past 20
years with that exact goal in mind.

One area that appears fertile for pursu-
ing patent protection are technologies for
reducing the environmental impact of 3D
printing. In some respects, 3D printing is
already eco-friendly. 3D printing facilitates
the production of components with less ma-
terial without sacrificing strength, for exam-
ple. Other aspects of 3D printing, however,
are considered problematic from an environ-
mental perspective. Experts have warned
that 3D printing may consume more energy
than conventional production techniques in
certain cases. Also, many 3D printing pro-
cesses produce plastic by-products which
are not reusable and/or emit toxic fumes. If
3D printing is to achieve widespread adop-
tion like many advocates predict, it seems
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KUTCHINS, ROBBINS & DIAMOND, LTD.
CERTIFIED PUBLIC ACCOUNTANTS
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Authors: Meggan Dulfty is a Special Counsel at Marshall Gerstein & Borun LLP, and can be reached at mfd@marshallip.com, or
(312) 474-9580. Dan Chavka is an Associate and can be reached at dchavka@marshallip.com, or (312) 423-3450.

Disclaimer: The information contained in this article is for informational purposes only and is not legal advice or a substitute for obtaining legal advice from an attorney. Views expressed are

those of the author and are not to be attributed to Marshall, Gerstein & Borun or any of its former, present or future clients.
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likely that a variety of innovations will be
needed to improve the eco-friendliness of
existing 3D printing techniques.

This challenge presents an opportunity
for innovators to leverage the patent sys-
tem to secure exclusive protection for their
inventive solutions. When confronted with
such a technical problem, some companies
will commission a patent landscape study to
gather intelligence on how others have at-
tempted to address the problem in the past,
if at all. Most U.S. and foreign patent appli-
cations publish 18 months after filing and
therefore can provide valuable insights on
new products under development by com-
petitors and which otherwise might not be
publicly known. A requirement to obtain
a patent is that it must include a technical
description of how to make and use the in-
vention. Consequently, issued patents and
published pending patent applications can
provide a wealth of technical know-how
relevant to a particular technology. Under-
standing what others have done in the past
can spark ideas on how to improve or tweak
existing products and methods, as well as
provide guideposts to the “white space”
where there may be opportunities to obtain
exclusivity via the patent system.

How To Protect 3D Printing
Innovations with a U.S.
Utility Patent
A U.S. utility patent is “a grant to the pat-

entee...of the right to exclude others from
making, using, offering for sale, or selling

B

throughout the United States, or importing
the invention into the United States.” This
right to exclude is for a period of 20 years
from the date the application for patent was
filed, provided maintenance fees are paid.

To obtain a U.S. utility patent, each pat-
ent claim in a U.S. utility application must
include patent eligible subject matter. Pat-
ent-eligible subject matter includes a pro-
cess, machine, manufacture, or a composi-
tion of matter. For 3D printing innovations,
such subject matter may include improve-
ments to the 3D printer itself, including any
methods of operating the 3D printer and
systems within the 3D printer, as well as
materials used within the 3D printer. Oth-
er subject matter may include the software
used to direct the 3D printer to print the ob-
ject and the 3D printed objects themselves.

In addition, each patent claim must also
be useful, novel, and not obvious. For exam-
ple, a third-party patent disclosing the same
improved 3D printing material or tool and
invented before the proposed invention may
prevent the claim from being novel. Also,
the differences between the claimed inven-
tion and one or more prior art patents, for
example, must not be obvious to a person
having ordinary skill in the art to which the
claimed invention pertains.

One claiming strategy may include hav-
ing claims in a single utility patent applica-
tion directed to at least one of an improved
3D printing process, a 3D printing system,
software used to direct the 3D printer, and

the 3D printed object, as relevant. In some
circumstances, it may be helpful to conduct
a patentability search to understand any
third-party patents and publications relat-
ed to the proposed invention before filing.
The patentability search results may help
both the inventor understand the potential
scope of the patent protection available be-
fore proceeding and the patent drafter craft
a claim strategy tailored to the same.

The subject matter of just some of the
more recently-issued utility patents relat-
ing to 3D printing improvements include
support platens, printhead modules, brace
structures, and deposition nozzles for ad-
ditive manufacturing, for example. Various
other patents relating to 3D printing include
methods of producing orthopedic implants,
methods of making cemented carbide pow-
der, 3D printed shoes and splints, and 3D
printed expandable spinal fusion cages, to
name a few.

As a result, there appear to be opportu-
nities for patent protection for both tech-
nologies reducing the environmental im-
pact of 3D printing and 3D printing related
technologies in many other sectors as well.
Likewise, even if manufacturers do not con-
sider obtaining utility patent protection for
their 3D printing innovations, it may be pru-
dent to search and review unexpired patents
relating to their innovations to reduce any
risks of infringing such patents before pro-
ceeding. M
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ANASTASIA LOWENTHAL

Bold Traditions, Strong Flavors
at Nielsen-Massey Vanillas

make your business stand out? For

Nielsen-Massey Vanillas, having the
family actively managing the company,
using the highest-quality materials, and
utilizing unique manufacturing processes
are what sets them apart from the rest.

Owned, managed, and operated by
third-generation siblings Craig, Matt, and
Beth Nielsen, Nielsen-Massey Vanillas
produces high-end vanilla extracts, pastes,
powders, sugars, and a limited line of fla-
vors. Quality and purity of flavor are at the
top of their priority list.

“The key for us is making sure that our
products are the highest quality,” said Matt
Nielsen, Vice President of Operations.
“We’re not looking to be a flavor house that
has thousands of flavors.”

But this wasn’t always the case for the
company, which began with a much differ-
ent vision 110 years ago, when it was found-
ed by Richard Massey and Dr. Otis Klein.

“We started as a company that produced
aromas for cleaning products,” Matt said.
“In 1917 my grandfather, Chatfield Niel-
sen Sr., joined the company, and became a
partner in the 1920s. Once he entered the
partnership, they quickly moved into food
flavorings.”

It would take many years before the Niel-
sens would hone their flavorings to the se-
lections that are available today.

“We did artificial flavors, artificial vanil-
las, natural flavors, and natural vanillas up
until the late ‘70s,” Matt said. “My father
made the decision to discontinue doing
anything artificial around 1978. Pure vanilla
was certainly what we were known for and
it’s what we built our brand around, so he
decided to stick to that.”

While the Nielsens have pared down
their products list to include only the pur-
est, highest-quality flavors, their production
process remains the same. Although many
flavor companies use a heat extraction pro-
cess, the Nielsens do not.

“We utilize what we call a ‘cold extraction’
process,” Matt explained. “That means we
do everything at room temperature. There
are over 250 flavor compounds that make
up the flavor of vanilla as we know it.
Though the heat extraction process can pro-
duce a batch of vanilla in two to three days,
many of those sensitive flavor compounds
are burned off or volatized in the process.”

I n a sea of competition, how do you

Conversely, a batch of Nielsen-Massey
vanilla extract takes three to five weeks to
make — but it’s well worth the wait. The re-
sult is a much more rich, flavorful, and ro-
bust extract. And each extract has a distinct
flavor, as well as origin.

“We were the first ones, particularly in va-
nilla, to start using what people call ‘coun-
try of origin’ labeling,” Matt stated. “This is
because vanilla beans from Mexico, Mada-
gascar, Tahiti — they all have different flavor
profiles, and we recognized that difference
early on. There are so many things that go
into what makes vanilla what it is, and the
origin is an important piece of that.”

Nielsen-Massey has also been at the fore-
front of new vanilla products, such as their
Vanilla Bean Paste, Vanilla Powder, and Va-
nilla Sugar. The Vanilla Bean Paste, which is
a combination of vanilla extract and vanilla
bean, is now the second-most sold product
behind their Madagascar Vanilla Extract. In
2005, they turned their attention back to
some of their old formulas, and decided to
come out with a line of all-natural flavors.
Today, Nielsen-Massey produces eight fla-
vors: Almond Extract, Chocolate Extract,
Coffee Extract, Lemon Extract, Orange Ex-
tract, Peppermint Extract, Orange Blossom
Water and Rose Water.

Even though Nielsen-Massey’s presence
continues to grow and the business is con-
stantly expanding, the Nielsen family keeps
everything personal.

“If somebody calls into the office, they’ll
be able to get a Nielsen on the phone. A
Nielsen is always there to check the quali-
ty of the vanilla beans when they come in,”
Matt said. “The nice thing about our busi-
ness is that we work with small to mid-sized
companies, like us. These are the people
that really care about what they’re buying
and who they’re buying it from.”

And no order is too small.

“We have an ice cream manufacturer that
buys an entire truckload of vanilla every
month, and then a barbeque place that buys
a single gallon every three months. We work
with everybody,” Matt said.

Of all the things that have changed at Niel-
sen-Massey, their traditions and processes
have always remained the same. No matter
how large the company grows, everyone is
always treated like family. Nielsen-Massey
offers its employees full-coverage healthcare
at no extra expense, and would sooner in-
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vest in a new employee than equipment for
automation.

“We are not looking to automate in any
way,” Matt said. “The quality of what we do
needs personal interaction — it’s a ‘touch’
product. Every step along the way is con-
trolled and acknowledged by a human be-
ing.”

While sticking to traditions and favoring
the tried-and-true ‘human element’ over
modern fully-automated machinery, Niel-
sen-Massey has been taking steps towards
connecting with customers and consumers.

“We built a commercial kitchen here,
which we use for teaching classes. We will
bring in schools and either have an instruc-
tor come down and teach, or we will bring in
a chef,” Matt said.

Students are able to use the commercial
kitchen to test out new recipes, learn from
their instructors, and can take a tour of the
facility to see how the products they’re
cooking with are made.

What does the future have in store for
Nielsen-Massey? For now, the only plan is
to grow, with hopes that the upcoming gen-
eration will follow in the footsteps of their
parents.

“We have big aspirations as a company,”

Matt said. “Mine, my brother, and my sis-
ter’s focus on growing the business is about
perpetuating the family ownership. We
hope that there will be interest in the busi-
ness from the fourth generation, and that
they’ll be qualified for it. They will have to
be able to contribute value to the business
and make sure they can continue to grow it.”

The Nielsens are already making strides
towards accelerating their growth - the
Board of Directors named Kirk Trofholz as
Chief Executive Officer in early 2017. Mr.
Trofholz joined the Company from Dawn
Food Products, where he served as Presi-
dent of the US Bakery Products division.
The Nielsen family, Board of Directors and
senior leadership team are thrilled to have
someone with Kirk’s deep food industry ex-
perience join the company.

Whether filling orders for high-end gelato
manufacturers or selling a single bottle of
extract to a passionate home cook, the ex-
perience with Nielsen-Massey is always the
same: consistent, high-quality, professional-
ly-made products with the care and experi-
ence of generations backing it up.

Join the IMA in congratulating Niel-
sen-Massey on 110 years of business and 64
years of membership! l
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Reduce Risk through Sustainability

limate change poses a meaningful

risk to supply chains and production

across all industries. As we have all
witnessed in this year’s hurricane season,
unprecedented storm events can interrupt
transportation to and from our facilities, or
even take out a major supplier for a period
of time during storm recovery.

Being prepared for the volatility that cli-
mate change will cause to supply chains is
important and can be approached from mul-
tiple angles:

1. Fortify Infrastructure

2. Localize Resources

3. Change the Future

The first concept is easy enough. Build fa-
cilities that will withstand the storm or geo-
logic events that are most likely to occur in
that region. This means that the old method
of construction - building a prototype facil-
ity and then just building more of the same
as the business expands - is out. Each new
facility needs to be designed with regional
forces in mind. A facility that sits on a ma-
jor fault line will need to withstand different
events than a facility that is built in Tornado
Alley, and both of those are different than
facilities built in hurricane zones.

Construction should have an eye towards
self-sufficiency. If the power lines to and
from your local utility are out of service, that
matters much less if you have an on-site
power generation system, like solar panels

or windmills. Building a sustainable struc-
ture shouldn’t just be about giving ourselves
gold or silver stars, but rather, we should
look to practical applications of the technol-
ogy that is available so that our buildings
can survive the more and more likely — and
more and more severe — effects of climate
change.

Second, localizing your resources to the
furthest extent reduces the ripple effect of
a single event and decreases overall oper-
ational cost through the minimization of
transportation costs. You can’t get any more
local than your own location, so an initial
consideration should be to review your own
operations and opportunities for efficien-
cies. Can more of what you throw away be
recycled and sent back through production
rather than buying more raw material? Re-
ducing waste and using more of what you
buy means you get more out of each ship-
ment of material.

Next, consider your neighbors. Frequent-
ly your facility will be located in a complex
with other manufacturers, or at least in a re-
gional hub for production. Reaching out to
your neighbors can be beneficial. Your waste
byproducts may be used as a raw material
or energy source at your neighbor’s facility,
or vice versa. This not only reduces cost for
management of waste, but can also generate
a complimentary revenue stream.

Finally, for any materials that need to

come to your facility as raw product, the
closer you are to the source, the less likely
that a storm or geological event will inter-
rupt service between you and your supplier.
According to Fortune 500, Toyota had glob-
al supply chain disruptions twice in 2016
due to earthquakes, despite a major effort
in supply chain stabilization following the
2011 tsunami.

The third approach is much more ambi-
tious: we can reduce the risk to our sup-
ply chain and production by changing the
future. Participation in climate change re-
sponse initiatives should be seen as a busi-
ness-protecting activity. If climate change
can be mitigated by actions your company
takes today, risk of disruption of your indus-
try by climate change in the future can be
eliminated, and the future of your business
secured.

Industrial processes are the primary us-
ers of environmental resources like water,
minerals, and energy, by a wide margin. Ac-
cording to the EPA, we are also the largest
contributors of greenhouse gases (GHG)
through on-site energy production, energy
consumption, and transportation of goods
through bringing supplies to our facilities
and sending end products to our consum-
ers. As such, industry can have the greatest
effect on climate change right now, without
waiting on useful government regulation.
Compliance regulations are frequently years
behind current trends, meaning that “com-
pliant” does not necessarily mean “pre-
pared.”

Being prepared for the effects of climate
change on your business translates to lon-
gevity of your business. Taking meaningful
sustainability measures in your business can
slow or even reverse climate change, which
stabilizes access to your supply chain and re-
duces risk for your business. You can begin
today by working with your EHS profession-
als to identify your facility’s long-term goals,
and establish a baseline of data to gauge
where the facility stands with respect to
those goals. There may be some low-hang-
ing fruit that has gone unnoticed until now.
Providing the context for employees — that
participating in sustainability measures will
preserve the industry in which they work
and secure their jobs for the future — is crit-
ical to implementation. By focusing on be-
ing present and relevant in the future, the
changes will be worth the effort. B

Author: Amber D. Cicotte is the Senior Scientist for BBJ Group, an environmental consultant in Chicago, Illinois. Amber can be
reached at acicotte@bbjgroup.com, or (312) 644-8556.
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Energy-Saving Strategies for Manufacturers

ore than 30 percent of all energy
M in the U.S. is consumed by the
industrial sector. With manufac-

turing operations among the most ener-
gy-intensive businesses, there is great
potential for improving energy efficiency. In
fact, it’s estimated the average facility can
reduce its energy use by as much as 27-30
percent through energy efficiency projects.
By making equipment improvements and
upgrades, your facility can take control of its
energy costs and manufacture savings.

Electricity use at manufacturing facilities,
many of which operate around the clock,
remains relatively constant throughout the
day or year. On the upside, this means there
are numerous substantial opportunities for
increasing energy efficiency in your opera-
tion. By improving the efficiency of your sys-
tems and equipment, your organization will
lower its energy costs, maximize equipment
life, and boost its bottom line — and con-
tinue to enjoy the energy savings year after
year!

Hundreds of thousands of dollars in ener-
gy savings can be achieved when you imple-
ment the following project ideas:

Improve Motor Efficiency

As much as 65 percent of the electricity
used in manufacturing goes to powering
various motors. Typical motors have two
settings — on and off. When motors run at a
constant speed, they waste energy and wear
your equipment out faster. By installing
variable frequency drives (VFDs) on your
motors, motor output is adjusted based on
actual demand, saving energy during less
demanding times. By decreasing motor
speed by only 25 percent, your facility can
potentially save up to 50 percent in energy
costs.

Install Demand-Controlled

Ventilation

Proper heating, ventilation, and air con-
ditioning (HVAC) are key to maintaining a
comfortable and productive work environ-
ment. Collectively, these systems account
for up to 40 percent of energy used in busi-
nesses. A demand controlled ventilation
(DCV) system regulates air flow in your
facility’s spaces based on occupancy. By re-
ducing the amount of air that needs to be

heated or cooled, DCV can yield big energy
savings for your facility — up to $1.00 per
square foot each year!

Fix Compressed Air Leaks
Compressed air is often viewed as an
essentially free resource; however, it’s any-
thing but free. In fact, compressed air can be
one of the most expensive sources of energy
in a plant due to its poor efficiency — often
as low as 10 percent. Air leaks are a signif-
icant source of wasted energy and can also
lead to system issues including fluctuating
system pressure, excess COmpressor capac-
ity, and decreased service life. Taking a con-
tinual, proactive approach to leak detection
and repair can reduce compressed air leaks
by 50-75 percent (or more), saving your

business thousands of dollars each year.

Install Lighting Controls

Lighting accounts for nearly 20-50 per-
cent of the average business’ energy con-
sumption. Upgrading to LED lighting is one
way to reduce lighting costs, but pairing
LEDs with controls can save your facility
an even more significant amount of ener-
gy. With the use of controls, lights can be
turned on or off or adjusted based on actual
need, such as real-time occupancy or am-
bient light levels. By utilizing a networked
lighting system, your facility can save up to
70 percent in lighting electric costs.

Additional energy savings can be realized
by completing natural gas efficiency projects
in your facility. Natural gas project ideas in-

clude:
* Steam trap repair and replacement
* Pipe insulation
* Heat recovery systems
* Economizers

Resources Available for Energy

Efficiency Projects

The Ameren Illinois Energy Efficiency
Business Program has a number of valuable
resources designed to help you complete
more energy efficiency projects. The pro-
gram offers free energy consultations, which
can help identify potential projects in your
facility and detail how to secure cash incen-
tives to offset project costs. Even better, your
facility may also be eligible for an additional
incentive bonus — up to 15 percent — when
you complete your project early in 2018.

To schedule a free energy consultation or
to get more information on our program,
please call us at 1.866.800.0747 or visit
AmerenlllinoisSavings.com/IMA.

About the Ameren Illinois
Energy Efficiency Program

Since 2008, the award-winning Ameren Il-
linois Energy Efficiency Program has helped
Illinois businesses save over $350 million in
energy costs. Utilizing more than $85 mil-
lion in cash incentives, business customers
have been able to cut project costs, decrease
payback periods, and move energy efficiency
projects forward. B

M 8 [\

Author: Bob Baumgartner is the business program manager and deputy portfolio director for the Ameren Illinois Energy
Efficiency Program, and can be reached at Robert.Baumgartner@leidos.com, or (309) 349-2417.
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Next for lllinois Energy Markets:

“There’s a way to do it better — find it.” -Thomas Edison

cknowledging that there is a better
A way to do things is easy. The tough

part is acting upon Mr. Edison’s
instruction to “find it.” In the energy world,
virtually everyone agrees that rapidly-ad-
vancing technology and developing markets
require a better way to do things. But how
can we work together to find that better
way?

The Illinois Commerce Commission
(“ICC”) has taken the lead, creating a lab-
oratory for evaluating, debating, and devel-
oping a better way for the Illinois energy
markets to operate. The ICC has initiated
an ambitious project entitled “NextGrid,”
designed to explore technological advance-
ments in the energy industry and study
potential revisions to the existing state
utility and energy regulatory models. The
announcement earlier this year by the ICC
— the state’s principal regulator of public
utilities and other energy market partici-
pants — set in motion an 18-month collab-
orative process that provides an opportu-
nity for stakeholders to help shape a “21st
Century regulatory model” that will support
innovation, empower customers and com-
munities, and drive economic development
in the state.

Some have referred to NextGrid as a
study of the “utility of the future.” However,
NextGrid is perhaps more accurately char-
acterized as an effort to shape the “energy
markets of the future,” since the impacts of
this process likely will be felt by all energy
market participants for years to come.

NextGrid provides the Illinois manufac-
turing community an opportunity to ad-
vocate for policies that empower energy
customers, advance customer choice, and
develop additional pro-competitive mech-
anisms. However, NextGrid also presents
risks of costly changes to the existing ener-
gy market structure, making it essential that
companies both monitor and advocate with-
in the NextGrid process, in order to ensure
appropriate and beneficial outcomes for
commercial and industrial customers.

NextGrid Background

The ICC’s Resolution establishing the
NextGrid process earlier this year promi-
nently noted Illinois’ extraordinary leader-

ship in energy policy and innovation, and
the success of the Illinois competitive ener-
gy market, which has saved Illinois electrici-
ty consumers tens of billions of dollars. The
Resolution also recognized the historic use
of “facilitated collaborative efforts to con-
front evolving regulatory issues that bring
stakeholders from a wide range of perspec-
tives together.”

Indeed, most of the notable successes
of the Illinois retail energy markets have
resulted from negotiated “win-win” out-
comes, when interested stakeholders craft
results that simultaneously deliver substan-
tial “wins” for the competitive market, the
utilities, the government, NGOs, and, most
importantly, energy consumers.

Given that background, the ICC present-
ed NextGrid as a collaborative, statewide
study to identify new technologies that will
modernize the state’s electric grid and iden-
tify regulatory and legislative actions that
can be taken to transform the way utilities,
regulatory bodies, and consumers interact
with the electric utility system in order to
maximize benefits for the Illinois economy
and the state’s citizens.

The NextGrid initiative follows on the
heels of the December 2016 enactment of
the Future Energy Jobs Act (“FEJA”), ar-
guably the most significant Illinois energy
legislation since the 1997 legislation that
restructured the state’s electricity market
to enable customer choice. FEJA likewise
redefines major aspects of Illinois energy
markets, from renewable energy incentives,
to energy efficiency program management
and financing changes, to significant sub-
sidies for certain nuclear generation plants.
Through the NextGrid initiative, the ICC in-
dicated an intention to identify and explore
technological advancements, utility and
regulatory models, and issues or challenges
related to the new energy market landscape
created by FEJA.

The NextGrid process is being jointly
managed by the ICC and an independent
third-party facilitator, whose work is being
funded by Illinois electric utilities’ ratepay-
ers. The process envisions issuance of an in-
terim report in early 2018 outlining issues,
challenges, and opportunities, and a final

NextGrid

report by the end of 2018.
Initial NextGrid Comments

When it initiated NextGrid, the ICC
called for interested parties to submit ini-
tial comments responding to the ICC Nex-
tGrid Resolution. More than 40 groups and
individuals submitted comments, including
manufacturers and industrial energy users,
governmental entities, smart grid business-
es and developer organizations, utilities, en-
vironmental and renewables organizations,
residential customer groups, and individu-
als.

Manufacturers & Industrial
Energy Users

Manufacturing and industrial entities re-
quested the NextGrid process consider the
use and benefits of on-site generation and
energy storage as well as the perspective of
commercial and industrial energy custom-
ers on issues of: (i) utility rate design; (ii)
the need for accurate cost allocation in rate
design; (iii) study methodologies to achieve
accurate rate design; (iv) peak load contri-
bution; (v) weather normalization; (vi) line
losses; and (vii) appropriate financial recog-
nition of the value pro-active large custom-
ers provide to the overall utility system. The
comments underscored the success of the
competitive retail electric market in Illinois
and advocated for the use and expansion of
fair, open, and transparent markets.

Governmental Entities

Local municipalities and state-level offi-
cials addressed issues related to: (i) afforda-
bility for low-income households; (ii) local
interests such as right-of-way authority, un-
dergrounding infrastructure, and franchise
fees; (iii) the ability of smart grid technology
to defer or displace utility investment; and
(iv) the need for reliable data and informa-
tion.

Utilities

Utilities requested that the NextGrid
process consider: (i) achieving grid mod-
ernization by integrating technological ad-
vancements and utilizing data associated
with resources such as storage, renewable
generation, electric vehicles, and distributed
energy resources (“DER”); (ii) making eas-
ily understood data and educational materi-
als available to customers, to facilitate more

Authors: Christopher J. Townsend and Christopher N. Skey are Members at Clark Hill PLC. They can be reached at
CTownsend@ClarkHill.com (312-517-7555); and CSkey@ClarkHill.com (312-517-7515).
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effective participation in the evolving mar-
kets; (iii) modular, replicable approaches to
modernization; and (iv) targeted workforce
training to support these efforts.

Issues regarding utility compensation
and incentives also were raised for consid-
eration, including: (i) regulation that fairly
compensates utilities for their infrastructure
deployment strategies that provide cost-ef-
fective environmental benefits; (iii) evolving
the options for rate base items; and (iv) al-
lowing performance-based rate making.

Environmental & Renewables
Organizations

Environmental groups requested: (i) con-
sideration of a dynamic grid with increased
reliability achieved through competition
and integration of new technology; (ii) data
availability, advanced metering, distributed
generation, electrified transportation, effi-
ciency, and storage; and (iii) distributed re-
source planning, performance-based regula-
tion, and distribution system optimization.

Residential Customer Perspective

Residential customer representatives
stressed that the ICC should avoid manda-
tory residential demand charges. The com-
ments recommended the ICC not use sub-
sidies for generation that is not needed for
reliability, and refrain from applying three-
year capacity market surcharges to down-
state customers.

NextGrid Facilitator Named

In August, the ICC announced that the
lead NextGrid facilitator would be a group
of professors from the University of Illinois.
The facilitator group is part of the Power
and Energy System Area of the Electrical
and Computer Engineering Department at
the University of Illinois at Urbana-Cham-
paign, which has been involved with a va-
riety of national energy research projects
funded by federal government agencies and
industry groups.

The U of I team includes six professors
with particular expertise in engineering and
other technical aspects of power system de-
sign, emerging technologies, and grid opera-
tions. Their proposal indicated an intention
to:

* Create a representative Advisory Board,

“whose membership includes industry,

government and public interest groups, to

guide the activities of the facilitation/co-
ordination process.”

* Hold “workshops, training sessions and

focused events to encourage the submis-

sion and discussion of Illinois-specific
ideas and issues.”

* Engage “appropriate experts for the

training sessions and public forums.”

NextGrid Working Groups

In September 2017, in conjunction with
the establishment of a new NextGrid web-
site, the ICC announced that the NextGrid

process would include seven “Working
Groups”:

* Electricity Markets

* New Technology Deployment & Grid

Integration

* Customer & Community Participation

* Regulatory, Environmental & Policy

Issues

* Metering, Communications & Data

* Reliability, Resiliency & Cyber Security

* Ratemaking

The ICC announced that the Working
Groups will meet regularly to develop a
shared base of information and build con-
sensus on critical issues. Thus, the real work
for most stakeholders will take place in the
context of those NextGrid Working Groups.

ICC NextGrid Kick-off Event

In late September, the ICC held a Next-
Grid kick-off event — an all-day conference
at the University of Illinois-Chicago, just
blocks away from the site of the first-ever
nuclear chain reaction under the bleachers
at Stagg Field. The event was hosted by the
ICC Chairman, Brien Sheahan, with three of
the four other ICC Commissioners moder-
ating panel discussions.

In his opening remarks Chairman Shea-
han noted Chicago’s leading role in creation
of the modern electrical system, but em-
phasized the impact of innovation and tech-
nology in the energy world, as well as the
nearly century-old “cumbersome” regulato-
ry structure for utility operations. He sug-
gested that robust regulatory structures and
innovation are not mutually exclusive, and
emphasized that NextGrid should include
“diverse voices” both within the Working
Groups and in other Technical Advisory
Groups that will advise the ICC.

Chairman Sheahan’s remarks were fol-
lowed by presentations from two members
of the University of Illinois facilitator group,
Professors Peter Sauer and George Gross.
Professor Gross emphasized the “customer
focus” of NextGrid, and the need to identify
critical issues, challenges, and opportunities
for “increased customer participation and
empowerment.”

The kickoff featured a keynote speech
from Federal Energy Regulatory Commis-
sion Commissioner Robert E Powelson,
who noted that the grid of the future will
be decentralized, with smaller-scale gener-
ation, a focus on encouraging innovation,
and enhanced customer choice. Executives
of the two largest utilities in Illinois, Com-
monwealth Edison and Ameren, noted
that the regulatory system is outdated and
in need of reform. Several speakers at the
event noted the need for the utility industry
to embrace the “platform business model”
(which enables and supports direct consum-
er involvement) as opposed to a traditional
product pipeline model (where it is the util-
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ities’ role to develop and deliver the value to
consumers).

One utility leader noted the effectiveness
of coalition building and emphasized that
since 1997 the Illinois competitive ener-
gy markets have saved Illinois consumers
about $50 billion dollars. This was an im-
portant statement from an executive of a
utility company that used to provide verti-
cally-integrated monopoly service to cus-
tomers.

For the manufacturing and business com-
munity, there were a couple of key takea-
ways from the NextGrid kick-off event:

1. The stakes are high. Speakers repeated-
ly framed the NextGrid process in the same
light as previous significant pieces of Illinois
energy legislation that have either saved
consumers billions of dollars or resulted in
billions of dollars of additional costs. There
even was a suggestion that the fundamental
assumptions that are the basis for the Illi-
nois Public Utilities Act should be re-exam-
ined within the NextGrid process.

2. There is an opportunity to advance a
pro-competitive agenda that will benefit
commercial and industrial consumers in Illi-
nois. It is clear that there will be opportuni-
ties for a customer-focused, pro-competitive
market perspective to be heard. The Next-
Grid facilitator stated that “NextGrid is very
much customer focused” and that a main
goal is “increased customer participation/
empowerment.” However, as ads for the
Illinois Lottery used to admonish, “You’ve
gotta play to win.” It will be important for
companies to find ways to be involved with
the NextGrid process as it evolves.

How to “Find It” and Make
the Most of NextGrid

In line with Thomas Edison’s nearly cen-
tury-old mantra, NextGrid offers a vehicle to
“find it” - a better approach to regulation,
market enhancement, and customer choice,
all driven by technological innovation and
market dynamics. NextGrid clearly is poised
to impact the regulatory and economic land-
scape of the Illinois energy world. The mag-
nitude of that effect remains to be deter-
mined. At a minimum, manufacturers and
pro-competitive market participants need to
pay close attention to NextGrid. Active en-
gagement will be necessary to protect and
expand the competitive market and further
empower consumers. i
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Solar Project Subsidies Available with Energy Act

Bruce Rauner signed into law the Illinois

Future Energy Jobs Act (Energy Act).
One principal purpose of the Energy Act was
to add a new Zero Emissions Credit to
Illinois’ existing Renewable Portfolio
Standard (RPS). The Zero Emissions Credit
received a lot of media coverage because it is
designed to provide additional compensa-
tion to Illinois’ operating nuclear power
plants. Because the costs for the Zero
Emissions Credit will be paid for as a pass-
through charge via a tariff by Illinois’ electric
utilities, Illinois manufacturers will
undoubtedly see their costs for procuring
electricity increase.

Other significant components of the En-
ergy Act that have received less media at-
tention, however, may provide a brighter
or “sunnier” outlook for Illinois manufac-
turers. The Energy Act implements major
reforms for Illinois’ Renewable Portfolio
Standard, consolidating funds in the budget
of the Illinois Power Agency (IPA) and af-
fording the IPA greater flexibility in deploy-
ing those funds. The Energy Act also directs
the IPA to host additional procurements for
wind and solar projects.

In addition to creating Zero Emissions
Credit and RPS reform, the Energy Act
creates new solar programs. Of particular
interest to some Illinois manufacturers is
the new Adjustable Block program. Under
the Adjustable Block program, the IPA is re-
quired to procure renewable energy credits
(RECs) from new solar photovoltaic projects

In December 2016, Illinois Governor
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that are distributed renewable generation
systems and from new solar photovoltaic
community renewable generation projects.
The IPA’s new Adjustable Block program
presents an opportunity for Illinois manu-
facturers to offset some of the higher costs
associated with the Zero Emissions Credit
program by investing in their own electricity
supply.

On September 29, 2017, the IPA released
a proposed Long-Term Renewable Resources
Procurement Plan that includes a proposed
approach for the new Adjustable Block pro-
gram. The Adjustable Block program, in
contrast to other competitive procurements
the IPA has hosted, features administrative-
ly set prices for RECs, and, if approved by
the Illinois Commerce Commission, would
permit applications on an open, rolling basis
as compared to set competitive procurement
events.

Under the proposed plan, eligible manu-
facturing participants could submit applica-
tions for on-site solar photovoltaic projects
of up to 2 megawatts. The projects would be
eligible for 15-year contracts at pre-set pric-
es for RECs generated by the solar projects.
The 15-year contracts would also be eligible
for upfront payments over the first five years
of the contracts: 20 percent paid out at the
time of project interconnection and energi-
zation, with the balance paid over the suc-
ceeding four years. The host manufacturing
facility could either use the energy produced
by the solar project itself to offset its regular
electric demand or sell the energy generated

by the project to respective market in which
the manufacturing facility is located.

A new feature of the IPA’s proposed Ad-
justable Block program is that, unlike with
previous IPA programs, manufacturing fa-
cilities that are located in the territories of
municipal utilities and rural electric cooper-
atives would be eligible to participate in the
solar Adjustable Block program. Although
the counter-parties to the 15-year contracts
will likely be one (or all) of the three regu-
lated incumbent electric utilities in Illinois,
the IPA has proposed that projects located
in the jurisdictions of municipal utilities or
rural electric cooperatives be eligible to par-
ticipate nonetheless.

The creation of the solar Adjustable Block
program in the Energy Jobs Act creates a
potential unprecedented and unique oppor-
tunity for Illinois manufacturers to obtain
substantial subsidies to support the devel-
opment of on-site solar projects. Combining
the subsidies provided under the Adjustable
Block program with the 30 percent federal
Investment Tax Credit available to owners of
solar generation facilities could make an in-
vestment in on-site generation make sense,
either to offset the higher costs of electrici-
ty that will result from the pass through of
costs from the Zero Emissions Credit pro-
gram, or as a price hedge against potential-
ly higher future wholesale energy prices. In
any case, interested manufacturers should
look into the opportunity now, as some of
the incentives will be reduced for projects
that begin after 2019. W
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Natural Disasters, Insurance, and Your Business

Ithough “Hurricane Season” techni-

cally does not end until November

30, the 2017 season is on pace to
carry the unfortunate distinction of the
most economically damaging hurricane sea-
son in history for the United States and its
territories.

While it is still too early to determine the
overall damage and subsequent financial im-
pact left behind in the wake of Hurricanes
Harvey, Irma, and Maria, and Nate, prelim-
inary estimates published by AccuWeather
indicate that the economic cost of Harvey
and Irma alone could exceed $290 billion
with CNBC reporting that the unprecedent-
ed impact from hurricanes that hit the main-
land U.S. could have completely wiped out
job growth in the month of September. And
the financial toll of these storms is by no
means limited to areas that were physical-
ly impacted as there has been tremendous
disruption in the global supply chain as a
result of the 2017 Atlantic hurricane activity
as well.

Direct Damages vs

Indirect Damages

In the days, weeks, and months follow-
ing any natural disaster it is easy to focus
attention on the direct physical destruction
associated with the event: damaged homes
and businesses, flooded streets, downed
trees and power lines, and damaged vehicles
and boats tend to serve as the focal point
for news and media outlets. However, of-
ten overlooked in the aftermath of any di-
saster are the indirect losses incurred on a
local, regional, and national basis. While the
physical toll a storm has on a region can be
devastating — both socially and economically
- the unfortunate reality is that, often, the
indirect costs associated with a storm can
cause more economic damage for individu-
als and businesses impacted.

When a destructive storm occurs, revenue
comes to a halt as communities’ take stock
of the damage inflicted on their homes and
businesses. Expenses, however, do not stop.
Mortgage payments, property taxes, em-
ployee wages, healthcare expenses, car pay-
ments, insurance costs...the list of expenses
that perpetuate goes on and on.

According to the Federal Emergency Man-
agement Agency [FEMA], nearly 40 per-
cent of small businesses never reopen
their doors after a disaster and only 29

percent of businesses that do reopen are
still operating two years later.

These statistics are particularly troubling
because we cannot prevent natural disasters
from occurring and, while people can debate
the cause of the recent increase in storm
activity and severity, the harsh reality is
that natural catastrophes take a substantial
financial toll on individuals and business-
es alike. Whether you own property, lease
a storefront, work off-site using portable
equipment, or run a business from your
home, just about every small business will
be affected by a storm, fire, or other natural
disaster at some point in time — directly or
indirectly.

Our local, Illinois-based insurance bro-
kerage works with a diverse clientele whose
operations and facilities span the globe.
Since Hurricane Harvey first made landfall
in Houston, our claims professionals have
assisted clients with losses ranging from
flooded production facilities in Houston to
business owners in Florida who escaped
physical property damage but have lost rev-
enue because of the devastation experienced
in their community. We've also assisted
local manufacturers here in Illinois who’ve
suffered financial loss as a result of dam-
age to their key vendor’s facility in the Gulf
Coast region, as well as Illinois residents
whose winter homes were severely damaged
in the Florida Keys.

It is important to note that many of our
clients who have experienced losses did
not have locations in the directly affected
areas; however, each is experiencing their
own form of financial loss as a result of the
economic disruption caused by Hurricanes
Harvey, Irma, Maria, and Nate.

Understanding Your
Risk Exposure

In 2016, a client contacted our office when
they realized that they had industrial equip-
ment stored in a warehouse in Oroville, CA
that was directly beneath the failing Oroville
Dam. The client was extremely fortunate
that the dam did not break because they
had elected to decline Flood Insurance on
the basis that their primary operations were
not in a flood zone. Had the dam broken, the
client would have been exposed to an unin-
sured loss in excess of $250,000.

This year, as previously mentioned, hurri-
canes Harvey and Irma caused evacuations

that resulted in a loss of revenue for clients
whose vendors and clients were located in
the path of the storms. Each client’s policy
included coverage for Contingent Business
Interruption which provides reimbursement
for lost profits and extra expenses result-
ing from an interruption of business at the
premises of a customer or supplier. Without
this coverage, these businesses would have
incurred reductions in profit in excess of
$1,000,000 collectively.

There are a myriad of additional claim
examples that would highlight the impor-
tance of understanding how your home or
business is insured and where gaps may
exist — e.g. separate wind/hail deductibles;
like kind vs similar kind repair or replace-
ment language; coverage triggers for flood
insurance compared with water back up.
But, ultimately, the message is simple: take
the time to fully understand your personal
or business exposure to risk and develop
mitigation strategies to limit the impact of
a catastrophic event.

Disaster Preparedness is Key

Whether you are in a disaster-prone area
or not, it’s worth conducting a risk assess-
ment of your home or business environ-
ment:

* What events are most likely to impact

your business and/or livelihood in your

current location? How can you limit the
damage?

* If you’re a business, are your employees

in risk-prone areas? What happens if they

are unable to work?

* Are you at risk of losing all of your stock

or inventory in a catastrophic event be-

cause you keep it all in one place? Can you
rent secondary storage in a less risk-prone
area?

* Do your insurance policies provide suf-

ficient property coverage limits?

* Do you back up and securely store busi-

ness documents and data off-site in case

you cannot access your office premises?

* How would you run your business if

your office was damaged or inaccessible?

* How long could you cover ongoing

expenses if your business lost its primary

source(s) of revenue?

Now is the time to assess your exposure
to risk and review any and all insurance pro-
grams you have in place to ensure that your
home and business are adequately protect-
ed. W

Author: Adam Hackman is the Executive Vice President at MIS 360 and can be reached at adamh@mis-360.com.

The IMA and MIS 360 have resources available to assist in the review of your existing insurance policies. To learn how you can take advantage of a free coverage review and risk assessment,

contact your IMA representative and they will connect you with the appropriate party.
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Member Profile

ANASTASIA LOWENTHAL

A Family that Works Together Flourishes Together

t is rare to find a business that’s run by
I an entire family — and even rarer for a

family to exponentially grow their busi-
ness over the generations. But with the
Wiegel family of Wiegel Tool Works, doing
things the previous generation never would
have dreamed of is not just a goal, but a
necessity.

Wiegel Tool Works (WTW) is a metal
stamping company located in Wood Dale,
Illinois. Every tool is built either in-house
or with WTW’s strategic suppliers to ensure
the most precise, efficient solution to en-
gineering their customers’ metal stamping
products. Serving the aerospace, automo-
tive, electrical, military, telecom, solar in-
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dustries, and more, it’s hard to find a market
where Wiegel’s tools and stamping presses
aren’t at work.

Together Aaron, Erica, and Ryan Wiegel
make up the three-headed monster of met-
al stamping — a nickname lovingly given to
them by their colleagues. The three work
tirelessly to grow their grandfather’s busi-
ness, solving existing problems and creating
new solutions along the way.

“I've always said that this is a hobby that
we just happened to get paid for,” said Aar-
on Wiegel, President and CEO at WTW.
“There’s three of us, and we’re hungry, and
we want to grow and change. We’re dedicat-
ing our lives to it.”
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“With this type of atmosphere, you’re cre-
ating and building the things that are going
to be the future,” said Vice President Erica
Wiegel. “I get so much satisfaction standing
outside and watching the cars pass, know-
ing that it’s my design in that car.”

Wiegel Tool Works was founded by Otto
Wiegel on December 6, 1941 — the day be-
fore Pearl Harbor. A practical, hard-working
man, Otto solely ran the business locally,
making tooling for manufacturers and busi-
ness owners in Chicago and the surround-
ing area.

Aaron, Erica, and Ryan’s father, Martin,
was unexpectedly thrust into the business
in 1968.

“My father went to Purdue and got his de-
gree in Industrial Engineering, and the day
he graduated he went off to the naval acad-
emy and served three tours in Vietnam. He
was about to serve his fourth tour when he
got a notice that his father, Otto, had had a
stroke,” said Aaron. “He went to work for
the business as soon as that happened.”

Although Martin was the President of
WTW as soon as he walked through the
doors, it wasn’t until around 1984 that he




assumed the official role and took over the
business. Prior to that, WTW had been run
by the management staff Otto left behind.

Martin introduced Aaron, Erica, and Ryan
to the family business at a young age, jump-
starting their passion for hard work and en-
gineering solutions while they were still in
grade school.

“We grew up in the shop all of our lives,
so on the weekends or after school we used
to come here,” Erica said. “It was so much
fun just to be around dad and the shop and
to see new things.”

“I recall a time where I wanted to take a
girl out to the movie theater, and I asked my
dad for some money. He gave me $20 to go,
but he told me that the next time I would
have to earn it,” Aaron said. “There were no
shortcuts with him — we had to work. And it
was that work that got me to figure out what
I wanted to do and why I wanted to get into
the family business.”

“My dad has always been an honest per-
son to his customers, his employees, but
also to us as well. He never kept us out of
anything,” Erica said. “We knew about the
financials and what was going on with the
company at a very young age, SO we grew
with the business the whole way.”

Though their father didn’t expect them to
take on the business, he planned for Aaron,
Erica, and Ryan’s futures. Unbeknownst to
them, Martin started planning his three chil-
dren’s financial start up before the age of 15.

“My father was very good with money,”
Aaron said. “He decided to do a ‘skip-gener-
ation’ with the family’s wealth. It was a stra-
tegic move on his part, because he was able
to minimize his taxes and focus on making
sure his kids, the company, and the employ-
ees were taken care of.”

While there was never any pressure from
their father to take over the family business,
the three siblings did so without hesitation.

“It was a no-brainer for me,” said Aaron.
“And when it came time that Erica and I and
my brother took over the business in 2010,
we were able to avoid so many problems be-
cause there were very little tax implications.
So now, we are constantly feeding money
back into the business.”

Since their takeover, the three siblings
have purchased new equipment, expanded
their facility, acquired a new 25,000 square-
foot building for warehouse storage, and
bumped up their employee count from 39
to 175 employees. They even found a way to
turn the 2009 recession into a profit.

“A lot of businesses shut down during the
recession, but we were able to push through
even though we were down by 69 percent
in the first quarter,” Aaron said. “Though
the other businesses were gone, the prod-
ucts they made still needed to be produced.
So, we went on a big sales push to try to
win all of those jobs. At that point, we were
producing parts for about seven million cars
in America. Today, we’re doing around 17.3

million.”

While Aaron, Erica, and Ryan have full
control over the business, their father still
comes in almost every day.

“He’s still there to give us advice, which
is something he was never able to get when
he started. But he always allows us to make
decisions whether he feels they’re right or
wrong so that we can learn from it,” Aaron
said.

Now that they’ve taken over North Amer-
ica, their next big challenge is to move on to
the rest of the world.

“We decided to do a joint venture with an
international business,” Aaron explained.
“The world demands our parts because of
our reputation and our quality, but these
businesses are expanding to multiple coun-
tries and continents, and we’re not moving
with them. With a stroke of a pen, we now
have international presence. We are going to
be able to grow beyond our own facility in
North America. And whether it’s a fourth
generation that takes over or we get into a
deeper merger, time will tell.”

While the future remains open for the
Wiegel family and Wiegel Tool Works, one
thing is certain: this family loves what they
do.

“Everything that I enjoy doing is what
this company is all about,” Erica said. “We
are always innovating — we’re never stag-
nant. We’re always reaching for a new goal.” B




Energy & Environment

ICE MILLER LLP

Improvements in U.S. EPA’s Superfund Program

midst the debate and rancor over
A the U.S. Environmental Protection

Agency’s (EPA) reversals on cli-
mate change programs and the “waters of
the United States” rule under the new
administration, the EPA rather quietly
announced the recommendations of a task
force for improvements to the Superfund
program. Superfund is the federal program
enacted by statute in 1980 that addresses
the country’s most seriously contaminated
industrial, mining, and waste disposal sites.
The lack of fanfare for the recommendations
is not entirely surprising. Except at a few of
its largest sites, Superfund has received rel-
atively little publicity during the past two
administrations. The new task force recom-
mendations could herald significant chang-
es in the program that are worth notice in
the manufacturing community that funds
much of the Superfund activities through
litigated or negotiated resolutions of liabili-
ty with the EPA. In July 2017, the EPA
Administrator Scott Pruitt emphasized the
importance of the task force report by
directing the immediate implementation of
several recommendations.

The task force was composed of senior Su-
perfund personnel and received suggestions
from a variety of stakeholders. It made 42
recommendations focused on achieving five
goals. The goals are to: 1) expedite remedia-
tion of sites, 2) re-invigorate cleanups fund-
ed by potentially responsible parties (PRPs),
3) incentivize voluntary private-party clean-
ups, 4) encourage site redevelopment and
community revitalization, and 5) engage
stakeholders to achieve the goals.

Some of the recommendations are ad-
dressed to internal EPA processes and pol-
icies, and others are specifically directed at
federal facilities (e.g., closed military bases).
These will have less direct impact on the
manufacturing community. Still, many of
the recommendations could directly impact
the pace and cost of remediating sites and
thus impact manufacturers.

Several recommendations target the slow
pace of remediation by promoting the use
of adaptive management (AM) and the use
of interim and early response actions. Tra-
ditionally, Superfund sites plod through

the program in a step-by-step progression.
Starting with site identification, the pro-
cess also includes scoring for inclusion on
the National Priorities List (NPL), remedial
investigation, study of feasible alternatives,
remedy selection, remedial design, and, at
long last, remediation. At many sites, the
process does not take years — it takes de-
cades. AM is an approach applied at a few
Superfund mega-sites (complex sites where
cleanup is expected to exceed $50 million).

The Superfund program has
always allowed states to be the
lead agency designated for a par-
ticular site, but historically, the
EPA has been in the lead at most
NPL sites. The success of this
recommendaiton [to use federal
and state remedial authorities]
could vary greatly as many states
lack the manpower, funding, or
the technical expertise to be
effective leads at many sites.

AM requires the early development of a
comprehensive site strategy and goals, an
approach to dealing with uncertainties and
the early identification and implementation
of interim or early actions to address obvi-
ous risks. A wider application of AM and
interim action approaches could accelerate
cleanup at some sites, which will likewise
accelerate the financial impact on the PRPs
that fund the work. While avoiding undue
delay is surely positive, sometimes the EPA
has pushed sites into interim actions before
adequate investigation has been conducted
to identify whether a risk to public health
or the environment even exists. The man-
ufacturing community, along with other

PRPs, will need to be alert to circumstances
in which the EPA is too aggressive in push-
ing presumptive remedies or other interim
actions without adequate scientific support
or analysis.

Two additional recommendations seek to
address the slow pace of remediation by des-
ignating a Top 10 list of slow-moving NPL
sites and a Top 20 list of NPL sites with the
greatest reuse potential. Of course, these
recommendations may improve and speed-
up the outcomes at the sites that make the
lists. The EPA will undoubtedly trumpet
those successes as evidence of the effective-
ness of the program changes. The impact on
sites that do not make the lists, especially
if the proposed 25-33 percent cuts to the
EPA’s budget are passed into law, is less
clear and probably not so promising.

Another recommendation has the clear
potential to improve decision-making and
reduce costs. Addressing contaminated
groundwater has long been a staple of the
Superfund program, especially when the
impacted groundwater is used as a drink-
ing water source. But, at many sites, the
groundwater resource has not been used
for drinkable purposes in the past and is
not expected to be in the future. The task
force recommended drafting a new policy
and updating others to clarify the flexibili-
ty allowed in groundwater remediation de-
cisions, particularly where groundwater is
not used as a drinking source. This recom-
mendation is consistent with the risk-based
corrective action approaches developed in
many states that allow remediation to be
considered complete without active remedi-
ation of groundwater that is not used as a
drinkable resource.

The task force also made welcome sug-
gestions regarding EPA oversight costs and
financial assurance requirements. Super-
fund requires the EPA to oversee a PRP-led
remediation and then allows the EPA to re-
cover its oversight costs. In addition to staff
time and other costs allocated to a specific
site, most courts have said the agency can
also recover indirect costs like overhead.
The EPA’s indirect costs typically range
from one-half to two-thirds of direct costs
and are almost impossible to challenge.

Author: Tom Dimond is a partner in Ice Miller’s environmental practice group, and can be reached at (312) 726-7125 or thomas.

dimond@icemiller.com.

This publication is intended for general information purposes only and does not and is not intended to constitute legal advice. The reader must consult with legal counsel to determine how laws

or decisions discussed herein apply to the reader’s specific circumstances.
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The task force directed each EPA regional
office to report on its practices in regards
to what counts as an indirect cost. That is
long overdue as the EPA’s explanation of its
indirect cost rates has lacked any shred of
transparency. The task force also suggest-
ed developing a plan to provide increased
oversight cost forgiveness, particularly for
indirect costs, to PRPs that timely perform
quality work at Superfund sites. Financial
assurance refers to the EPA requirements
that PRPs post a bond or other security to
ensure completion of the work at a site. The
task force recommended more realistic fi-
nancial assurance requirements by possibly
allowing parties to provide assurance incre-
mentally or by adjusting the discount rate
used to calculate the assurance obligation.

Not surprisingly, the task force recom-
mended greater evaluation and use of feder-
al and state remedial authorities other than
Superfund and greater use of states as the
lead agency. These suggestions are consis-
tent with Administrator Pruitt’s desire to
shift the federal-state balance on environ-
mental issues towards the states. The Su-
perfund program has always allowed states
to be the lead agency designated for a partic-
ular site, but historically, the EPA has been
in the lead at most NPL sites. The success of
this recommendation could vary greatly as
many states lack the manpower, funding, or
the technical expertise to be effective leads
at many sites. The task force also recom-
mended developing a pilot program to use
independent third parties to oversee some
aspects of PRP-led response actions. This
appears to be a federal equivalent to the
use of licensed environmental professionals
(LEPs) under many state cleanup programs
for review and approval of PRP work in lieu
of direct government oversight. Illinois’” vol-
untary site remediation program allows the
use of LEPs (referred to as licensed profes-
sional engineers or licensed professional ge-
ologists), but the approach has never been
applied to NPL sites. Whether this recom-
mendation can be fully implemented with-
out statutory or regulatory amendments is
not clear because the statute requires either
the EPA or a state to be designated as the
lead agency.

A potentially troubling recommendation
is that remedial decisions should fully in-
corporate future re-use of sites, including
encouraging PRPs to perform “enhanced
cleanup or betterment” work. Consideration
of site re-use has always been an element of
the Superfund process, but this recommen-
dation seems to go a bit further. “Enhanced
cleanup” and “betterment” are the EPA code
for work that is not strictly required by Su-
perfund, but that will make the site more
attractive for re-use. This sounds great for
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those who benefit from the site re-use, but
that is rarely the PRPs who perform and/
or fund the work. The task force vaguely
suggested utilizing “financial credits” to in-
centivize such actions. What that means in
practice is not explained. For this approach
to work, the EPA will have to follow other
recommendations of the task force that al-
low for incentives to private non-PRP inves-
tors and for oversight cost forgiveness, and
possibly other incentives, for the PRPs.

For manufacturers interested in creating
new jobs by putting a Superfund site back
into use, the task force made a number of
important suggestions. Those include re-in-
vigoration of the use of prospective purchase
agreements to enhance the statutory protec-
tion for bona fide prospective purchasers
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(BFPPs). The use of such agreements was
deemed unnecessary following the addition
of the BFPP defense in 2002, but in prac-
tice, maintaining the BFPP defense has
been problematic. The task force also rec-
ommended revising guidance on what is
required to maintain the BFPP defense and
developing model agreements to provide li-
ability protection to non-PRP private parties
who volunteer to conduct remedial action.

As with any set of recommendations af-
fecting a program as massive and procedur-
ally-grounded as Superfund, there is much
left to do to fill in the details and fulfill the
promise of the task force. Still, after years of
largely running on auto-pilot, this first step
to improve the Superfund program holds
promise and bears watching. i



Member News

CAMPBELL NAMED TO THE DOW
JONES SUSTAINABILITY INDICES FOR
NINTH CONSECUTIVE YEAR

Campbell Soup Company has been named
to the Dow Jones Sustainability North
America Index for the ninth consecutive
year and the Dow Jones Sustainability World
Index for the eighth consecutive year. These
independent rankings recognize Camp-
bell’s leadership in supporting long-term
shareholder value while creating a more
sustainable environment and making a
measurable difference in local communities.
“Campbell is honored to be included on the
Dow Jones Sustainability Indices,” said Dave
Stangis, Campbell’s Vice President — Corpo-
rate Responsibility and Chief Sustainability
Officer. “Strategic sustainability unlocks
value in Campbell’s business objectives and
is aligned with our Purpose — Real food that
matters for life’s moments — across all areas
of our company. Integrating sustainability
into our operations is good for the planet,
our consumers and our business.”

The Dow Jones Sustainability Indices
(DJSI) and its publisher, RobecoSAM, recog-
nized Campbell’s progress in several areas
including:

Impact Measurement & Valuation,

Codes of Business Conduct, Operational
Eco-Efficiency and Raw Material Sourcing.
Campbell’s key achievements in these areas
include:

* Providing U.S. consumers with more
than 15 billion servings of vegetables
through our food and beverages, with
healthy products accounting for nearly $3
billion in annual sales globally.

* Publishing expanded Responsible
Sourcing standards.

*Expanding renewable energy projects
at the company’s World Headquarters in
Camden, N.J., and Pepperidge Farm plant in
Bloomfield, Conn.

* Continuing to reduce water use, energy
use and greenhouse gas emissions while
recycling 86 percent of waste generated.

* Eliminating 2.2 million pounds of raw
material used for packaging, for a cumulative
reduction of more than 139 million pounds
since 2009.

This exceeds Campbell’s goal to eliminate
100 million pounds of packaging by 2020.

* Providing more than $65 million in
charitable investments and in-kind giving.

INTEROCEAN ADDS SENIOR CON-
STRUCTION MATERIALS & SERVICES
ADVISOR TO FACILITATE

ACQUISITION SEARCH

INTEROCEAN

" e

InterOcean Advisors LLC is pleased to
announce the addition of Bob Stabo as
Senior Advisor in its Construction Materials
& Services group. Bob’s immediate role will
be to assist InterOcean in advising a foreign
client seeking targets in North America that
are primarily aggregates-based, but that may
also offer other downstream products—such
as hot-mix asphalt or ready-mix concrete—
and construction services, with revenues of
up to $250 million.

Bob has extensive senior management
experience in both operations and corporate
development activities within the heavy
construction materials and mining indus-
tries. During his career, Bob has led and
collaborated on more than 70 acquisitions
of aggregates, ready-mix concrete and hot-
mix asphalt operations to support strategic
growth. As a result, Bob has extensive
experience in all aspects of the transaction
process and post-acquisition integration
activities.

Bob began his career in underground
metals mining with AMAX Lead Co. in var-
ious operations and engineering positions.
Subsequently, he worked for both private
and public companies within the construc-
tion materials industry, including The
Riverstone Group, Santa Fe Pacific Minerals
and Aggregate Industries Inc.

As the principal of CMR Advisors, an in-
dependent consulting firm, Bob continues to
provide advice and support to construction
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materials clients focused on strategic growth
and refinement of operational performance.

Bob earned a bachelor of science (B.S.)
degree in mining engineering from the Uni-
versity of Missouri — Rolla and a master’s
degree in business administration (M.B.A.)
from the University of Colorado.

GOOGLE CONTINUES TO PUSH
DIVERSITY IN TECH - NOW
WITH THE 4-H CLUB

Google

Google has long invested in projects to get
kids interested in technology. Now, Google.
org is giving the 4-H club a $1.5 million
grant to help teach its 6 million members
across the country about computer science.

“We’re helping bring awareness that [cod-
ing is] not just this image they have from TV
-- a bunch of guys working alone in a room,”
said Jacqueline Fuller, president of Google.
org, the company’s philanthropic wing.

The partnership, announced alongside
the governor of Illinois at the state fair on
Friday, has been in the works for over a year.
But it is a timely example of Google contrib-
uting funds and resources to diversify the
technology field.

The company found itself at the center
of a fierce debate over diversity and sex-
ism in technology. A Google employee
was fired after writing a widely circulated
memo claiming women are not biologically
pre-dispositioned to work in technology. He
claimed some of Google’s efforts to increase
diversity, such as programs available only to
women and minorities, were discriminatory.

The tech industry can use all the people
it can get. There will be an estimated 1.4
million computer science jobs by 2020, but
only 400,000 people will have the degrees
to fill them, according to the U.S. Bureau of
Labor Statistics.

“We at Google have been thinking more
and more about the future of work, the jobs
are available now, and increasingly, the skills



that are going to help kids and adults get
those jobs,” said Fuller.

Google.org chose 4-H due to its extensive
reach and varied membership. The 114-year-
old organization has an outdated reputation
as a group for rural kids interested in agri-
culture. More than half of 4-H members are
female and 35% are minorities. Participating
kids now live in cities and suburbs as much
as in rural areas or on farms.

Fuller said Google also recognizes it’s
important to meet kids in the clubs and
programs they’re already a part of.

“Our country needs computer scientists
and 4-H has always been a part of develop-
ing leadership for the country,” said Jennifer
Sirangelo, president of the national 4-H
council. “Computer science and tech is not
just transforming coastal cities; it’s also
really important in rural communities and in
the agriculture and food sector.”

In addition to the 4-H grant, Google has
helped create a custom computer science
playbook for the club. It’s also providing the
organization with educational resources like
Chromebooks and volunteers from Google
(some of whom are 4-H alumni). In the first
year, 4-H expects to bring the program to
100,000 kids in 22 states, before expanding
across the country.

The lessons are designed show kids how
computer science relates to the topics and
real world issues they’re already interested
in, whether its weather modeling for agricul-
ture projects or using an e-textile application
in 4-H sewing clubs. 4-H had already added
other STEM programs, like teaching kids to
build robots, collect data with drones, and
experiment with alternative energy.

Fuller hopes the collaboration can help
break some of the stereotypes about who
should be interested in coding.

“You’re [not] only going to use this if
you’re a coder in San Francisco. These are
core analytic skills that are going to help you
with your passion,” said Fuller.

MACON RESOURCES INC. NAMED
NON-PROFIT OF THE YEAR

Each year, the Greater Decatur Chamber

of Commerce holds an awards luncheon

to celebrate local organizations making a
positive impact in our community. This
year, MRI was named Non-Profit of the Year.
MRTI’s Executive Director Amy Bliefnick and
MRI Day Training participant Karina Hayes
accepted the award on behalf of all staff and
individuals served.

September 21st was a great day for MRI,
and more specifically for everyone who
makes this organization what it is. On that
day, MRI was recognized by the Decatur
Chamber of Commerce as the Non-Profit
Organization of the Year.

MRI did not happen overnight. Years of
strong leadership from former Executive
Directors Kay Scrogin and Dreux Lewand-
owski, as well as many past and present
Board members, have been the driving force
behind the agency’s growth and excellence.
The staff — which is over 250 strong — takes
each day as an opportunity to show compas-
sion and inspire others to do the same.

BOEING RENEWS APPROACH TO
COMPANY’S PHILANTHROPIC
ACTIVITIES AND CHARITABLE
INVESTMENTS

BOEFING

Boeing announced in August an organi-
zational realignment, strategy update and
branding refresh of the company’s philan-
thropic giving organization.

The new organization, Boeing Global
Engagement, aims to bring greater value
to Boeing, its employees and stakeholders
through a renewed approach to global com-
munity investments and employee engage-
ment activities. The restructured Global
Engagement organization, which replaces
Global Corporate Citizenship, will remain
part of Boeing’s Government Operations
function.

“Thousands of companies give financial
support to causes but at Boeing we also
give time and talent,” said John Blazey, vice
president of Boeing Global Engagement.
“Today, Boeing is aligning its giving more
closely to our company’s core competencies
and the Boeing brand. Together with our
company’s charitable investments and our
employee’s desire to share their time, skills,
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and financial resources, we will be working
hard with our partners to ensure our new
charitable giving strategy inspires change in
the communities in which we operate our
businesses and where our employees live
and work.”

Underpinned by local and regional em-
ployee engagement activities, Boeing Global
Engagement will direct its charitable dollars
to three focus areas moving forward.

RAHCO RUBBER CELEBRATES
DIVERSITY AND LONGEVITY

Rahco
Rubber

From our beginning in 1972 with three
employees, four machines, in less than a
5,000 sqft work space to today with over
100 employees, nearly 50 presses, com-
pounding machines, fully equipped Research
& Development and Quality Control labs,
secondary automation cells and offices in
a 60,000 sqft location; we know that it is
the people on the front lines that make it
happen. “Our great asset and a core reason
for our success is our extended family, our
employees,” said Steve Anton, President.

“Everyone’s voice is heard when it comes
to enhancing established work instructions
or best practices,” said Vince Williamson,
Director of Quality.

“We are extremely fortunate to have a
culturally diverse work place and tenured
employees. Our team’s experience, work
ethics and knowledgebase can be directly
correlated to our customer’s goals and ex-
pectations,” said Jack Anton, Vice President
of Sales & Marketing.

The roles of women and our Hispanic
family members have made and continue
to make a big difference in our company;
sharing their perspectives is tremendously
important.



Welcome to the IMA

New IMA Members

VEDDER PRICE P.C.
Chicago, IL

DRINKER BIDDLE & REATH LLP
Chicago, IL

VANTAGE OLEOCHEMICALS
Gurnee, IL

MONITOR TECHNOLOGIES LLC
Elburn, IL

GREIF, INC.
Lockport, IL

ST. CHARLES STAMPINGS INC.
Saint Charles, IL

SUMMIT INDUSTRIES, LLC
Niles, IL

Calendar of Events

2017 IMA ANNUAL LUNCHEON
December 8, 2017 at the J.W. Marriott —
151 W. Adams St., Chicago, IL 60603
Schedule of Events
9:00 — 11:30am — Registration
9:30 — 10:30am — Breakout Sessions
10:30 — Noon - Networking
Reception & Exhibits
Noon - 2:00pm — Luncheon Program
Keynote Speaker: Juan R. Luciano
Chairman of the Board of Directors, Pres-
ident & CEO of Archer Daniels Midland
Company
Breakout sessions will be held from
9:30-10:30am. They are:

A. Growing Your Business Through Ex-
panded Trade Finance: LCs and Foreign
Currency

presented by Wells Fargo
B. Cyber Security in the 21st Century

presented by Ice Miller, LLP
C. Succession Planning

presented by Bank of America Merrill

Lynch and US Trust
D. Help Wanted! Helping Manufacturers
Find Talent and Skilled Workers in Today’s
Society

presented by the IMA Education Foun-

dation

LIBMAN CO.
Arcola, IL

SIERRA INTERNATIONAL
Litchfield, IL

KASKASKIA COLLEGE
Centralia, IL

ACCURATE PERFORATING CO., INC.

Chicago, IL

GEBCO MACHINE INC.
Granite City, IL

WAGNER MACHINE CO.
Champaign, IL

Sponsorship Opportunities

Event Sponsor — $15,000 (includes two
tables, premier seating)

Program Sponsor — $10,000 (includes two
tables)

Lunch Sponsor — $7,500 (includes one
table)

Networking Reception Sponsor — $5,000
(includes one table)

Gold Sponsor — $2,500 (includes one
table)

Table Sponsor — $1,250 (table of 10)
Sponsorship commitments must be
received by November 20, 2017 to be
included in the program materials.

2017 ENERGY MARKET

OUTLOOK - WEBINAR

FOR ENERGY BUYERS
Join Constellation Energy their bi-monthly
energy market intel webinar series on De-
cember 13, 2017 at 1:00 PM CDT. Register
at http://energy.constellation.com/decem-
ber 2017 _webinar registration.

JESSUP MANUFACTURING
COMPANY
McHenry, IL

II-VI EPIWORKS
Champaign, IL

CITY OF MCHENRY
McHenry, IL

KIMCO USA INC.
Marshall, IL

CROWN CONCEPTS CORPORATION
Morris, IL

IMA’S TRADE SYMPOSIUM
January 18, 2018 from 8:00 AM to 10:30
AM CDT at the Naperville Marriott Hotel,
1801 N. Naper Blvd. Naperville, IL 60563
Join us for the IMA’s inaugural Trade
Symposium.

Get your questions answered on the
following topics:

-Latest News on the NAFTA
Renegotiations

-Brexit & the Impact on U.S.
Manufacturers

-The Continued Attractiveness of

Doing Business in the EU

-Successfully Exporting to Asia

-Tax Planning Using Interest
Charge-Domestic International Sales
Corps (IC-DISC)

Featured Speakers & Panelists:
Richard Paullin, Executive Director,
International Trade Association

of Greater Chicago

Kirk Samson, Owner, Samson Atlantic

John Crouch, Director, Global Trade &
Supply Chain Solutions, Bank of America
N.A.

Helen Kim, Business Banking Senior Re-
lationship Manager, Bank of America N.A.
Andrew D. Klemens, Partner, BKD LLP

Visit http://www.ima-net.org/calendar-of-events for information, pricing, registration, etc., related to all IMA events. For more
information, contact Kimberly McNamara at kmacnamara@ima-net.org, (800) 875-4462, ext. 9371.
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Critical Cleaning in Hydraulic Pump Repair

Critical Cleaning - Rebuild
Industrial Machinery & Equipment Repair

Hydraulic Pumps & Cylinders B YD v —
Grease, Oil, Dirt & Grime NS 2;\' ir ==
Combination Cleaning =0

Mild & Carbon Steel, Castlron =

Mirachem M2750

Safety, Performance

PY -
o _%g o0_°
@ (
o ®. %9 o

ouU need to listento \\
what you don't want to \
hear. ”’

Too busy to hear yourself think?
Listen to this! This hydraulic equipment service company

, _ , , needed someone to prime the pump for
The last thing a busy repair and rebuild operation them when it came to making a safer
needs is a vendor making noise about changing 3

processes. Unless, of course, that change really can change to their critical cleaning process.
make things safer, and increase productivity at the
same time.

. Better Performance
At Crystal Clean, we know the pressure'ls on to Worker Safety
improve worker safety, take care of the environment,

and keep pumping out production. It’s our job to help. Easier EHS Compllance

More Flexibility

We also know you don’t have time for small talk. Our

equipment and service programs, and our aqueous Readl to clean up your cleaning process?
cleaning technologies, make it easy to trade up from Cal( Dean Popovich at 877-9:?’8-7948for

hazardous chemistries. Without trading down on detailed product and savings information.
performance.

Learn more about this Success Story at
Mirachem.info/ART-0108

So if it’s time to pump up your productivity and process
safety, it's time to call Crystal Clean. Now you're

Cleanr

©2017 CSS-1750



TR SRR A 7 T

Manage Your Natural Gas Supply —
Without Having to Be an Expert

AS AMERICA'S ENERGY CHOICE®, CONSTELLATION IS ONE OF THE NATION'S LEADING RETAIL NATURAL
GAS SUPPLIERS. WE DELIVER MORE THAN 1.6 BILLION DEKATHERMS OF GAS ANNUALLY TO CUSTOMERS.

Because natural gas markets are constantly changing in a volatile market, a balanced portfolio approach has
been proven to reduce risk over time. By leveraging our managed products, you manage your natural gas
supply through a transparent, structured plan — without having to be an energy market expert.

Let Constellation’s energy professionals help you achieve your business goals with a managed natural gas
strategy. Contact us by visiting energy.constellation.com/IMA.
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~ Constellation.

Illinois Manufacturers’ Association An Exelon Company

© 2017 Constellation Energy Resources, LLC. The offerings described herein are those of Constellation NewEnergy-Gas Division, LLC or
Constellation NewEnergy, Inc., affiliates of each other and ultimate subsidiaries of Exelon Corporation. Brand names and product names are
trademarks or service marks of their respective holders. All rights reserved. Errors and omissions excepted.

Constellation is the endorsed electricity supplier of Illinois Manufacturers’ Association, which receives compensation for its promotional and
marketing efforts from Constellation.



