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Protecting Ratepayers from Unconscionable Utility Rate Increases

This testimony represents our Delegation’s formal and continued work to help find solutions for constituents

who ha_ve' raised serious concerns about excessively high electricity costs, -

Our Delegation is already on the record opposing excessive electricity- and natural gas rate increases, as

outlined in several letters to the New Jersey Board of Public Utilities (BPU), most notably on February 5 and June

25 of this year.

We've heard from numetous constituents who are struggling with higher eflectricitj} bills from Atlantic City
Electric and JCP&L. 1t is imperative that these summer rate increases be analyzed to prevent similar financial

hardships from oceurring in the future.

In a state where the cost of living Is already prohibitively high, these rate increases are pushing many residents
into deeper financial distress, and it is unsustainable. This is especially true for senior citizens and individuals living
on fixed incomes who comprise a considerable segment of our constituency and are the most vulnerable to these

hikes.

To be clear, utility companies are passing costs onto ratepayets, and it is unconscionable, As utility companies
take more of our hard-earned income, we shouid not lose sight of the fact that the BPU has abandoned its mission
and is derelict in its duty to protect taxpayers. The Murphy administration’s misguided energy polices have
exacerbated this affordability problem for our constituents and are equally responsible for creating this mess.

We believe it is the core responsibility of this Legislature to reexamine its energy priovities to ensure

affordable utitity rates for all New Jerseyans,

To that end, our Delegation wholeheartedly believes that it is in the best interest of alf our constituents to
address these rate increases and consider the serious financial hardship that many New Jerseyans are experiencing,

Thank you for your time and consideration, We remain comtnitted to advocating for solutions that protect
both the financial stability of New Jerseyans and the reliability of the services they depend on.
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Good morning, Chairman DeAngelo, Vice-Chair Kennedy, and Committee members, and thank
you for the opportunity to address your committee on behalf of the New Jersey Board of Public
Utilities. The focus of my testimony today will be twofold,

First, T will begin by clarifying the various factors that contributed to increased utility bills this
summer. Second, 1 will outline what actions the Board is taking to address highet energy bills,

I'd first like to emphasize in no uncertain terms that the BPU takes very seriously every concern
brought before it by New Jersey utility customers. We recognize and appreciate that safe and
reliable utility service is critical for both residents and businesses, Most impm tantly, we
understand that deciding between staying cool during excessive heat or savmg money for other
essentials is not a choice anyone should be forced to make.

The BPU is comumitted to ensuring that utility setvice is provided to customers at the least cost
practical. The BPU is also committed to providing assistance to customers who struggle to pay
their utility bills and to providing all customers with opportunities to meaningfully lower their
bills through energy efficiency and conservation measures, as well as the adoption of cost-saving
clean energy technologies.

We understand that many customers, including those in Atlantic City Electric’s (ACE’s) service
area, are concerned by increases in their utility bills, and we recognize that there has been
confusion regarding how bills are calculated.

Indeed, rates are just one part of the overall equation reflected by customers’ utility bills.
Rather, there are several key factors that affect New Jerseyans’ utility bills, In fact, the most
significant driver of higher utility bills in New Jersey this summer was increased energy usage.
Electricity usage generally trends upward during the summer months, when households’ HVAC
systems and window unit air conditioners run more frequently and expend more energy to lower
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and maintain indoor temperatures, And we are now closing out what was an exceptionally hot
summet, one that broke extreme heat records not just in New Jersey, but across the country — and
the world. In fact, according to the State Climatologist, New Jersey just experienced its third-
hottest summer on record. July 2024 was the seventh-hottest July on record, and June 2024 was
the second-hotiest June our state has ever experienced.

As temperatures rose this summer; so too did New Jersey customers’ encrgy usage. For example,
compated to summer 2023, this summer ACE residential customers consumed 3% more energy.
Those numbers are consistent with residential customers in other service areas. On average,
customers served by the remaining 3 utilities consumed between [2% and 16% more eneigy.
Customers used up to 10% less energy in the summer of 2023 compared to the summer of 2022,
making the year-over-year comparison with 2024 even more significant. The science is clear that
climate change is causing increasingly hot summers in New Jersey and we will likely see more
of that in the years to come,

Beyond higher energy usage, we are also facmg a confluence of economic and mdusiry factors
that are driving up energy costs for every state in the region. :

First, we are seeing the demand for energy grow meaningfully for the first time in 20 years,
which is leading to a need for new energy resources to generate power - including reliable
capacity fo meet peak demand — as wel as upgrades to our electric grid.

Second, we are seeing decreased supply of electricity. Across our |3-state grid, older coal power
generation in places like Pennsylvania and Ohio are retiring, and replacement resources have
been slow to come online for various reasons not wholly in contrel of the State. This increase in
demand, coupled with the decrease in supply, is putting upward pressure on rates. In addition to
costs related to supply and demand factors, utilities must also incur costs to make critical
infrastructure improvements, ensuring our state maintains a grid that’s safe, reliable, and resilient
in the face of extreme weather events,

Higher summer temperatures and climate change are also fueling more severe and frequent
extreme weather events in New Jersey, resulting in impacts on the grid, which requires
significant investments to restore after major storms and harden in prepatation for future storms.
The factors that impact energy costs—Dboth here in New Jersey and in our broadet electricity
market, PIM — are precisely the factors that the BPU — under the leadership of Governor Muiphy
- continues to work firelessly to mitigate.

I'd now like to take a moment to speak to the Comumittee about the actions we are taking at the
BPU. Over the past several years, we have significantly expanded our energy efficiency and
customer assistance programs to help customers keep bills down.

For example, through the free Comfort Partners Program — and in partnership with electric and
natural gas utilities — the BPU helps income-eligible customers reduce their utility bills by.
implementing cost-effective measures that save money and energy while improving the comfort
and safety of their homes,
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Additionally, this year the Board approved a revised energy efficiency program for new
construction that provides financial incentives for new buildings that go above and beyond what
they're required to do to achieve high levels of energy performance and savings, The customers
who ultimately live in these buildings will be able to reap the benefits of this program ir the form
of lower energy usage and, as a result, lower energy bills.

The Board is also helping customers more closely monitor their energy usage through smart
meters being rolled out by utilities, Smart meters, which demonstrate how much energy a
household is consuming throughout the day, empower individuals to understand theit usage in
real time and can support clistomers’ energy-saving efforts and prevent customers from being
taken by surprise by higher energy bills. Just as critically, smart meters provide data about power
and usage to our ulilities to help them deliver reliable, uninterrupted service and respond more
quickly in the event of an outage.

In addition to running programs that help customers reduce their energy usage, the BPU also .
helps administer a robuist array of utility assistance programs that provide critical ratepayer relief
to New Jersey faniilies, including low- and moderate-income households. Last vear, these
programs provided over $224,7 miilion in utility bill relief to approximately 477,000 households,

The Winter Termination Program, for example, protects specific categories of customers from
having their water, wastewater, gas, or electric shut off between November 15 and March 15 of
each year. Additionally, through the Universal Service Fund, New Jersey residents can receive
monthly credits of up to $180 on their electric and gas bills. :

And, just Jast month, the BPU announced historic ratepayer relief in the forim of a one-time $175
bitl credit for more than 278,000 eligible New Jerseyans. That credit, known as the Residential
Energy Assistance Payment or REAP, will be reflected on customers’ September bills after this
extremely hot summer.

[n addition to these programs administered by the BPU, the State of New Jersey, through the
Department of Community Affairs, offers the federally-funded Low Income FHome Energy
Assistance Program {or LIHEAP), which helps low-income New Jersey residents pay their
heating and cooling bills.

As always, we strongly encourage customers to reach out to the BPU to take advantage of this
extensive suite of programs before they are faced with service disruptions.

Beyond helping to lower energy bills through reducing demand and providing bill assistance, the
BPU is laser-focused on increasing the supply of clean energy resources right here in New,
Jersey, addressing the growing demand for electricity in our region while bringing good-paying
jobs to our state. We are also committed to building our clean energy economy in a cost-effective
mannet, ensuring that the benefits reach New Jersey’s overburdened communities and others
who face barriets to accessing new clean energy technology.

For example, the $156 million Solar for All award we received from the U.S, Environmental
Protection Agency this year will help achieve over $250 million in total energy bill savings for
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residents in newly connected households. New Jersey’s Solar for All proposa! focuses on low-
income conununities and requires a minimum bill credit of 20%, steering considerable savings to
communities that have in the past been unable to reap the full benefits of the clean energy
economy,

This year the BPU was also proud to award more than | gigawatt of solar generation, including
ovel 310 megawatts in our Competitive Solar Incentive, ot CSI, Program. Together, these CSI
awards will produce enough electricity to serve approximately 42,000 homes annually. With the
lowest-cost solar projects we've ever awarded, the successful CSI program demonstrates our -
commitment to bringing down the cost of clean encrgy in New Jersey.

Finally, recognizing that energy costs are significantly affected by planning and market factors at
a regional level, the Murphy Administration is working closely with other states to advocate for
reforms at a regional and national level to make processes and policies ~ including capacity
market structures, planning processes, interconnection approvals processes, and trangmission
upgrade cost allocation — work better for New Jersey.

To conclude, increased energy bills this summer can be attributed to several economic and
envitonmental factors, the most significant of which was increased energy usage in response to
persistently high temperatures, The BPU continues to work diligently to provide customers with
tools ~ including energy efficiency and utility assistance programs — to mitigate these impacts,
while also working to address systemic factors by supporting the development of new clean
energy resources and advocating for regional market reform,

Thank you for the opportunity to address the Committee today. We look forward to continuing
this discussion with the members of this committee and all our New Jersey energy customers and
stakeholders.

If you have any questions after the hearing, please contact:

Sophia Dolashewich, Acting Director of Government Affairs
New Jersey Board of Public Utilities
Sophia.Dolashewich@bpu.nj.gov

(609) 915-9230
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' Undetstanding Electric Rates and Billing

The BPU is comrnitted to providing safe, adequate, and proper utility services at reasonable, non-
discriminatory rates to all members of the public who desire such services. The Board is tasked with
developing and implementing competitive, econotnically cost-effective energy policies that promote
responsible growth and clean renewable energy sources while maintaining 2 high quality of life in
New Jersey. :

What Goes into Your Electric Bill

Usage - This is the amount of kilowatt-hours (kWh) used during the billing period. This
amount will vary due to the number of days in the billing period, family size, appliance use,
weather, etc. For example, an older, single-speed AC unit will need to use more energy to
cover the temperature difference of your thermostat setting and the outdoor air temnperature
opposed to a new Enexgy Star, variable speed AC that would-use much less energy to cool a
home. .
o This past sumimer, New Jersey residents bave used up to 16% mote energy than the
previous summet. In the summer of 2023, usage was down compared to 2022,
ACE: 2023: -7%, 2024: +13%
JCP&L: 2023: -10%, 2024: +16%
PSE&G: 2023: -10%, 2024: +12%

o RECO: 2023 -10.8%, 2024: +15.1%
Delivery Charge - This charge is for delivering power from the power plant over high-
voltage transmission lines and then over lower-voltage distribution lines to homes and
businesses. Also included are charges for administering customer account services as well as
other costs not related to electric supply costs that the BPU allows the utilities to charge
customers. Remember, regardless of whom you choose to supply your power, yout local
distribution company will continue to provide the delivery of your electricity,
Supply Charges - This is the cost of the actual electricity, including generation and
transmission, Your electric supply may be putchased from the competitive market, if you
chouse, This section also provides your price to compare. In order to save money, you must
buy your electricity from a supplier at a cost that is less than your price to compare. Yout
price to compare may vary each billing period depending on your usage.

o 0 O

Why Your Electric Bills Vary Monthly

Billing Periods: Electric bills vary due to the length of the billing period, which can range
from 28-31 days, Your bill provides the actual ot estimated kilowatt-hours used. Be sure to
look at these figures and not just the total dollay amount of the bill when comparing monthly
bills.

Monthly Bluctuations: Your use of electricity may be different each month and will cause
your bills to vary. Weather conditions, a new appliance, 2 vacation, a-change in lifestyle, a
new baby, an additional family member, or a guest can zll affect your monthly bill,

Seasonal Use: On shotter, cooler winter days, more electricity is used due to increased
lighting, heating, and hot water use. With longer, wariner summer days comes longer use of
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air conditioners and fans, Extra trips to the refrigerator ox freezer during summer months
for cool drinks and ice also use more electricity.

o Summer and Winter Rates - Rates vary between summer and winter due to
differences in demand and supply dynamics. While the Board approves these rates,
this market structure is necessary to account for the increased strain on the system,

¢ Woeathetization of a Residence: leaky or poorly insulated homes or buildings cause increased
consumption of electricity during hot weather relative to a well weatherized house, The
below graph of temperature and cooling demand, demonstrates that cooling demand is
generally linear with outdoor temp, and that weathetization can lower cooling demand on
the order of 25% (it can range widely (10% to 50%) depending on how pootly a house is
insulated or leaky). This difference in weatherization quality is patticularly pronounced in the
suminer, which can serve as a tnain contributing factor to increased energy consumption.

impact of Weatherization |
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Why Yout Electric Bill May Not Be the Same As Your Neighbors’

Neiglaﬁors with similaz electric bills are uncommon, even if their homes are identical in size, have
the same type and number of family members, and have the same type and number of appliances.
Each family has its own unique interests and lifestyles, Some families cook a lot, use more hot water
and use appliances more often. Other families may practice enesgy conservation, These differences
in lifestyles will be reflected in monthly bills. The use of electricity varies according to a Family’s
needs, activities, numbers, age, type, and efficiency of appliances. Your bill will rarely, if ever, be the
same as your neighbors’,

Did you know an old, inefficient, single-speed AC could cost you §100’s more in your electric bills in
the summer than a new Energy Star, variable speed AC?

* Your utility offers incentives to install high-efficiency appliances, such as Energy Star ACs
. and heat pumps, as well as whole house weatherization programs, On top of that, the
Comfort Partners program is a no-cost program for low-income residents to get HVAC and
weatherization upgeades. '

Commonly Used Terms:




Basic Genetation Service (BGS). Cost of the clectric commodity (genetation, capacity,
transmission) for any consumer who has not chosen an electric generation supplict.

Billed Load. Recovers the bulk of distribution facility costs and a pottion of power plant
investment costs.

Customet Charge, Monthly charge that offsets costs for billing, meter reading, equipment,
and service line maintenance.

Delivety Service Charges. Charges for the use of local wires, transformess, substations,
metering, billing, other equipment, and other activities used to deliver electricity to
consumers from high-voltage power lines.

Estimated Reading. On the months where a utility does not read a meter, the bill is
calculated based on past electrical usage.

KWH (Kilowatt Hour). A unit of measure for electricity usage equal to 1,000 watts used
for one hour,

Multiplier. A number used in the calculation of kilowatt hours. The difference between
meter readings is multiplied by this number to determine kilowatt hour usage or KW/KVA,
Price to Compate. Price per kilowatt hour to be used when compating to the price of a
third-party suppliex. ' ' .

Payment Plan (Budget). Customers enrolling in budget billing allows the distribution of
costs more evenly over the year by billing an average amount each month.

Prorated Bill, If this is on your bill, the current billing petiod is for less than (or more than)
an average billing period.

Setvice Charge. Charge for opening an account.

Societal Benefits Charge (SBC), Charge to recover costs of low-income assistance and
weatherization, energy conservation programs, manufactured gas plant remediation, and
consumer education on competition.

X




Assistance Programs to Help Lower Your Energy Bills

The Division of Customer Assistance handles verbal and written disputes, and information inquiries.
Customers may contact the Division with complaints regarding service delays, lack of service,
discontinuance of service, payment arrangements, high bills, deposit requests, and incurred or high
rates.

Assistance Programs:

Residential Enerpy Assistance Payment (REAP) — REAP- eligible households will receive a one-time
$175 bill credit automatically applied to their electric or gas utility bill during summer 2024 if they

were enrolled in the Winter Terminaton Program duting the 2023-2024 winter season. For more

information call your utility company or go to: https://www.nj.gov/bpu/assistance/ reap/.
Winter Termination Program (WTP) protects specific categoties of customers from having their

water, wastewater, gas or electric shut off between November 15 and March 15 of each year, For
more information call your utility company. For more information about WTP ar the other utility

assistance programs listed below, go to: https://nj.gov/bpu/assistance/programs/.
Universal Service Fund (USF) provides monthly credits of up to $180 on electric and gas bills to

help make bills more affordable. Credits are based on the amount you spend on energy over a
certain percentage of income. For more information call 2-1-1,

USF-Fresh Start - Eligible electric and gas customers with overdue balances of $60 or more will be
automatically enrolled by their utility company into the Fresh Start program when they enroll in the
USF program. Fresh Start provides forgiveness on the overdue balance amount that existed at the
time of USF entollment. Fresh Start is available once every five years. For more information call 2-
1-1 ot your utility company. '

Home Energy Assistance Program (HEAP) helps New Jersey households pay for heating costs and

cettain medically-necessary cooling expenses. Renters who have their heating costs included in their
rent may also qualify. Applications for HEAP ate accepted from October 1st through june 30th,
The HEAP program shares its application with the USF progtan so customers can receive benefits
from both programs at the same time. HEAP is administered by the New Jersey Departiment of
Community Affairs. For more information call 2-1-1.

Lifeline provides an annual energy benefit of §225 to qualified seniors and the disabled. The benefit
can help eligible homeowners and rentets with electric and/or natural gas costs. Lifeline is
administered by the New Jersey Department of Human Services. For more information about
Lifelitve, call 1-800-792-9745,

Payment Assistance for Gas and Blectric (PAGE) provides relief on gas and electric bills for low- to
moderate-income New Jersey households. Those who are income-eligible for USF should apply for
USF first before seeking supplemental assistance from PAGE. PAGE is administered by the non-
profit organization New Jersey SHARES. For more information call 866-657-4273.




NJ SHARES provides assistance to income-eligible New Jersey households for paying their energy,
telephone, broadband (internet), watex, tax and mostgage bills. Help is also available for municipal
utility customers. For more iaformation call: 866-657-4273 or go to www.njshares.org/programs/

Utility Customer Bill of Rights - Please familiarize yourself with yom tights as a ul;lhtyr customet in
New Jersey: Utility Customer Bill of Rights.

Energy Efficiency - New Jerseys investot-owned electric and gas utilities offer energy efficiency
programs ditectly to their customers, helping everyone reduce their carbon footpunt Pi.ogmms
available to residents:

- Existing Buildings: Equipment Upgrades, In-Store Discounts
- Existing Buildings: Appliance Rebates, Appliance Recycling
- FREE Income Eligible Upgrades

Comfort Partners - # free program that helps income-eligible customers reduce their utlity bills
through implementing cost-cffective measures that save energy and money while improving their
hotme's safety and comfort at no cost to them, Through Comfort Partners, the New Jersey Boatd of
Public Utilities (BPU) and your electric and natural gas utilities partner with you to reduce your
energy use and utility bills, improve your comfort, and increase the health and safety of your home,

Community Solar Energy Program - provides incentives to eligible community solar Facilities to
enable the continued efficient and orderly development of solar electic generating sources
throughout New Jersey.

- With support from the Legistature, the Boatd is expanding the otiginal 225 MW capacity
under the Community Solar Energy Program to include an additional 275 MW (dc). This
capacity will be allocated among the four EDCs: 33 MW for ACE, 79 MW for JCP&L, 158
MW for PSE&G, and 5 MW for RECO service territories. Any capacity remaining as of
June 1, 2024, will be set as the initial CSEP capacity block for the associated EDC for EY
2025, The CSEP online portal opened to new CSEP registrations on May 15, 2024, at 12:01
AM EST,

Utility Assistance Events - Since COVID-19, BPU has held numerous Utility Assistance Day
(UAD) events throughout the state. BPU has attended to over 8,000 low-—to moderate-income

New Jeusey residents and counting, BPU is planning more events in the upcoming months to bring
utility awareness to low-~to moderate-income comimunities and to provide a one-stop shop to
residents in need of utility assistance. These events aim to help New Jersey residents who are eligible
for the State's utility assistance progratns receive help on the spot, as well as local and faith-led
conmumunity assistance opportunities,

- Our next UAD event is scheduled to be in Newark on October 21st, 9:30 —4:00 and will be
at the Metropolitan Baptist Church 149 Springfield Ave, NJ 07103,
- The time and location for BPU’s next UAD in Cumberland County will be announced soonl

Having an issue with your utility or cable providet?

Utility Complaints (T'oll Free): (800} 624-0241
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Cable TV Complaints (Toll Free): (800) 624-0331
File a Complaint Online

The Division of Customer Assistance reviews online complaints daily. Online complaints are only
processed during normal business houts (9 a.m.—4 p.m.). If the matter involves a gas leak,
discontinuance of service, or any other situation that requites immediate action, please call {800)
624-0241.

- To submit your utility or cable complaint electronically, please click hicte,
- For slamming complaints, please click here.
- For Third Party Supplier Complaints, please click here.

Written Complaints
Please direct written complaints to

New Jersey Board of Public Utilities
Division of Customer Assistance
44 South Clinton Ave, 1st Floor
PO Box 350

Trenton, NJ 08625-0350

Request a Formal Hearing

Under the Board's Rules of Practice, N.J.A.C. 14:1-1, et seq., you may file a petition, which is a
request for a formal heating, At this time, due to testrictions in place to protect health and safety
during the COVID-19 statewide response, all filing with NJBPU should be conducted electronically.
For details about requesting a hearing, please consult NJBPU’s updated COVID-19 petition filing
procedures and our e-Filing instructions.
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How Can Customers Control Their Energy Consumption
Hot Weather: Tips to Save Enetgy

Stnart Meters are a utility efficiency tool that helps utilities manage their energy needs mose
effectively and improve seliability in real timne rather than a monthly overview. Smart meters ate
gathering morve detailed readings of customers’ usage. This allows customers to better understand
their electricity usage on their own and empower individuals to be more thoughtful in their energy
consumption by seeing how much energy is being consumed throughout the day and encourage
energy saving habits, ' '

Beat the heat and lower your bills. Keep your blinds and curtains closed during the day to block out
heat, so your air conditioner works less and saves energy.

Recycle old appliances. Replace old, inefficient, energy-sapping appliances (refrigerator, freezer, air
conditioner, oven, etc.) with high efficiency models.

Maintain the appliances you have. Get your appliances checked for energy efficiency annually and
change your air filters regularly. Replace old appliances, including room air conditioners, with
energy-efficient options. This will help your home run as efficieatly and cost-effectively as possible.
Efficient ENERGY STAR® appliances can also reduce overall energy use and costs by up to 30%.

Mind the temperature, Use less hot water and decrease the temperature of your hot water-for-
showers, washing machine, and dishwasher. Also, adjust the home’s thermostat to 76 t0.78 degrees
to keep cool while avoiding high electric bills,

Use a portable ox ceiling fan to circulate the pre-cooled aix in your ait-conditioned home, A fan uses

about 90% less energy than an air conditioner.

Adjust air conditioners and fans to a low setting, It'll take longer for the aix conditioner to cool your
home, but your unit will being in steamy air at a slowey rate and make you feel more comiortable.

Maintain a_constant temperature in the refrigerator of 36 to 38 degrees for maximum effectiveness.
The freezer should be kept at 15 degrees.

Organize the fridge wisely, Place the most frequently used items in one place so that the door will be
open for a shoster petiod of time.

Electricity-8aving Tips

Reset your thermostat. Lower the heating system temperature in winter and increase the temperature
in summer for your central air conditioning systems. Duting winter, try 60 degrees at night, and 68
while you are home.

Weatherize your hone in preparation for winter, and install storm windows, which reduce heat loss
through windows 25 to 50%.

Wash your laundyy with cold water whenever possible. To save thousands of gallons of watex per
yeat, wash full loads in the washing machine, or if you must wash 2 partial load, reduce the level of
water. Depending on the clothes and your water hardness, many homeowners can wash clothes with
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How the BPU is Ensuring the Utilities Provide Reliable and Safe Service to

Customers

The New Jersey Board of Public Utilities (NJBPU) functions as a quasi-judicial body, similar to a
court or judge, where anyone can file 4 petition requesting action within its jurisdiction, often by
utilities, tatepayers, or interested parties, or initiated by the Board itself. The petition may be retained
by the Board or sent to the Office of Administrative Law {(OAL), where an administrative law judge
makes an initial decision that the Board can accept, reject, or modify. The process involves public
hearings, briefs, discovery, and testimony, with the petidoner, Board staff, and the New Jetsey
Division of Rate Counsel {representing ratepayets and consumers) as parties, and potential
interveners or participants meeting certain standards. ‘The public can voice opinions at public
hearings, and the Board decides the case at a public agenda meeting, issuing an order explaining its
decision, which can be appealed to the Appellate Division of the New Jersey Superiot Court.

What Is The Rate Case Process?

1. TFiling a Rate Case: Investor-owned utilities file a rate case before the Board that
desctibes the request with suppostive data.

2. Pre-Hearing Conference: The utility, BPU Staff, Division of Rate Counsel and other
interested parties establish a procedural schedule.

3. Evidence: Additional information ot evidence on the utilities application for new rates
is presented as part of the discovery process and allows rest;mony ftom WLtnesses in
advance of the formal hearings. ' '

4, Public Input Hearings: Held by the utility across their service territory to allow it’s

" customers to challenge or suppost the rate filing. Wiitten and/ot oral comments become
part of the record reviewed by BPU in making a final decision,

5, Evidentiary Heating: Overseen by an Administrative Law Judge (ALJ), onIy takes
place when the parties do not agree.

6. PFinal Rulings: Once all evidence is in the record, the ALJ sets a briefing schedule, and
will close the record after the submission of briefs and issue an Initial Decision.

7. Order: After exceptions and replies to exceptions are filed, the BPU will consider the
Initial Decision and either approve, reject, or modify it. The BPU’s final order will
specify any approved rate changes and when the rates can become effective.

Infrastructure Improvement Program

Infrastructure Investment Programs — The putpose of an Infrastructure Investment Program is to

provide a rate recovery mechanism that encourages and supports necessary accelerated construction,

installation, and rehabilitation of certain utility plants and equipment. As set forth in the [I&R
Regulations, such investment would occur in 2 systematic and sustained way to advance
construction, installation, and rehabilitation of utility infrastructure needed for continued system
safety, reliability, and resiliency, and sustained economic growth in the State of New Jersey.

Sociatal Benefits Charge Credit Program

The SBC Credit Program allows commercial and industrial (C&I) ratepayers to establish a credit
against their SBC contributions. The credit will be equal to one-half of the costs incurred for the
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purchase and installation of CEP-supported energy efficiency products and services in the preceding
calendar year, and up to 50% of the SBC contributions for a given year, per utlity account. Credits
will be issued upon project completion and verification that all program requirements are met. The
credits will be issued based on the customer's priot year payment of the SBC.

- What is the Societal Benefits Charge?

New Jersey electric and gas utilities' tates include funding for programs that provide societal benefits
such as low-income programns, gas plant remediation, suclear plant decommissioning, social
programs such as the Universal Service Fund and Lifeline, and the Clean Energy Program (CEP),
New Jerseys' 1999 Electric Discount and Energy Competition Act (EDECA) authorized the Board
of Public Utilitics to permit utilities to continue collecting funds for these types-of programs in a
restructured utility market through a “societal benefits chatge” or SBC, SBC funding of the Clean
Energy Fund has been at the same level for multiple yeats.

Customer Assistance Programs

The Division of Customer Assistance handles verbal and written disputeé, and information inguiries,
Customers may contact the Division with complaints regarding service delays, lack of service,
discontinuance of service, payment arrangements, high bills, deposit requests, and incurred or high
rates, For more about our Customer Assistance Programs, please visit Board of Public Utilities |
Customer<be />Assistance (nj.gov).

For the cutrent program year $209,084,530 has been allocated toward the USF, Fresh Start and
Lifeline programs, However, the Board's USF and Fresh Start programs are fully funded through
the electric and gas ates, meaning customers receive whatever they qualify for and any over or
under-recovery is trued up with the utilities in the following year’s rates adjustment.

Duting the last full program year approximately $245 million was disbursed in utility assistance
grants for the USF, Fresh Start, PAGE and Lifeline programs.

Beginning October 1, 2024, USF customers will only be able to patticipate in the Fresh Start
forgiveness program once every five years. The PAGE program has approximately §4 million
budgeted for calendar year 2024, PAGE is funded by the Unclaimed Utility Deposit Trust Fund;
however, supplemental funding could potentially be allocated through the USF program’s electxic
and gas rate adjustment, '

Grid Modetnization

As new technologies emerge from the energy sector, the electric grid must be modernized to ensure
Distributed Energy Resource (DER) technologies such as eneigy storage, solar PV, electtic vehicles,
etc,, can be integrated to the grid to meet our increasing enetgy needs. Modernizing the grid will
allow for additional energy capacity, increase resiliency and reliability, and reduce environmental
impacts at a lower cost on rate payers.
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Clean Enerpy

Our statewide programs offer incentives, programs, and services that benefit New Jetsey residents,
businesses, education and non-profit entities, and government entities to help them save energy,
money, and the environment.

As this sector continues to evolve and mature, clean energy technologies continue to prove to be
more reliable and more cost effective than fossil fuels and result in savings due to lower operating
expenses. Clean energy markets provides mote predictable costs than fossil fuel products and
protect consutners from fossil fuel price shocks, avoid physical supply shortages, and enhance
energy security.

'The goal of the Division of Clean Energy (DCE) is to promote responsible growth and clean
renewable energy sources while maintaining a high quality of life in New Jersey. Through its
programs, the DCE offers education, outreach and financial incentives to residential, commercial
businesses and industry, schools, and governmental customers, Programs are comprehensive and
complementary, and focus on providing technical and finaneial assistance and provide project
development assistance from information on best practices to rebate payments and financing tools.
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Who Is PJM?-

PJM Interconnection ensures the reliable flow of power Lo 85 million people in 13 states and the District of Columbla.
We are similar to an air traffic coniroller but for the electric grid, We don't own the high-voltage transmission lines that
carry electricily, but we direct and balance the flow of that power throughout our region and to and from neighboring
regions. In addition to reliable operations, PJiv als plans necessary enhancements o fhe transmission grid to
ensure reliability into the future and operates the electricity markets within ifs region lo compelitively procure capacity
and to meet eleclricity demand in real time. The purpose of these electricity markets Is to cost-effectively reinforce
reliable grid operations, PJM is federally regulated by the Federal Energy Regulalory Commission (FERC) Our core
business functions save consumers between $3.2 billion and $4 billlon in enefgy costs annually.

The U.S. Grid Is in an Energy Transition

As with the entire U.S. electric grid, PdM Is experlencing an aceelerafing transition toward renewable energy. Policles
and consumer choices are shifting the grid away from dispalchable thermal (coal, gas, nuclear) generalion resources
toward rescurces with little-to-no carhbon emissions. PJM has a generation interconnection queue that mostly
comprises (~98%) intermittent generation, such as wind and solar, as well as battery technology. Thus, PJM has
affirmatively stated that we are in an energy transition to a changed resource mix and a greener grld.

Market Fundamentals: A Tightening of Supply and Demand

As the energy transition accelerates, trends have developed that warrant addiilonal attention. The grld is now
experlencing whai PJM forecasted in its 2023 Resource Retirements, Replacements and Risks (PDF) paper: The
loss of generation resources is outpacing the addition of replacement resources amid accelerating growth in
consumers' demand for electricity, This Is an {ssue confronting grid operators theougheut North America,

Tollustrate this point, this past summer, PUM had fewer resources to draw on compared (o the previous summer —
approximately 182,500 MW of installed capacity was available In 2024, compared to the summer of 2023 when
approximately 186,500 MW was on the system. In terms of demand for electricity, the forecasled peak demand for
electricily for this past summer was approximately 151,000 MW, compared to 2023 when the simmer peak load was
147,000 MW. This reduction |n available supply with the projscted increase in demand results In a year-over-year net
difference of 8,600 MW, While PJM anficipates the addiiion of new generating resources in the coming years, PJM is
also projecting that demand for electricity will continue to grow at a material rate over lhe next decade as deplcled in
{he fine chart in Flgure 1, below
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Figure 1. PJM Summer Peak Demand {15-Year Forecast)
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Maintaining Resource Adequacy and Reliability

PJM has analytically studied and will continue to study the Impacts of the energy transition described above. Based
on our analysls, we have observed a few trends that, when taken in the aggregate, will create & reliabillty concern
around resource adequacy laler into this decade,

« Flrst, the rate of electricity demand is anticipated to increase significantly in the future due to the electrification of
the transportation and heating sectors. There has also been a significant near-term ingrease in the development
of large data centers in the PJM Service area, each of which consumes electricily In very. high volumes.

= Second, the pace of refirements of existing fossil-based resources, largely due to stale and federal policles, is -
clearly outpacing the construction of new renewable resources. There have been a variety of reasons cited for
thls lag in construction, including supply chaln, state and local siting challenges, and tssues related to project
financing.

o Finally, the thermal dispatchable generators slated to retlre are those that have historically provided the grid
balancing services necessary to reliably operate the system, Longer-duration batteries and potentially other
technologles could also serve in this role in the future If they can become more cost-affective and are deployed
al scale.

Capacity Auction Results Signal Need for Additional Resources

Simitar to other grld operators, PJM conduets auctions to procure supply resources in advance of a future delivery
year {0 mest the electric needs of customers in PJM's service area. This auction for capacily resources, known as
the Base Residual Auction {(BRAY}, is lypically held thres years in advance of the delivery year, However, the auction
calendar has recently been compressed {o accommodate FERC's revisw of changes to PUM's capacity market rules,
and some auclions will be conducted closer fo the delivery year.
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The most recent BRA was conducted In July 2024, and the auction competitively secured resources to meet the
reliabillty requirement for the 2025/2025 Delivery Year, which beglns on June 1, 2025, However, auction prices were
significantly higher due to decreased electriclty supply caused primarily by a large number of generalor retirements,
combined with increased electrlcily demand and the Imptemeniation of FERC-approved market reforms,

As noted In Figure 2, below, lhe auction produced a price of nearly $270/MW-day for much of the PJM footprint,
including all of New Jersey, compared to almost $29/MW-day for the prior 2024/2025 auction. Two additional zones
(BGE and Dominion) cleared af zonal caps due to Insufficient resources inslde those zones and constraints on the
transmission system that limit the ability to import capacity. Taken fogether, these higher prices send a clear
investment slanal across PJM's region that additional generaling resources are needed,

It is important to note that these capacity auction results represent wholesale prices, nof retal prices, While
wholesale capacily prices may uftimately be refiecied on a retail customer's utility bill, there are several factors that
can mitigate or affec! the timing and magnitude of the rate Impact {(e.¢., the fillng of z lccal distribution utility's rate
case with the 8PU). Notwithstanding, the resulls of the recent capacity auction have had no effect on the utility bills of
New Jersey censumers to dale, and any possible rate impacts will not oceur undll June 1, 2025, af the earllest.

The next BRA, for the 202672027 Delivery Year, is currently scheduted for December 2024. As PJM prepares for this
next auclion, there are early indications thaf the recent market results should incent additional capacily resources to
parilcipate.

Figure 2. PJM Base Residual Auction Resulls for the 2026/2026 Dellvery Year (by Local Dellverabliity Area)
. . oy — -
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Replacement Generation in the Interconnection Queue

PJM has made significant strides in reforming the generation interconnection qiseue so as o speed up the
interconnection of projects in the queue that have bolh financial wherewithal and site conlro]; The following figures
llustrate the current state of the queue in terms of its composition of resources (Figure 3) as well as the progress
that PJM has been making toward implementing FERC-approved reforms lo shorten the processing times and
increase the overall efficiency of the queue (Figure 4 through Figure 6). It is also important to note that
approximately 38,000 MW of generating resources (mostly solar) have already been processed through the
interconnection queue but have yet to connect to the grid. See Figure 5. Finally, Figure 7 lllustrates the total number
of projects (i.e., 488} expected to clear the queue in 2024-2025, including 20 projects located in New Jersey.

Figure 3. PJM Queued Capacity (Nameplate) by Fuel Type (“Active” in the PJM Queue as of Aprit 1, 2024)
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Figure 4. Interconinection Process Reform Timeline
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Figura 5. [nterconnection Queue Breakdown and Timeling
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Figure 6. U.S. Interconnection Queues - S&P Global
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Figure 7. Projects To Clear PUM Interconnection Process In 2024 and 2025

Frojects To Clear PJIVl Interconnection Process in 2024 and 2025

Number  Total Narnaplate (Updatad for Transition Cycle I a5 of Aug. I, 2024)
ByState of Projects Capacity {in MW) Storage, 11.9%
DE . 1 120.00 ! . o
I 62 10,861.95 Wind, 5.6%
IN 63 11,568.64 Solar + Storage, 10.4%*
KY 33 .3,568,50 =T : ’ '
MD 6 - 1,25.00 o Ongr}alt ) | S
M B 867.20 759[‘]’; 0" a @ Merchant Transmission, 7.4%
NG 21 1,642.90 (LI MW l o
Nd 20 1,204.80 Projocts withdrawn from 280N Other, 3.1%**
O 62 7,829,490 2024 & 2025 quate: )
PA - 91 369610 14,298 mw \ o~ Offshore Wind, 5.9%
VA 107 11,967.50
wv 14 . 1,154.00 ®: - - Solar, 66.8%
Total 488 56,646.00 *Indudes one comblned Wind & Sclar facitity of 199 MW
Please note sone prajects have reduced project megawolts, **Other: Naturul Gos (1.646.7 MW, 3.0%) ond Hydro (ST MW, 0.19%)
Conclusions

»  PJM understands that highér energy costs materially impact all consumers in New Jersey and throughout the
region we serve. While a shrinking supply of energy and capacity, comblned with increasing demand, wilf result
fn upward prassure on wholesale and relall prices, certaln actions can be taken to minimize those rate impacts.
As noled, any rate Impacts assoclated with PJM's most recent capacity auction will not ocour untll June 1, 2025,
at the earllest,

«  Specifically, while PJM leaves the determination of energy polley to stale and federal govarnment, we
respectfully urge that policymakers:
o Avold policles meant to push generation resources off of the system untll an adequate quantily of
replacement generation is online and has been shown lo be operational,

o Analyze your slateflocal challenges in the deployment of new generalion rescurces and electricity
infrastructure, and enact policy to facilitate greater/quicker construction,

o PJMis working lo advance state energy goals ike offshare wind transmissicn planning with New Jersey, as well
as taking"a series of steps lo try and maintaln reliability as we progress lhrough the energy transition. For more
information on PJi's efforts, please visit the Ensuring a Reliable Energy Transition webpage on PJM.com. it
outlines the organization's reliability concerns, the actions PJiM is advancing to help aileviale lhose concerns,
and all of the studies produced in support of these afforts.
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Good morning, Chairman DeAngelo and members of the Assembly Telecommunications and
Utilities Committee. My name is Phillip Vavala, Reglon President for Atlantic City Electric and |
appreciate the opportunity to speak to you today about the recent influx in high customer electric
hills, Atlantic City Electric’s efforts to communicate with customers about the increases, and the
resources available to help lower energy usage and assist customers with bill payments,

Each customer's bill Is unique and can vary from energy use, to supplier, to clean energy solutions
like solar. Our goal is to ensure customers are well-informed about the factors affecting their bill
so0 they can betler understand rates and consider all potential ways 1o save energy and money,
Customers receive extensive information regarding energy efficiency and assistance programs.
And while we communicate to customers about bill impacts, we heard our customers’ feadback
and concerns and began taking steps this summer through email and social media to share bill
impact information. We continue our direct customer communications explaining rate changes.
On Monday, we sent a customer communication explaining that as we transition from summer to
winter rates, customers may experience a five percent decrease In their bills on average. In less
than.24 hours, Monday's winter bill impact email was opened by nearly 100,000 Atlantic City
Electric customers with further plans te share this information through other channels.

Extreme summer heat combined with changes in rates and cost of energy have led to fluctuations
in customers’ bills. New Jersey experienced the second hottest June on. record, with a nearly
eight percent temperature increase from June 2023 to June 2024, July was the seventh hottest
month on record. As a result, the company saw residential usage on average in Atlantic City
Electric's service area for June and July increase 20 percent compared to last year,

Recent studies have revealed that New Jersey residents are using energy more than ever before,
causing equipment fo work harder. This increased energy demand, coupled with Inflatlon and
exireme weather, are contributing factors affecting energy bills.

On average customers experienced an additional 20 percent bill increase compared to the
previous summer due to several factors affecting both supply and distribution rates.

The supply rate is the cost of the electricity a customer uses, and that rate changes based on the
purchase cost of electricity. It is a pass-through cost that the company does not profit from.
Customers expertenced a 13 percent impact due to supply rate increases when compared to July
2023. Customers can shop for third-party energy providers for the supply portion of their bill.

The distribution rate, which increased by 5 percent, allows the company to continue investing in
reliability and modernization upgrades {o beiter serve customers. Distribution rates also address
severe storm damage and help us invest in making the grid more resilient against future storms.
Our customers are receiving value in the quality of their energy service through these ongoing
investments to enhance the local energy grid, resulting in customers experiencing the lowest
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frequency of electric outages ever in 2023 while supporting a 45 percent overall decrease in
outages over the past 10 years. » :

Atlantic City Electric understands that shifts in monthly bills can have significant impact to our
customers, and that's why we work to empower customers to better manage their energy use and
have programs supporting those who-may be struggling to meet their energy needs or are facing
financial hardship.

For example, Budget Billing averages a customers’ annuai energy cost to create a balanced and
predictable monthly hill that helps customers know what to expect each month in their bill and
avoid seasonal peaks while stili getting to view actual energy usage. .

Additionally, our recently deployed and activated smart meters enable tools that help customers
save monhey and energy. Let me -emphasize that Atlantic City Electric has found there Is no
correlation to higher energy bills and the installation of a new smart meter. In fact, the tools
enabled by an updated smart meter can help customers better monitor their usage with features
such as high bill alerts and have better insights with more detailed dally energy use information,

Smart meters enable tools such as high usage alerts that notify customers whern thelr usage goes
beyond-a customer-set level, allowing customers to better predict bills and adjust energy usage
with customized energy saving tips to keep costs down. . .

Customers can also identlfy increased energy use by the hour and make adjustments at higher
usage times such as adjusting the thermostat a few degrees, turning off unnecessary lights or
devices, or closing blinds during direct sunlight in the summer,

Atlantic City Electric also works closely with community partners to connect customers with state
and federal energy assistance grants. In 2023, Atlantic City Electric helped more than 37,000
customers secure approximately $51.5 million in energy assistance that helped customers pay
their energy bills with no requirement o pay back. .

We have also launched an Assistance Finder tool which allows customers fo find personalized
program recommendations for financial assistance, bill management and energy efficiency. We
are also working with community partners to better support customers who may not have access
to the internet gel connected to energy assistance if needed.

Some examples of ho or low-cost energy efficiency programs include Quick Home Energy Check-
ups, appliance recycling, HVAC and Energy Star rebate programs and available discounts, and
Atlantic City Electric's Marketplace that offers discounted energy saving products such as
programable thermostats. *

Finally, we've dedicated a portion of the Allantic City Electric website to educating our customers
and addressing their concerns. We ask our customers to visit atlanticecityelectric.com/BillSupport
where they will find additional information on understanding their energy bill, rates and more.
Customers can aiso contact our Customer Care team by calling 800-642-3780.

In conclusion, Atlantic Clty Electric understands and hears our customers concerns and we are
here to partner with our customers to help them better understand their bill and tools that are

1%




() atlantic city
electric”

AN EXELON COMPANY

available so that they can take control of their energy usage, save money and energy, and connect
with energy assistance, if needed.

[ thank you again-for the opportunity to testify and welcome any questions,
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PSE&G combined bills under 3% of median NJ Income and under
2% for low income customers who take advantage of eligible
programs
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PSEG provides a compelling value

for our communities

NJ Spend
~32.68
~$§2.40 5
~34.18 ~$1.68 : Substantial
investment fn
New Jersey
economy
2020 2021 2022 2023
Total Diversity Spend
~$1.18
5056 -31.08 Continued
~$0.68 ngth in
spending with
j diverse businesses
2020 2021 2022 2023

Cerporate Citizenship & Economic
Development

v Jobs - PSE&G progrems drive [ob erestion and sustain
thousands of skilled Jobs throughout PSEAG and our paitnars
and contraclars; ASELS supportad more than 2,560 hires (1 as
pactof Claan Energy Jobs Pragram In collaboration with NJ's
Council an tha Grasp Economy

+  PSEG's Corporate Citizenship focuses on eraating 4 positiva
Impact In tha communities we save

With aver $12} in giving in 2023, the PSEG Foundatlion
and Corparate Social Respansibllity support sirategic
parinerships and actvitfns, chariietls giving 2s well as iniind
donations, and a mbust employes-giving pragram

+ Over 3,000 employees voluntearad 24,000 hours in 2023
wilh hundreds of locat arganizations, and PSEG exacullves
aaving on boards of 60 non-profits

(1) As o Jurss 30, 2024,
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Good afterncon, My name is Michele O’Connell, and | am the President and CEO of Rockland Electric
Company {(RECO). | am pleased to testify before the Assembly Telecommunications and Uti_ﬂties
Committee today to discuss the critical importance of electricity rates, thé recent factors that have
slgnificantly impacted them, and the steps we ara faking to assist our customers. As we navlgate an
increasingly complex energy landscape, it is essential to understand how varlous elements—mcludmg
inflation, operational costs, and supply chain challenges—affect the rates our customers pay.

At RECO, a subsidiary of Orange and Rockland Utilities and Con Edjson inc,, our gurdlng prmmples of
safety, operational excellence, and enhancing the customer experience drive everyth}ng we do. We
provide electric service to approximately 75,000 customers in parts of Bergen, Passatc! and Sussex
Countles. Together with Orange and Rockland Utilities we contribute to the Iocal_econqmﬁ By supporting
3,500 direct and IndlrECt jobs, with Rockland Electric alone providing $16 million in contracts to small”
businesses and minonty and women owned businesses, and contributing $26.7 milllon in local and state
tax revenies,

Our mission is to deliver energy that is safe, reliable, and sustainable while actively engaging with cur
customers to understand their needs. We are committed to offering tailored programs and services that
empower our customers to manage thelr energy usage effectively and improve their overall guality of
life in the communities we serve. We have and continue to Invest In the grid to ensure Its reliability.
This includes $19.8 million in storm hardening and selective undergrounding investment over the last
two years. We believe investments such as these are integrai to a reliable and resilient grid.

RECO customer bills are made up of three key components: supply, dellvery, and taxes. The supply
portion of the bill reflects the cost of electricity itself and delivery charges cover the cost of transporting
electricity from generation sources to customers. Finally, taxes are applied as required by state and
federal regulations, Together, these three components make up the total cost on a RECO utility bill, As a
regulated utility, the delivery rates we charge our customers are established through a robust rate case
process, This process includes a thorough and detailed review of a utility’s rate request, public hearings,
and a determination as to whether the rates serve the public interest and maintaln reliable service,
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In our service area, electricity rates have been shaped by numerous interconnected factors, Inflatlon has
led to increased operatlonal costs across the energy sector, impacting expenses related to matertals,
tabor, and maintenance, while rising energy demands—fueled by population growth and the
electrification of sectors like transportation and heating—have placed further strain on our )
infrastructure, necessitating significant investments to maintain safaty and rellability,. Moreover,
extreme weather events have become more frequant and severe due to climate change contributing to
increased usage, particularly during this summer—the third hottest since 1966—with typical RECO
customers seeing usage rise by more than 15% on average. Together, these factors create a complex
environment that drives costs and places upward pressure on rates.

We understand the challenges that higher energy bills can pose for our customers, and we are actively
workmg to support them. We are committed to continuing to offer a range of programs that offer
meaningful discounts and more flexible payment terms, Including:

+ Deferred payment agreements, which more than 1,000 customers currently use to spread
payments over time;

» Payment extensions, which provide additional time for customers to make payments;

= . The Universal Service Fund, which provides discounts for low-income customers, for whcch we

" planto implement a new online enrollment option Imminently;

+ Collaboration with customers and local and state government agencies to facifitate the receipt

of public assistance, including for example the Low-Income Home Energy Assistance Program,

Fresh Start, NJ Shares, the Residential Energy Assistance Program, and NJ Lifeline; as. well as;

s Level payment plans that allow customers to pay in equal monthly installments over the year
even as their bills change, thereby reducing the impact of billing volatility.

In addition to these initiatives, we encourage our customers to manage their eﬁerg'y usage as the most
effective means of controlling costs, With the help of Smart Meters, customers have access to detailed
daily usage Information, high-bill alerts and get tips on how to avold them. Additianally, the Company
provides customers with weekly reports summarlzing thelr utility usage. These measures are
supplemented hy energy-saving tips and incentlves for making energy-efficlent upgrades to homes and
businesses, which can be accessad through our website.

in conclusion, Rockland Electric Company remains steadfast in our commltment to our customers,
ensuring that we provide reliable electricity while managing the challenges posed by a dynamic energy
environment, We understand that many customers are facing financial pressures, and we are dedicated
to implementing programs and strategies that will help alleviate these burdens, particularly for our most
vulnerable populations. By investing in infrastructure improvements, promoting energy efficiency, and
enhancing our customer assistance programs, we aim to create a more sustainable and equitable energy
future for everyone we serve,

Thank you, again, for the opportunity to taik about this important issue. | look forward to answering any
guestions you may have.
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Introduction

Thank you Chairman DeAngelo, members of the Telecommunications and Utilities
Committee and other legislators for inviting me today to discuss this important topic. My name
is Brian Lipman, and I am the Director of the New Jersey Division of Rate Counsel. My office
is a state agency representing the interests of ratepayers. We are involved in all matters before
the Board of Public Utilities (“BPU” or “Board”) where a regulated utility seeks o change its
rates or terms of service, We also appear before the Federal Energy Regulatory Commission
(“FERC”) and we are a member of PIM, the regional giid operator. We have, at times also
appeared before the Federal Communications Commission. Finally, we iry to comment on any
pending legislation that will impact bills—I hope that you have all seen letters from owr office
giving you insight on how pending legislation will impact rates. In all matters, we represent the
interests of rate payers, fighting to try and make sure that any rate increases are necessary to
provide safe and adequate service, and to ensure that no utility is overearning. ‘

We are here today to discuss rates, specifically a recent increase in electric rates over the
past smmmer, I will address that issue in some detail, but I want to make sure that we are focused
on all rates. New Jersey customers do not just pay an electric bill. Many pay a gas bill and a
water bill, and when we look at affordability, we must consider the entire burden on rate payers,
not just electric. Utilities, especially electric utilities, play a key role in our daily lives. You
wake up in the morning to an alarm clock, most likely charged by electricity. You go the
bathroom and turn on the water. To get that water to you, the water utility needs electricity. You
get in your car. [f you need gasoline, that pump needs electric to work. You get a cup of coffee,
that deli needed electric to heat your coffee. The electric bill that residents receive is important,
but electric rates will impact much more than the bil! a customer receives. Higher electric rates
are passed on to customers, meaning they pay not just at home, but at every other juncture in
their lives, I have heard PIM say that the energy sector is only 5% of the American economy,
but it is the first 5%. Without energy, the rest of the economy stalls.
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I want to also highlight the impact of these high bills on our most vulnerable residents,
Everyone pays the same rates for electricity, regardless of income. For some, however, these
bills ate significant, sometimes taking up to fourteen percent of the home’s income. For those
who can least afford these increases, choices must be made: do I feed my family, do I heat my
home, do I pay my rent, do I buy my medication. Over one third of the households in our state,
live in functional poverty. About 16% of people in the United States live in energy poverty,
where over 6% of their total income is spent on energy. These high bills are not just a nuisance
they have real impacts on real lives. And I am not being sensationalist when I say, people will
die. We just lived through one of the hottest summers in recent years—again. Air conditioning
is no longer a luxury, it is lifesaving. Heat 1related deaths will increase as we make air
conditioning more unaffordable. Likewise, in the winter, if heating becomes unaffordable,
people will freeze. It is, of course, important to think about future generations and the air we
breathe, but we must not forget about people who can right now, today, not afford their utility

-bills. No matter what future we seek, we need to ensure that no one is teft behind.

And while this hearing is mostly focused on residential customers, I must highlight that
these higher rates impact our businesses too. Just as a resident may need to choose whether to
pay a utility bill, pay for medicine or pay for food, a business may need to decide whether to lay
off employees or simply miove out of state to an area with lower energy costs. Every time we
raise bills, businesses—employers—are faced with the decision to leave or cut back. Higher
electric rates also lead to loss of jobs and harm the economy for New Jersey,

Before I get into data, I think it is important to take a step back and understand that
regulated public utilities are in fact for-profit corporations. Despite the word “public,” these are
not government entities. This is important for two reasons. First, the decision makers at a utility
need to answer to shareholders. That means that decisions are made with profits in mind. I am
by no means implying that our utilities do not provide safe, adequate service, but we need fo
remember that they are not doing so out of the goodness of their hearts—they expect to earn a
profit. This leads to the second important thing to keep in mind—utility investment comes at a
price. In New Jersey, for every dollar a utility invests in capital, it expects to receive about a
dollar and ten cents back from its customers. The electric companies are happy to invest in
whatever you ask them to (within reason) because that is how they earn their profits. Every time
you ask a utility to invest $100,000, rate payers are charged at least $110,000, Why do I say at
least? That dime we pay in return? That’s literally only return. To the extent that the utility has
any adminisirative costs, has to invest in IT upgrades, hire new people, buy new equipment-—all
of that is operations, and while they do not earn a return on those items, they do expect rate
payess to pay for each of them. Once the investment is done, we want the utility to maintain it,
right? They get that in rates too. There is no free ride.

I am going to spend a lot of time discussing rates, but I 'want to be clear how we get there.
The next time you see a utility telling you that the budget for a particular program is only one
million dollars, ask the next question—what is the revenue requirement? A one million program

2

33x




will likely cost ratepayers much more, and we need to be aware of the full cost we are imposing
on ratepayers before we approve programs. Rate impact is really the number you need to figure
out to fully understand what bills will result from a program.

We are here today because of concerns with bills, but clearly the bills are determined by
fhe rates customers are charged. For today’s purposes, I am going to break down electric rates to
two main components, state regulated—where we have much more control, and federally
regulated, where we have less control, but still do have some influence.

State Rate Impacts

Even though they may not always have the biggest impact, I am going to start with the
state rates, and how we get here. Traditionally, a utility would invest in facilities needed to
provide service and then come before the BPU in what is called a base rate case to seek recovery -
of that investment. The great thing about a base rate case is that the BPU (and Rate Counsel) can
fook at all components of the utility. We can make sure the investment was prudent and we can

make sure that the overall financial health of the utility is good, but at the same time that the
utility is not overearning. This is important, because looking at the total picture is the only way
to truly ensure that the utility is not over earning. Ifa utility over earns, we never get that money
back. The shareholders keep it. In recent years, there has been a change in the traditional
paradigm. Much of the utility’s rate is now made up of what are called clauses. This is
sometimes referred to as single issue ratemaking, which is generally not done, except where the
Board has allowed it or a statute requires it. The concern with single issue ratemaking is that we
look at the costs for one particular item and allow the utility to charge for that item, but we do
not look for any offsets where the utility is saving money and might offset the overall cost to
customers. This leads to two outcomes, paying higher rates than we may have had to and
allowing the utility to over earn. until the next rate case.

So, have rates gone up in the Iast year? Yes, they have. Rate Counsel is against higher
rates generally, but we also cannot put our heads in the sand, costs will go up, rates will go up.
The question is how much, Aflantic City Electric (“ACE”) and Jersey Central Power and Light
(“JCP&L”) had increases in base rates this year. Public Service Electric and Gas ("PSE&G”) is
cutrently before the Board seeking an increase in base rates. Capital investment has been
significant, and therefore the rate increases are significant. And while we are focusing on
electric rates, we should be cleat, rates for natural gas and regulated water have gone up too.
Most ratepayers need to pay for all of that, so these rate increases are hitting customers from
multiple utilities. I will start with electric rates and how they have increased, but I will want to
return to the other utilities, as they also provide examples of the issues we are seeing.

1 am going to start with ACE. While it may seem that many of the increases are small,
for ratepayers, it is death by a thousand cuts. I start with ACE partially because they are the ones
that many seem focused on, but mostly because they come first alphabetically. In the past year,
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 ACE has had several increases. Since we are comparing this sunumer to last summer, I am going
to start with Tuly of last year, 2023, Since that time, ACE’s rates went up nine times. To be fair,
the rates went down four times as well, though the overall impact is an increase. For purposes of
today’s analysis, I am going to start with rates that went into effect on or after September 1,
2023, as that way we can talk about the difference in the rate for ACE from summer 2023 to
summer 2024. I am also going to be talking about the “average” customer. This is calculated by
looking at total residential use and creating a basic average. Obviously, each individual bill will
be impacted differently based on usage, but these numbers are sufficient to give you a basic idea
of the impact of each change. '

On September 1, 2023, the average ACE customer saw an increase of 1.48% or $2.08 per
month. This increase was to pay foi transmission rates approved by FERC. They are what is
commonly referred to as a pass through. BPU, along with our office, will review the proposed
changes to make sure they accurately reflect the charges from PIM, but there is little we can do
at the state level to impact these numbers, I will talk later about the federal process and things
we could do there. On October 1, 2023, rates went down some and up some. The BFU
approved a decrease in the Universal Service Fund amount for all electric utilities that resu fted in
a decrease of about $1.39 per month for the average customer, ACE, however, also increased
rates on two different separate charges. First, ACE self-implemented an increase to the
Reconciliation Charge, Without getting too technical, the Reconciliation Charge has to do with
the rate charged for Basic Generation Supply that is the cost of the actual electricity, Again, this
is not a rate set by ACE or the Board, but is the price for generation that is actually charged to
ACE. The price itself is a result of the BGS Auction, but includes a number of related charges.
This charge changes depending on sales throughout the year. In this case, it appeats that ACE
over estimated how much electricity it would sell, and needed to increase the rale to recover an
under collection. ACE simply reset the charge to ensure it received full recovery of its BGS
(supply) costs fiom customers. Therefore, on October 1, 2023, the average customer saw an
increase in this charge of about $1.65 per month.

The second increase had to do with ACE’s Infrastructure Improvement Program (“11P>).
I want to take a moment to explain an 1IP and why Rate Counsel continues to oppose this single-
issue rate mechanism. IIPs were created by the BPU’s regulations in 2017. This is a clause
mechanism (single issue ratemaking) that allows utilities to make capital investments and then
begin to earn an accelerated return on that investment outside of a base rate case. It means that
when the utility comes in for recovery on an I[P project, we cannot lock at the overall health of
the utility. The only issuc before the Board at that time is whether the utiliy in fact spent the
money on the approved project. It is not until the rate case, sometimes five years later, that we
look at the prudency of that investment or attempt to offset it with other savings or earnings
found elsewhere in the utility’s books. This rule has led to billions of additional investment by
utilities over the last several years, all of which is charged to ratepayers at an accelerated rate,
which means that the utility gets recovery for the project faster than it would if the project was
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done as part of its normal course of business, Given the time value of money, earning a refuwrn
more quickly is more expensive than spreading the cost over a longer span of time and therefore,
IIP programs ave more expensive for ratepayers than if the work was done within the normal
course of the utility’s business. : '

For ACE, the Company was approved in 2019 to invest $96.5 million over four years. In fall of
2023, ACE sought to recover $22.9 million of that investment. Again, at this time, because of
the BPU’s tules, we are not allowed to review prudency or whether the Company actually needs
this revenue to complete this project. The only issue-is whether the money was actually spent on
the actual program approved by the Board in 2019. This I[P rofl-in resulted in an increase in
rates of about $0.29 per month or 0.20%., While it seems minimal, this was outside a rate case,
and will now remain part of the rate for years going forward. This is the result of clauses, they
stack charge after charge on top of the utility’s base rates.

On December 1, 2023, the bulk of ACE’s base rate case increase went into effect. This
rate increase was implemented to allow ACE to recover capital investments since its prior rate
case in July of 2020, The remainder of the rate case increase was held becaunse Rate Counsel
wanted to see proof that advanced meter infrastructure was actually operational within the
allowed timeframes before agreeing to recovery for those meters. Therefore, a later increase
would be allowed once ACE completed its roll-out and provided proper documentation. As of
December 1, ACE received an increase of approximately 3.53% or an increase of $5.16 per
month for the average customer. The second increase went into effect on February 1, 2024 after
ACE demonstrated that it had in fact activated the agreed-upon mumber of meters, increasing
rates an additional $0.93 per month for the average residential customer.

The good news is that rates did go down some in the beginning of this year. First, due to
changes in the PIM transmission rate, on Aptil 1, the average ACE customer saw a decrease of
$1.06 or 0.69%. Second, there was a slight decrease in the Societal Benefit Charge (“SBC”)
which reduced the average ACE customer’s bill by about $0.25 per month or about 0.17%.
Thus, for the first quarter of 2024, ACE’s rates actually decreased slightly.

New BGS rates went into effect on June 1, 2024 as aresult of the BGS auction conducted
in February of that year. The new rates, which pay for the supply of electricity, increased rates
about $7.56 per month. On top of this increase, there was another BGS Reconciliation charge
implemented to ensure ACE recovered sufficient funds from ratepayers to pay BGS suppliers for
the supply of electricity. This was an additional $6.54 per month increase for ACE’s customers.
On June 1, 2024, ratepayers saw an increase in rates based upon the Regional Greenhouse Gas
Recovery Initiative Charge (‘RGGI™). To be clear, this is not the RGGI auction that New Jersey
participates in, this is a different charge. Again, in attempt to not get too into the weeds, there
are several components of the RGGI charge. There is the solar portion, comprising of the SREC,
TREC and SuSi solar energy programs. Here, the SREC charges went down, TREC and SusSi
charges went up, There is also an Energy Efficiency (“EE”) component, which increased and the
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Community Solar Enerf';y Pilot (“‘CSEP”) program charge, which also went up. Overall, the
average ACE customer saw a RGGI rider increase of about $0.65 or 0.3% on their monthly bill.
There was also an increase based on the Conservation Incentive Programn Rate Adjustment. This
is an adjustment created by the Legislature that purports to compensate the electric company for
lost revenues due to energy efficiency measures that are implemented by customers. This means
that when customers attempt to save money by implementing energy efficiency measures in their
homes, ACE, and the cother gas and electric utilities in our state, can actually malke up for a
portion of those revenues they lost due to energy efficiency efforts and charge it back to all
customers. This was part of the New Jersey Clean Energy Act passed in 2018. For 2023, ACE
veceived an increase in rates due to the Conservation Incentive Program of about $2.94 per
month. Finally, there was a decrease in the NGC/SBC rates, as it was determined that ACE was
over collecting on these clauses based on usage, and therefore the rate could be reduced. This
resulted in a decrease of about $1.46 per month. To be clear, these reviews happen periodically
throughout the year, and changes are made as needed to try and create a rate that is close to the
actual needed recovery for each component within the NGC/SBC clauses.

So, overall, the average ACE ratepayer would be paying about $23.64 more in June of
2024 when compared to Jone of 2023, Already, we are seeing a significant increase for the
average customer. And to be clear, not every, probably no customer, is the average customer,
So this is a ballpark figure of the increase the average customer would see based on the prior
year. The rate, however, only tells part of the story. The rate is multiplied by usage. The rate
impacts that the Board estimated and that I am providing assumes usage of about 643 KWh per
-month. Ifusage is higher, the increase will be higher. Unfortunately, for this past summer usage
was at an all-time high. ACE has reported that the average residential customer used
significantly more than avetage electricity this summer, 31% more than June, 28% more in July
and 10% more in August, Overall, it appears usage was up about 20% this year. It is not
entirely clear why there was more usage. It does appear that 2023 was significantly cooler than
2024, especially in June and July, and air conditioners are a significant part of the summer load.
No matter the cause, overall electric consumption in the summer of 2024 was at an all-time high,
directly after 2023, which was a particularly low-consumption summer. Put this together with
the increases in rates that I detailed, the result is significantly higher bills for ACE customers in
the summer of 2024 as compared to the summer of 2023.

This analysis does not only apply to ACE. I could go through the same analysis for
PSE&G, JCP&L and Rockland Blectric Company, (“RECO™). For these companies, 1 am going
to simply provide some summaties. For PSE&G, the average customer saw an increase in rates
of about $6.52. Recall, the increass in rates requested in PSE&G’s most recent rate case has not
gone into effect yet. At the same time, PSE&G saw a significant inerease in usage, about 28% in
June, 19% in July and 8% in August. This is compared to a year (2023) where usage was at a
five-year low, so the increase is all the more dramatic. The data implies that weather played a
role in this increased usage, but that may not capture the full reason. Again, compated to
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summer of 2023 bills, PSE&G customers saw significant increases this summer. Bills in JCP&L
went up for an average ratepayer about $12.36 and for RECO, about $20.49. With similar
weather, throughout the state, we can assume that usage was up in their territories as well.
Overall, the combination of a higher rate with higher usage led to significantly higher bills for
New Jersey customers,

I want to be clear about these rates. These rates that we have been discussing do not
includé offshore wind. Those costs have not been incurred, and therefore have not yet been
passed on to ratepayers, While I am unable to give you an exact number, we can all agree that
the rate impact of offshore wind, especially when we include required transmission, will be
dramatic.  Similarly, this does not include the rates associated with the gas and electric
companies’ proposed $7 billion in Energy Efficiency programs currently pending before the
Board. Those petitions were filed pursuant to the mandates in the Clean Energy Act (“CEA™).
The requirements of that statute significantly impacted our ability to reduce the costs associated
with those programs, or mote importantly to reduce revenue requirement asso ciated with ruaning
those programs. As a result of the CEA, utilities can earn money from all ratepayers in order to
offer energy efficiency programs regardless of whether the ratepayer participates in the program,
The cost of these programs includes the costs of the rebates that ratepayers can take advantage of
but, as mentioned earlier, it also includes an additional charge related to make up for lost
revenues that the companies experience as a result of customers’ lower usage which is associated
with jmplementing energy efficiency measures. It also includes a retun on the investment,
Those costs associated with the latest round of energy efficiency programs are not yet in rates,
but they will also significantly increase rates.

I know the question you are now asking is what, can New Jersey do to protect its eleciric
customers. Unfortunately, because a large portion of this bill is not controlled by state
regulation, there is no simple fix. About two thirds of the bill are federally regulated costs, We
can, however, do better in New Jersey. First, we can stop passing legislation that increases
utility bills. Rate Counsel usually weighs in with leters on many proposed legislative initiatives
and we explain why the bill will result in an increase to customers. Maybe some have seen our
Jetters and voted in favor of the bill anyway with the justification that it would likely only be a
minor increase. But, every utility mandate passed by the Legislature results in an increase in
rates. For example, the Zero Emission Credits that the Legislature passed to force ratepayers to
subsidize PSE&G’s nuclear power plants cost ratepayers an average of about $2.75 a month for
the past six years. And, of course it is not just in the electric arena where legislation has caused
bills to increase. In a recent Aqua Water case, more than half the increase was to pay for
remediation of lead lines not owned by the Company. In a recent American Water case, recent
legislation, the Resiliency and Environmental System Improvement Charge, increased bills by
$2.32 per month.

Similarly, clauses approved by the Board increase rates and should stop. IIPs are causing
_rates to go up more quickly, at a more frequent pace of one to two times a year. These single-
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issue clauses are also increasing capital investment by the utilities. We can argue about whether
this is needed investment, but to be clear, increased and faster investment leads to higher bills.
All things being equal, the [IPs are leading to higher bills for all customers. Again, in the water
realm, you can see that in American Water’s rate case, the Distribution System Improvement
Charge clause cost water customers $4.68 per month and RESIC clause cost wastewater
customers $3.95 per month. This is on top of the overall increases of $5.33 per month for water
and $5.12 per month for wastewater. To be clear, for an average water customer, the case
resulted in a $12.33 per month increase, $7.00 of which is based upon infrastructure clauses.

We also need to be more deliberate in how we spend our ratepayers’ money, I am
constantly lamenting to my colleagues from other states that somehow New Jersey always finds
the most expensive way of doing things. We pay too much for solar, too much for Energy
Efficiency and too much for electric vehicles, BEvery time we overspend, fwo things happen.
First, our ratepayers® bills are higher than they should be and second, we ate not getting the best
value for the money spent. I would hope that we could all agree that getting more solar energy
and spending Jess would be better. Getting more Energy Efficiency and spending less for it
would be better. We do not do that. Rather, we find more and more expensive ways. We are
over subsidizing solar, paying an unnecessary return on Energy Efficiency investment, allowing
utilities to get more heavily involved in EV charging. The Legislature must consider the
ratepayer impact of each of its actions, not on an individual basis, but holistically. These small
increases quickly add up to a significant impact on the bill. This summer has clearly
demonstrated that moving forward with every idea, regardless of the cost to ratepayers, simply
will not work.

Federal Rate Impacts

T would like to spend some time on the federal part of the bill as well, specifically the
FERC regulated rates. While much of my time will be spent on the impact of the most recent
PIM base residual auction, T would be remiss if I did not also discuss transmission planning and
rate recovery at the federal level. Both of which are problematic. There has been a lot of talk
about the recent PJM auction, so I will start there,

PIM is ow regional grid operator. New Jersey along with 12 other states and DC are
within the PTM region. As part of its functions, PJM runs several markets, one of them being a
capacity market for capacity in the PIM region, Now, I need to {ake a step back and explain two
things. First, capacity, Capacity is the ability to produce clectricity when called upon. This is
not a payment for the production of anything. Rather, it is a payment to geneyators for the
promise that if we need your power, you will provide it. If we do need that power, we will pay
for that separately as part of an energy payment, Second, the term market. This is not a real
market based upon the simple concept of supply and demand. Rather, this is a market construct
where PIM imposes a number of administrative rules to run the market, These 1ules, often
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influenced by the very parties participating in the capacity auction can, as T will explain shortly,
have a significant impact on the clearing price, that is the price we pay, for capacity.

For New Jersey, the PIM capacity market cleared a price of $270 per Megawait day.
This is an increase of about nine times last year’s market. To put that into perspective, this will
likely result in an increase of about $12 to $15 per month for the average New Jersey ratepayer,
beginning in June of 2025. What is worse, PIM is not done. Theie is an independent market
monitor who reviews the PJM market outcomes. The monitor’s findings in regard to the past
auction are troubling. The monitor found that the results of the auction “were significantly
affected by flawed market design decision.” Significantly, the monitor found the auction “prices
do not solely reflect supply and demand fundamentals.” This means that we are paying higher
prices, not because there is less supply and higher demand, but because of the rule changes
implemented by PYM. For example, PTM’s rules do not require a generator subject to a special
reliability must run contract to bid into the auction, In the past auction, two such units in
Maryland did not bid into the auction. Had just these two units been required to bid into the
. auction, there would have been about $5 billion in savings to PIM customers and the clearing
price would have dropped by ovex $100 per Megawatt day. The market monitor found that other
rule changes by PIM caused prices to increase, and that without significant rule changes, the next
auction will likely be even higher, perhaps as high as $695 per Megawatt day. Importantly, the
next auction is to be held this December.

Rate Counsel, along with Board Staff, both our counterparts in other states and many
other advocates have asked PIM to fix the market rules, or at a minimum to delay the December
auction to determine how the rules should be changed to enswre that the rules are pot causing
prices to so dramatically increase. So far, PJM has been unreceptive to those requests, outright
denying the consumer advocates® request. The state ulility commissions’ request is currently
pending. This next auction can result in devastating results for New Jerscy ratepayess, and the
lack of action on PIM’s part is troubling. Indeed, some parties have filed complaints at FERC,
and we suspect others will follow. While you do not have legislative control over PIM, it is
important that you support the Board and Rate Counsel as we advocate on behalf of New Jersey
ratepayers before PTM. There is significant concern about PJM’s ability to remain neutral in the
operation of its markets and other actions, and inquiries by this body will certainly ensure that
PIM understand the importance of its actions to its customers.

PIM also controls the transmission of electricity throughout the region and into New
Jersey. Transmission consists of the bigger wires bringing the power to the electric distribution
company that provides you service. These lines are large, expensive, and right now, largely
unregulated. While PIM runs the transmission system and is supposed to be planning for the
needs of the entire system, it does not in fact own the transmission lines. They ave owned by the
Transmission Owners within each state. In New Jersey, that is the electric company affiliates,
Exelon, FirstBnergy, PSE&G and ConEd. Because PIM does not own the transmission lines,
along with the lines planned by PIM, each transmission owner can build its own transmission
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projects. When they do so, they do without any oversight. At PIM, they merely tell PTM they
are planning the project. PJM may, though not always, do a no-hamm analysis, that is they will
determine if the project will do any harm fo the cument system. Assuming it does not, PYM takes
no further action, In some states, the ulility will have to go to the local commission to seek
approval. Not in New Jersey. There is no law requiring the transmission owner to seek approval
from any entity in New Jersey to determine if the line is in fact needed or if it is properly sized.
There is also no review of those issues at the federal level. Rather, once it is built, the
transmission owner rolls it into their federal formula rate. If we are lucky, we get a chance to see
it and make sure they actually spent the money they are claiming recovery for. We do not have
the ability to review or challenge the need or overall cost of the project, These formula rates are
presumed to be reasanable by the FERC, and the current FERC rules make it extremely difficult
to review, let alone challenge any charge. While changes to the formmla rate process at FERC
are needed, unfortunately that is beyond your jurisdiction. These costs are completely controlled
by the transmission owner, In the past ten years, transmission costs have incieased from
approximately 8.9% of the PIM bill to 26%. In other woids, they have more than doubled as a
part of the bill. Transmission is expensive, and there is significantly more transmission planning
taking place right now.

One solution is to ensure that transmission built in New Jersey is actually needed and that
it is the least cost solution. This body has the power to pass legislation that would require review
of these projects. This review would allow the Board, Rate Counsel and any other interested
party to review the proposed transmission to ensure it is in fact needed and that it is the lowest
. cost solution. Such review could reduce transmission costs. At the least it would require a level
of self-control that is not required right now. Pennsylvania has such. legislation and would be a
good model to start the process here. Those tremendous pass through costs that T discussed
before could possibly be curbed with such legislation. I would be happy to discuss this proposed
legislation or other ideas that might curb some of the transmission costs being imposed by PIM. .

Conclusion

Are rates higher this year? Absolutely. Rates are going up everywhere, at the state and
federal level. Every time you require a utility to invest, rates go up. Every time you create a
new clause, rates go up. While each increase may be small by itself, they quickly add up to
significant money. Sadly, what we are seeing right now is the tip of the iceberg. There are even
more very large increases on the horizon. We need to make sure that we are careful how we
implement the changes we want for New Jersey and that we do not try and shift all the costs to
ratépayers. I will leave you with this thought. While utility rate increases may be an easier
method to achieve certain goals, since ratepayets are a captive customer, they are implemented in
an inherently unfair manner. This is because all ratepayess regardless of income, will pay the
same increased rates. A millionaire and a Section 8 tenant are both residential customers as far
as the eleciric company is cancerned. We must do the hard work to rely on other ways, outside
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of utility rates, to fand our needs that are less regressive and better share the burden ameng those
who can better afford it.

Thank you for the opportunity to speak with you today. I hope that this committee
continues to look at the issue of affordability and takes that into acconnt when setting policy and
enacting legislation. Rate Counsel stands ready to help you understand the rate impact of
proposed legislation and looks forward to working with you to achieve a future with affordable
rates for all. '
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Testimony of Evelyn Liebman, AARP NJ Director of Advocacy

Before the NJ Assembly Telecommunications and Utilities Committee
October 2, 2024 ~ Trenton, NJ

Concerning Recent Increases in Electricity Rates and the Related Cost Burden on
Utility Customers

Chairperson DeAngelo, Vice-Chair Kennedy and members of the Committee, on behalf of
AARP’s 1.1 million Garden State members and all older New Jerseyans, thank you for the
opportunity to testify today. My name is Evelyn Liebman, and [ am the Director of Advocacy for
AARP NJ, Utility rates are an essential pocketbook issue for New Jersey tesidents 50- “plus and
their families, many of whom struggle to pay their utility biils along with other household
expenses like food and medicine.

Affordable, reliable, and sustainable energy is essential to health, safety, and well-being. When
home energy prices are high or unpredictable, people may be unable to cool and heat their homes
adequately. Such exposure can lead to a host of adverse health outcomes that older adults are
particularly susceptible to. These can range from the aggravation of chronic health conditions to
food spoilage, undue stress, and even premature death. At the same time, moving toward mote
sustainable sources of energy that are cost-effective and reliable is increasingly important for
older adults, their children, and grandehildren,

In a 2022 poll commissioned by AARP, NJ’s 50 + voters said utility bills are the second most
difficult household expense to pay each month —second enly to NJ’s highest in the nation .
property taxes. Given recent rate increases the affordability of utility rates has worsened for too
many. And more 1ate increases are coming,

Price increases have a greater impact on older consuimers, especially those with fixed incomes
and all households with lower incomes. They may end up risking their health or comfort. Too
often, older adults with low incomes must choose between cutting back on energy expenditures
and reducing spending for other necessities like food and medicine,

NJ is not alone. According to federal data, as many as one in three households in the U.S.
struggles to pay their monthiy energy bills. According to the National Energy Assistance
Directors Association, summer cooling costs this year were projected to be the highest in a
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decade, increasing nearly 8%.! NEADA also notes the cost of home cooling has risen in part
because families need to purchase more electricity to cool their homes as temperatures continue
to rise.

Whether it s rising prices or the need to use more electricity in the face of rising temperatures, or
a combination-of the two, all consumers need access to utility services regardless of factors such
as geography, race, ethnicity, ability level, and income in order to stay healthy and safe.

NJ has been a leader in utility bifl payment assistance programs. In particular, NF’s Universal
Service Fund program is among the best in nation aud is designed to ensure that low-income
consumers’ energy burden is affordable. The USF program provides a monthly credit on gas and
electric bills such that household energy burden is no more than 4% of income (2% for electricity
and 2% for gas). USF also includes an arrearage forgiveness component - Fresh Stat.

But New Jersey can do more,

Like access to heat in the winter, access to affordable and reliable cooling in the summer is
critical to health and safety, The National Weather Service caloulates that extreme heat results in
more deaths each year than any other weather event, including floods, hurricanes, and
tornadoes.?

According to the Environmental Protection Agency (EPA) heat waves are occurring more often
than they used to in major cities across the United States, Their ﬁequency has increased steadily,
from an average of two heat waves per year during the 1960s to six per year during the 2010s
and 2020s, According to the EPA, heat waves were occurring earlier and later as well — in both
the late spring and early fall.?

NJ cusrently prohibits utility shut offs on days that are very cold (forecast temperature below 32°
all day), and also on days that are very hot (forecast temperature 90° or highet).

NJ should consider expanding shut off protections during the cooling season. Like our winter
termination moratorium program? that protects certain customers against shut offs during the
heating season, NJ should consider establishing a cooling season and broader protections for
customers during this period.
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NI should also consider increasing eligibility for bill payment assistance programs like USF,
Lifeline, and this year’s one-time Residential Energy Assistance Payment (REAP) program.’
Increasing assistance to weatherize and make dwelling more energy.efficient will also increase
access to affordable and 1ellabie utility service,

NJ utility customers would also be well-served if New Jersey established a simple, easy to use
one-stop application and enrollment process for all utility assistance along with other saFety net
programs,

AARP urges this Committee, the Legislature, the Board of Public Utilities, and the Governor to
be good and diligent stewards of utility consumers’ hard-earned doliars. This means ensuring that
utility rates are based on the prudent use of ratepayer money. Households with lower incomes
must be considered.

In setting rates, utility companies should receive only what is fair and reasonable—and not a
dime more, New Jetsey should get back to basics when it comes to setting utility prices.

Before allowing utilities to change rates, regulatots should require a full rate case review. In a
rate case, the BPU, the Division of Rate Counse! and other impacted parties-are able to review
evidence to determine how much revenue is needed for the utility to recover its costs and have an
opportunity to earn a reasonable profit. A rate case ensures transparency by allowing scrutiny of
all a utility’s costs and vevenues. Within this process Legulatms can review costs and revenues,
applying decreases that might partially offset a proposed rate increase. They can also disallow
certain costs or reject certain future planned expenditures.iThis process ensures a transparent
examination of utility costs based on intervenor participation, evidence, and analysis.

While rate cases ate filed in New Jersey, utility corporations, including electric companies, are
also allowed to raise rates through alternate mechanisms that use separate fees and surcharges,®
These are policies that allow utilities to change rates on one particular expense item rather than
going through a rate case to consider all expenses and revenues. The danger they pose for
consurmners is that such adjustments tend to limit regulators’ ability to scrutinize and evaluate
costs within the context of a whole picture of the utilities® operations, They undermine the
comprehensive review of utility costs and revenues and prudence of investment decisions;
consumers cannot be assured they are paying just and reasonable rates.

Especially, given the increasing unaffordability of utility bills, we urge you and the BPU to
refrain from this type of ratemaking policy and ensure all costs are reviewed in base rate cases.

® https://www.nj.gov/bpu/assistance/reag/
& hitps:/iwww.propublica.orgfarticle/the-obscure-charges-that-utility-companies-add-to-your-lills
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The rate of return is the amount of money collected from custoniers intended to ensure that
utilities can cover their operating expenses and eatn a fair return, i.c., profits, on their
investments, This is a major component of our electricity bills.

Any ulility base rate examination must also ensure the utility’s rate of return is fair, takes into
consideration what ratepayers can afford and is based on current market conditions.

The electricity market is changing. As policy and decision makers it is important to consider how
these changes may impact consumers, For the last 20 years, utility electricity loads (c.g., the
amount of electrical output required to run appliances and other devices in your home) have been
flat in most areas of the country, Energy efficiency measures and sluggish power demands meant
flat sales. Then, in the past few years, the push to electrify appliances and the transportation
sector caused the potential for load growth,

More recently, the rise of electricity demand caused by data centers, artificial intelligence, crypto
currency mining, and an improved economy have caused load growth projecticns to spike even
further,

We raise this as an important emerging issue and encourage all policy makers ensure that
residential ratepayers have access to reliable and affordable energy when considering policies
that would increase electricity use.

Thank you very much.
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MiceAEL TORRISSI JR.
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QOctober 2, 2024

Assembiyman Michael Torriss! Jr's statermnent on the Telecommunications and Utllities
Committee electric rate inflation hearing

With rising costs, it Is prudent that the Legislature sesks to ease the burden placed on taxpayers.

However, while some will talk about fighting for affordabllity, the actions, press releases and bills
that wilt inevitably follow this hearing seem more like damage control for past policy missteps,

PJM, the grid operator for our region, recently announced an unprecedented 800% increase in
capacity costs. These costs have already triggered significant rate hiles for utilities statewide:
3.8% for Rackland Electrie, 6.2% for PSE&G, 4.8% for Atlantic City Electric, and a staggering
8.68% for Jersey Central Power & Light. But these rate hikes are symptoms of a desper issue~—
overly ambitious, flawed energy policies that have done more harm than good.

| have introduced cormmon-sense legislation to ease the burden on my neighbors, S5868/A892
would require public utilities to send detalled notices to customers outlining rate settlement
agreements before the BPU votes, While S597/A893 would ensure customers are notified of
raquested rate increases and guarantee that hearings are held in the largest affected municlpality.
These hills aim to give residents greater transparency and input In the rate-setling process, yet
thelr future remains uncertain.

However, the current frajectory is not an isolated incident, New Jersey's electricity rates were
already 21.1% higher than the national average before the auction increase. These spikes in
energy costs were forecasted back in 2022 when the BPU predicted that implementing much of
Governor Phil Murphy's Energy Master Plan would result in higher distribution surcharges.

Agaln, this was foreseeable, Studies have shown that Rehewable Porifolio Standards (RPS) lead
to electricity price increases of 10.9% to 11.4%, with some predicting even higher Impacts.
Ultimately, these rate hikes are seif-inflicted wounds. if's clear that the majority party's energy
policles are driving costs up rather than making energy more affordable. We can integrate green
resources without draining our constituents' bank accounts.

ASSEMBLYMAN MicHABL Torriss! JR.
| Prone (856) 817-2143 |
ELmweor Busigss Park, 767 Roure 70, Suite B-101, Bvesdaw, NI 08053
AsmTorrissi@unjleg.org
Printed on Recyeled Paper
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NEW JERSEY STATE LEGISLATURE

MicHAEL TorRRrISS! JR.
ASSEMBLYMAN

To make matters worse, when the Legisiature had an opportunity to ease the burden on
ratepayers, some chose to vote against the Interests of my district and South Jersey, funneling
pilllons of doflars to @rsted, a Danish renewable energy company. (n 2023, Governor Murphy
signed legislation that redirected $2 biltion from New Jersey ratepayers to @rsted, siphoning away
federal tax credits meant for consumers. While @rsted eventually pulied out of its offshore wind
projects, the damage was done. Billions were taken from New Jersey families for a project that
hever materialized, and now my constituents are facing rate hikes at a time when thelr budgets
are afready stretched thin,

White some claim to be addressing these electric rate hikes, they remain silent on broader
affordabillly issues. This year, once again, we had the opportunity to cushion the blow by rejecting
a tax Increase, Yet, those same people claiming to mount a full-court press on energy were absent
and sifent In their opposition te these policies. '

Wrong is wrong, Tegardless of who proposes it, Fighting for your constituents means speaking
out, even If It means bucking leadership.. -

] urge my colleagues to reach out to my office so we cah work together to fix the wrongs of the
past. | am confident that with the help of my staff, among the best in the state, we can truly electrify
New Jersey’s enstgy policy and provide real relief to our constituents. The alternative is continuing
to chase pet projects while ignoring the policles that only deepen the unaffordability crisis.

Sincerely,

OV/QC’,:;

Assemblyman Torrissi

AssaMaLYMAN MICHABL TORRI3SI IR,
[ PHONE (856) R17-2143 |
Bumwoopd Busingss Park, 767 Route 70, Suire B-101, EvEsHam, NI 08053
AsmTortlssi@njleg.org
Printed on Recpeled Paper
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Memorandum

To: . Chairman Wayne DeAngelo and Members of the Assembly
Telecommunications and Utilities Committee

From: Fred DeSanti, Execu’tive Director, New Jersey Sofar Energy Coalition
Date: September 26, 2024

Subject: NJSEC Comments: Electricity Rate Increases Hearing October 2nd

Public support for New Jersey’'s Clean Energy Policies to combat climate
change has been based upon successfully balancing the consumer cost of
these programs and policies against maintaining electricity rates at affordable
levels for both business and residential customers. '

Clearly, our recent experience with inflation over the past few years has not
helped that situation, but we now also find ourselves on the edge of statutory
and regulatory program mandates that are scheduled to he trlggered in
FY2025 that w1l] likely make matters far worse.

The purpose of our comments are to define two sets of emerging electricity
rate cost increases: { 1) Cost increases that need to be paid in the.coming vear
by ratepayers; and (2} Cost increases that are elective and can be deferred,
delayed, or avoided completely to take pressure off rates in the coming year.

NJSEC offers these comments and recommendations in as much as the
continued success of New Jersey's solar program relies upon the continuing
support of ratepayers that might otherwise be eroded with electricity costs
reaching unaffordable levels.

Scheduled Cost Increases That Meed to Be Paid in 2025

7. Qur state's electric distribution companies {EDCs) have been hit hard,

.no differently than other business, by inflaticnary increases in both

labor and material cost increases over the recent years. Subject to the

. Board of Public Utilities oversight and approval of these cost increases,

it would be confiscatory not to pay these charges in base rates and
other charges.
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2. PJM's recent “Base Residual Capacity Auction” has resulted in an
unanticipated increase of approximately $14.7 billion dollars which will
be collected from all PJM RTO customers beginning in June of 2025,
This nearly 900% increase is largely the result of several. factors
including that renewable energy deployment has not kept up with fossil
.plant retirements; 3,243 MWs of forecast increased load in PJM; and the

. capacity resources necessary to maintain an-adequate reserve margin.

" New Jersey is a member of PUM and has an obligation to pay its fair
share of capacity costs to maintain the reliability of the grid. The
associated electricity cost increase beginning in June of 2025, however,
will be substantial. :

Both cost increases are unavoidable and will, taken together, create’ New
Jersey residential and business electric rate increases in 2025 that will
unfortunately be far higher than the current rate of inflation.

Schedulad “Elective” Cost Increases That Need Not be Faid in 2025 -

In 2025, there are at least three areas of looming ratepayer cost increases that
should be considered for deferral, delayed treatment, or to be avoided
completely. We are not arguing the intended value or merit of these cost
areas, we are simply pointing to the fact that incurring all these costs along
with the “must pay” costs described above could together create serious
affordability issues across the board for all ratepayers. ‘

1. Statutory Increase in Class | Purchases in FY 2025 from 22%.to 35%.

Chapter 17 Laws of 2018 provides for the increase purchase of Class |
renewable energy certificates from the current 22% of the 72 million MWhrs
consumed in New Jersey to 35% of the 72 million MWhrs:

(2) beginning on January I, 2020, that 21 percent of the kilowatt hours sold in this State
by each eleclric power supplier and each basic generation service provider be from Class |
renewable energy sources. The board shall increase the required percentage for Class I
renewable energy sources so that by January 1, 2025, 35 percent of the kilowatt hours sold in
this Slate by each electric power supplier and each basie generation service provider shall be
From Class 1 renewnble energy sources, and by Jamuary 1, 2030, 50 percent of the kilowatt

Back in 2018 when this law was signed, the weighted average cost of a Class
| REC was about $9/MWhr, however, in recent years the market cost of a Class
| REC is over $35/Mwhr, more than triple the cost. As is also known, New
Jersey has very limited Class | generation resources to speak of and, therefore
99.5% of these costs flow to Class [ eligible projects in Illinois and other PJM
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states, The incremental cost in FY 2025 for these purchases is, therefore, on
the order of $325 million, all flowing out-of-state in exchange for certificates.
Overall, bringing the total out-of-state Class | spend to just over $600 million
annually. -

While we can debate the value of these Class | purchases to New Jersey
ratepayers, the fact remains that there is no compelling reason not to at least
delay this statutory mandate (by either statutory or reguiatory: change) until
these other costs can be digested by ratepayers.

2. Hegiana/ Greenhouse Gas Initiative (RGG/) Costs in 2025

New Jersey has now participated in RGGI for the past 4+ years and the
program has been successful in working to reduce greenhouse gas emissions
and playing a role in shuttering inefficient coal facilities in New Jersey. -

However, the current program has reached a point of inflection where it is
now costing New Jersey ratepayers about $800 million dollars a year while
increasing ragional greenhouse gas emissions by about 4 million tons of CO2
annually. Cee

The current price per ton charged to New Jersey natural gas generators is
about $25.75fton from the September 2024 auction. When this cost is
converted to a price per MWhr of generation based on an average New Jersey
natural gas generator, it creates a surcharge of about $11.20/MWhr of
generation which must then be added to the cost of all ~72 million MWhrs of
generation consumed by New Jersey ratepayers, or about $800 million
annually.

The cost of complying with RGGI, however, falls on New Jersey natural gas
generation and does not apply to non-RGG! PJM states like West Virginia, and
Pennsylvania in particular. This competitive cost disadvantage then levels the
playing field for dirtier and less-efficient coal, waste coal, and inefficient
natural gas combustion turbines out-of-state to successfully bid into the “day
ahead” energy market displacing cleaner New Jersey generation. This then
incrementally creates about 4 million tons more CO2 on a regional basis than
would otherwise exist if New Jersey were not a member of RGGI-

And, since the state is only callecting about $290 million per year from the
sale of allowances, this RGGI “leakage,” has the net effect of costing New
Jersey ratepayers $500 million more than received at the current rate while
increasing the regional CO2 emissions generated by 4 million tons.
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Clearly, this program was successful but will now have a difficult time
producing the desired results due to leakage. There is an immediate need to
either modify the current program to either create “price caps” to thoughtfully
rebalance the program or even abandon the RGGI program entirely until itcan
be successfully structured to deal with the leakage problem.

3. Electric Energy Efficiency Trienniurn 2 Program

While energy efficiency is an important tool in combatting climate change, the
ambitious program set in Chapter 17 Laws of 2018 is hkeiy rapidly becoming
unaffordable for New Jersey ratepayers.

~ Each electrie public utility shall be required to achicve annual reductions in the use of
electricity of two percent of the average annual usage in the prior three years within five
years of implementation ol its eleetric energy ‘efficiency program. ~ Each natural gas public

In the Division of Rate Council’'s comments filed on June 27, 2023, in this
matter, they pointed to several staggering cost estimates based upon the
aggregate cost of the Energy Efficiency program based upon the Cadmus
study requested by the Board:

Currently, the Cadmus Study states that the by Program Year 6, the total budget for energy
efficieney for NJ ratepayers Loc Uriennium “Iwo will be somewhere between $5.3 billion under

Scenurio B and $9.1 billion under Seenario C.7 According to the Codmus Study, under Scenario

B, or what is stated as “Full Complinnees,” ratepayers will be paying up to $5.3 billion in total
for these EE programs and under Scenntlo C, or “High Adoption,” NT ratepayers would pay a
total of $9.1 billion over the three year Triennitina. With about 4,7 million ratepayers in New
Jersey, if that amount of money was divided equalty, this would result in a cumulative increasc
to aach individual ratepayer of $1,133.00 over the three years under the “Full Complinnee”
seenario and a whopping $1,943.00 increase per ratepayer under the “Fligh Adoption” scenario
over the 3-year triennivm. A ratepayer who pay gas mad electric bills would pay these increases
in twolbld, once on their gas bill, and separately again on their eleetrie bill. The yearly increases
to individual ralepayers range belween $317.00 and $4 18,00 per ratepayer in the “Full
Complinnes” seenario, and between $540.00 and $745.00 per year in the “iigh Adoption”
scennrio.® This is a monthly increase of a minimum, of $26.00 and a maximum of $62.00 just in
energy elfficiency programs nlone if encl mtepayer shared the burden cqually. It is important to
note that Rate Counsel’s numbers are based on the Cadmus Study results whieh did not include

an epnlysis of the impact on an aversge residential customer based on customer class and usnge.
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It would seem obvious that this program needs to be closely reviewed now
not only based upon the current potential consumer cost, but also on the
scope of this statutory mandate to achieve these results on a continuing
annual basis. :

The New Jersey Solar Energy Coalition represenis most firms currently
operating in New Jersey employing nesarly 7000 people. We are proud of our
record of accomplishment in creating nearly 5 gigawatts of solar energy
capacity on nearly 195,000 homes and businesses throughout the state. We
are also very proud to support our state’s robust community solar program
that offers energy cost discounting to our state’s low- and moderate-income
families, We also favorably note that as the original legacy SREC program
continues to wind down reaching the 156-year eligibility limits, the cost of the
solar program has been and will continue to decrease dramatically. Currently,
the administratively determined solar incentive levels are nearly 80% lower
than when the program first stated.

However, as stated at the outset, the staie’s solar energy program, and the
entire clean energy program for that matter fundamentally relies upon public
support and the public’s ability to financially support these important
programs. Rate shock occasioned by the confluence of some of the cost
factors looming next year can be avoided to the extent possible by moving
now to make the necessary statutory and regulatory changes recommended,
in advance.

We appreciate the opportunity to share our thoughts, and hope that you will
reach out if you have any questions or require additional detail.




