
State of New Jersey
DIVISION OF RATE COUNSEL

I40 [:AS] FRON N Rt- . 4 r* FL
P O. g(ix 003

I~, On. NFW IRS~Y 08025

tlAND DELI!-~.RED

Irene Kim Asbuw, Secretary
New Jersey Board of Public Ulilities
44 South Clinlon Avenue, 9th Floor
P.O. Box 350
Trenton, New Jersey 08625-0350

August 17, 2015

Re: IiMiO the 201512016 Annual Compliance Filings for the
Universal Service Fund and Lifeline Components Within the
Societal Benefits Charge Rate Pursuant to N.J.S,A. 48:2-21 and
N.J,S.A. 48:21.1
BPU Docket No. ER 15060732

Dear Secrelary Izzo:

Please accept for filing this original and ten copies ol’the comments of the Division of

Rate Counsel ("Rate Couusel") regarding lhe compliance filings submitted in this matter by the

New Jersey electric and gas utilities. Enclosed is one additional copy. Please date stamp the

copy as "filed" and return to our courier. Thank you for your consideralion and attenlion to this

nlatler.

BACKGROUND

The Eleclric Discount and Energy Competition Act of 1999 ("EDECA") provided ~br the

establishment of a non-lapsing Nnd, known as the "Universal Service Fund" ("USF"), to make

Rinds available m assisl quali~t~’ing low-income utility customers in paying their energy bills.

The Bo,-u’d’s June 22. 2005 Order in Dockel No. EX00020091 directed each utility to submit a
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compliance filing by July l of each year. In la~e Jtme 2015~ Ihc State’s seven electric a~d gas

distrib,.~tion utiiities flied their 2015/20I 6 USFiLi feline Annual Compliar~ce Fillings. Public

Service Elecuic and Ga~ submitted the rate calculations on behalt of nil or’the utilities. Within

ti~ese li~ings, he State’s utilities collectively seek Board approval for 1. SF rates designed ~{~

recover $I76.0 mitlion on a state,wide basis, ir~ctuding $7,413,495 lbr ~e anticipated Depai~ment

of Community Aflhirs (" DCA’~) p~-ogmm administrator budget. Oftl~e total $176.0 million ~at

is estimated Io be collected under 1he revised USF rate, $154.1 million is proposed to be

recovered from the electric utilities and $21.9 million is preposed to be recov.~’ed *}ore the gas

utilities. The rates, as proposed, represc~tI an increase in Ihe statevdde electric USF rate and a

decrease in the state,~vide gas USF rate.

in addition, the petitions seek approval f6r the ~*tilities to implement !,i~,:Iir~c rates. Tbe

Lifblinc rates incktde lm~di~tg lbr the State’s Lifeline program and liar utility payments fbr

WorkFirst Nov. Jersey ("WFNJ") recipients. 1he proposed Lit~tine rales eae desiozed to collec~

$74,2 million on a statewlde basis Of gqis total, $49.7 million is proposed te be recovered {’tom

the State’s electric utilities amd $24.5 million is prol~sed to be recovered ~’rom the State’s gas

utilities. The nee Li~,aIine rates, as proposed, represent decreases in the currcntIy ellbelive

Lifeline rates [br bo~.h t}~e eieclric a~d the g~s utilities.

Bo’.h *he !.ISF and the Eifeline rates are components of each ntili*y’s Societal Benefits

Charge {’ SBC"). The utilities seek m~ Octo~r t, 2015 effective date Por the rex ised lk!SF and

Lifeline mtes

the currently cf~2-c~ivc [SF and I.i5~Iine ratv’s were estabIished by tbe Board’s

September 30. 2014 Order in the utilities’ 20t4/20t 5 USF/I if~:Iine Anm~at Compiiance Filings,

Docket No ERt4060613. Those trees, including the 7% Sales and Use Tax, are as follous:
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Elec|rie Ga_~g

USF                       $0.001993/kWh $0.0110ithem~

kiMine S0.000738/kWh $0.0059/thmm

Combirted USF/LiDiine $0.00273 i/kWh $0.0i 69/them1

I’hc above rates wcn’e des gned to recover a statav~ide USF budget of appro×imteI3 $183,5

million ~zd a sta{cv, ide Li~,:Iine and WbNj budget of approximately $75.5 million.

in their 2015 Annual CompIiance filings, the utilities proposed the fidlowing USF m:d

Lifdine rates (inclt~ding sa~es and Use Tax):

USF $0.0022451kWh

Lifeline $0.000724/k~ h $O,0057/~Eerm

Combined USF/Lil?line $O.002969ikWh

I~ese proposed roles represenl a decrease in the stat.ewide gas USF rate, ~m increase in

lhe statewide electric USF ra~e, and decreases in bo~ the elf-u-it mad gas Lifcline rotes, TEe

~mderlying rote calculaIiorts were contained in ~he utilities’ June 20! 5 filings ,~md were based on

acluat results tbr the period Oc*obm-20 ~4 through April 2015 and eslima/es ibr the period May

2015 tbrot~gh September 2015.

In response ~o a S’~alT Discovcr~ request, the milities updated their migi~vai filings by

replacing estimated data fv>r tee months May and June 2015 wi*h ac*ual cost and re’~ enue data for

those ~wo months. These updates, ffapplied, wovld ver.~ sligI~tly decrease the ufilitics’ originally

proposed USF ra~es lbr {hc electric talibties (a $0.00001 HkWh decrease from the originally
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proposed rates Ibr the electric utilities).~ The originati? proposed gas USF rate m~d clec~ic and

gas [ ifeline rates ~e lm,~l~eted by the two-month update.

In addition, the u~ili/ies’ filings ~cek Board review arid approval for recovery from the

USF Trust F~md of certain incrementa! admini.~rative costs incurred by the t.qilities under

USF pmgr~n, a~ providcd for in the Board’s June 2 I, 2010 Order in Docket No. EO0909077I.

The utilities are currently seeking recoverj of actoa[ and projected a&ninistrative costs incmrred

from October 1. 2014 threu~d: SeNcmber 30, 2015. Ibe following table sho~s the level of

adminisu-alive cost for which the uti}ities seek recovery i~ this proceeding.

Jer~c? Central Power & Light Company ($10,809}

Rockland Electric Company $ 794

Allamic City Elec*ric Company $ 0

Public Service Electric and Gas Company $ 0

Total Elecn-ic Companies ~0~5}

Gas Companic~
Elir~h~o~vn Gas Compm~y $ 0

New Jmey Natural Gas Company $ 6,505
Public S~vice E[ec/r~c and Gas Compm~y $ 0

South Jersey Gas Company $11.142

Total Gas Companies

Total Electric and Gas Companies

The maior~W of the administrative costs shown above are postage m~d p~inting costs

related to the mailing of [SF rclaled lelt~’rs.

Sc, e U{ilities" response to SR-1.
This credit amount results from JCP&L’s transition to r¢co~cr~ng {ts US]: administrative costs

in base rates eI~’ctive April 1,2015. See the Lrt[iities’ response to SR4.
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RATE COUNSEL’S CO?~IMENTS

Rate Counsel has careftd y reviewed the utilities’ June 2015 USF and Li{:ciine Annua]

Compliance Filings. Both Rate CounseI a~d the BoaPa Staff requestc~l additional i~[brraation

I?om the utilities concerning the utiIities’ filings. Rate Counsel ha-< e~u:eftdly reviewed the

utilities" responses thereto.

Rate Counsel examilted (1) tl~e ~tilities’ calculatio~ or their nnder~*~ver recoxery i;osition

al October |, 2014; (2) support provided for the administraIive costs (both utiIity spociIic and

DCA); (3) support provided for the estimated benefits for the 2015/20 |6 program year; and

supp~r~ provided lbr II:e projected sales volumes far the 2015/2016 progrm~ year.

As o[ October 1,2014, the gas utilities had a combined under-recovered tSF balance of

$5.6 miIIion. The utilities pro~;ected ll~at by September 30, 2015, the g~ USF balance *v~II be

o~ er-recovered by approximately $l 1.0 n:illkm. The elec~ric utiiit~es stm~ed the 2014/2015

progrm~ year with a $9.0 miIIion under-recovcD’, which th<- companies ¢s~imae ~xill become a

$10.7 milIion over-recovery by the end of the program year, Septemlx~r 30, 2015.

The Ievel and Dp¢ of u{ili~y-incur>d administrative costs incmTed by {|~ose ~glities sti[l

recovefir~g their administrative costs though the USI, charge appo~ reasonable. Most of thc~c-

costs were ~br postage and pri~:ting associated with USF-reia/ed letters lo ratepayers. The Board

ha~ previously approved these, types of costs in previo~,ts Annual Compliance Filings. Ra~e

Co~:nseI has no objection to their recovery in II~is proceeding.

The DCA administrative costs of $7,413,495 included in th~ Anmiai Compliance Fi~ings

are based on the amotmt provided to the ntibties in correspondence ~om the Board’s Secre~e~"
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dated June 2, 2015.3 l~le Cotmsei takes no ~sition on fl~e reasonableness of that budget

Rat~ Counsel did net ident[~" any serious discmpaacies in the alili~es’ 2015/2016 Annua~

Compliance Filings. l Iowc~-cr, act~I USF ~d Li~cli~e costs m~d recoveries ~e likely Io

prcci~Iy ~ack ~e atilities" pr~t~ons as refl~Ied ~n ~he Comp[imace Filing. A~y o~-cr or

unde~-~[lections ~hat may result t2-~m I~c 2015/2016 program y~ar x,,ill be reconci[c~ ~d are

sut~ect t~ tree-up in the ~ext Annt~l Compliance Filings due on or about June 20, 2016.

Ba~d on khc a~e, Rate Ce~I is no opposed to the p~oposed USF rind 1 i~linc rates

becoming efl~tive or: Oclober [, 2015. In accord~c~ wi~ Ne Bond’s established practice, the

USF ~-ates should remain in,-rim ~:d su~ect to audit end retdnd.

As noted a~ve, the ufiIifies’ updated calculations rcflcct~8 two additionN months

sct~l dsm uould restflt in a very slight decrease ir~ ~he USF rotes l~r the elec~ic utilifics. Rate

Counsel would have no o~ecq~on to tbc implemen~tion of the eith~- the ofigi~*N[y filed or

updated eleclric USF rate.

CONCLUSION

For th(~ foregoing reast~ns, Ra~~ (?~unse~ (1) does t~ot o~}cc~ r~ the utilities’ reque~

recovery oi’~?:eir ac{uaI administralive costs incw~ed ~sociated with lhe USF wogram

tha~ actual c*xpenditures will rcplace the utilities’ *i~mcasrs fi~r ~he monlhs of May t~ugh

September 20[5 in ~e reconciliation to be rel]ected i~ the t~filities" 2016~20~7

CompIiance Fi~ing); (2) takes no poe[lion on he reasonableness oflhe DCA’s proposed budge~

~br the ad~inistmtion office USF procure; (3) dues not objec: m the Board maki~tg fl~e proceed

copy of tJ~e letter was provided by Ihe Utilities in response I~ RCR-4.
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L’SF and LifeIit~e rates ~.ffl;ectiv~.- October t, 2015; (4) wouId not object to the implementation of

either the origi~alIy ~led or electric USE rotes.

Respect fulIy xubmig~ed.

STEFANIE A. BI~_ND
DIRECTOR, DIVISION OF RAIE COUNSEL

Sarah ! L St¢indcI, Esq.
Assistant Deputy Rate Counsel

c: Richard Mroz. President (hand delivered)
Joseph I. Viordaliso, Commissioner (hm~d deli~ered}
MaD’*Anna Holden, Commissioner (hand dclivered)
D~m¢ So[omor*. Commissioner (hand d¢Iivered)
Cpendra Chlvu2,~ula, Commiss~or~er (~d delivered)
Serx ice l.ist (via hand deti~ery or regular mail, and by e-mail)
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