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I. INTRODUCTION

PLEASE STATE YOUR NAME, OCCUPATION AND BUSINESS
ADDRESS.

My name is David E. Peterson. | am the President of and a Senior Consultant
with Chesapeake Regulatory Consultants, Inc. (“CRC”). My business address is
10351 Southern Maryland Blvd., Suite 202, Dunkirk, Maryland 20754.

WHAT IS YOUR EDUCATIONAL BACKGROUND AND EXPERIENCE
IN THE PUBLIC UTILITY FIELD?

| graduated with a Bachelor of Science degree in Economics from South Dakota
State University in May of 1977. In 1983, | received a master’s degree in
Business Administration from the University of South Dakota. My graduate
program included accounting and public utility courses at the University of
Maryland.

In September 1977, | joined the Staff of the Fixed Utilities Division of the South
Dakota Public Utilities Commission as a rate analyst. My responsibilities at the
South Dakota Commission included analyzing and testifying on ratemaking

matters arising in rate proceedings involving electric, gas and telephone utilities.

Since leaving the South Dakota Commission in 1980, | have continued
performing cost of service and revenue requirement analyses as a consultant. In
December 1980, | joined the public utility consulting firm of Hess & Lim, Inc. |
remained with that firm until August 1991, when I joined CRC. Over the years, |
have analyzed filings by electric, natural gas, propane, telephone, water,

wastewater, and steam utilities in connection with utility rate and certificate
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proceedings before federal and state regulatory commissions. A copy of my
curriculum vitae is provided in Appendix A attached to my testimony.

HAVE YOU PREVIOUSLY PRESENTED TESTIMONY IN PUBLIC
UTILITY RATE PROCEEDINGS?

Yes. | have presented testimony in 175 other proceedings before the state
regulatory commissions in Alabama, Arkansas, California, Colorado,
Connecticut, Delaware, Indiana, Kansas, Maine, Maryland, Montana, Nevada,
New Jersey, New Mexico, New York, Pennsylvania, South Dakota, West
Virginia, and Wyoming, and before the Federal Energy Regulatory Commission.
Collectively, my testimonies have addressed the following topics: the appropriate
test year, rate base, revenues, expenses, depreciation, taxes, capital structure,
capital costs, rate of return, cost allocation, rate design, life-cycle analyses,

affiliate transactions, mergers, acquisitions, and cost-tracking procedures.

In addition, | testified twice before the Energy Subcommittee of the Delaware
House of Representatives on the issues of consolidated tax savings and tax
normalization. Also, | have presented seminars on public utility regulation,
revenues requirements, cost allocation, rate design, consolidated tax savings,
income tax normalization and other ratemaking issues to the Delaware Public
Service Commission, to the Commissioners and Staff of the Washington Utilities
and Transportation Commission, and to the Colorado Office of Consumer

Counsel.

HAVE YOU TESTIFIED IN OTHER PROCEEDINGS BEFORE THE
NEW JERSEY BOARD OF PUBLIC UTILITIES (“BOARD”)?

Yes, | have. | have submitted testimony in the following proceedings before the
Board:
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South Jersey Gas Company

New Jersey-American Water Company

ACE/Delmarva Merger
Atlantic City Electric Company

FirstEnergy/GPU Merger (JCP&L)
Jersey Central Power & Light

Rockland Electric Company

Public Service Electric and Gas

Exelon/PSE&G Merger

David E. Peterson, Direct Testimony

Division of Rate Counsel
BPU Docket No. EI118101115

Docket No.

GR8704329

GR03050413
GR03080683
GR10010035

WR88070639
WR91081399]
WR92090906J]
WR94030059
WR95040165
WR98010015
WRO03070511
WRO06030257
WR17090985
WR19121516

EM97020103
ER03020110
ER11080469
ER17030308
ER18020196

EMO00110870
ER02080506
ER05121018
ER12111052
EM14060581
EM15060733
ER18070728

ER02100724
ER06060483
ER09080668
ER19050552

EMO00040253
GR09050422
G012030188
EO18101115
EM05020106
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Exelon/Pepco Holdings Merger EM14060581
Conectiv/Pepco Merger (ACE) EM01050308
Elizabethtown Gas Company GR02040245

GR09030195
The Southern Company/AGL Resources GM15101196
United Water New Jersey, Inc. WR07020135
United Water Toms River WR15020269
New Jersey Natural Gas Company GR07110889

ON WHOSE BEHALF ARE YOU APPEARING IN THIS PROCEEDING?
My appearance in this proceeding is on behalf of the Division of Rate Counsel

(“Rate Counsel”).

1. SUMMARY
WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS
PROCEEDING?
The purpose of my testimony is to present Rate Counsel’s cost allocation and rate
design issues with Atlantic City Electric Company’s (“ACE” or “the Company”)
proposed plug-in vehicle charging initiatives (“the “PIV Program”), with a
specific interest on the impacts of the PIV program on ACE’s residential

customers.

BEFORE YOU DISCUSS YOUR FINDINGS AND
RECOMMENDATIONS, PLEASE PROVIDE A VERY BRIEF
OVERVIEW ON ACE’S PROPOSAL IN THIS PROCEEDING.

ACE’s original Petition in this matter was filed on February 22, 2018. The PIV
Program outlined in that Petition was subsequently altered and expanded upon in
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an Amended Petition filed on December 17, 2019. ACE’s Amended Petition
seeks Board approval for the Company’s expanded PIV Program. ACE’s most
recent proposed PIV Program is a multi-year, $42.107 million initiative consisting
of thirteen separate rate, rebate and incentive offerings for PIV charging and PIV
bus conversion. The thirteen offerings and their primary features are summarized

below.

e Offering #1: Residential Whole House Time-of-Use [“TOU”] Rates.

o Offering #2: Off-Peak, Off-Bill Incentive for Residential Customers with
Existing, Installed EVSE.

o Offering #3: Level 2 EVSE and Installiation Rebates for Residential
Customers without Existing Chargers, Plus Off-Peak Incentive.

e Offering #4: Rebates for Level 2 EVSE and Installation, and Demand
Charge Offset Incentive for MDUs with dedicated on-site parking,
currently without existing EVSE.

e Offering #5: Rebates for Level 2 EVSE for Workplaces, Plus Demand
Charge Offset Incentive.

e Offering #6: Rebates for Level 2 EVSE for Electric Vehicle Fleets, Plus
Demand Charge Offset Incentive.

e Offering #7: Public Charging — Utility-Owned and Operated DCFCs.

e Offering #8: Public Charging — Utility-Owned Level 2 EVSEs.

e Offering #9: Demand Charge Incentive for “Make Ready” Work
Incentives for Non-Utility Owned Public DCFCs.

e Offering #10: The Innovation Fund.

e Offering #11: Electric School Bus Fund.

e Offering #12: New Jersey Transit Bus Electrification.

o Offering #13: The Green Adder.
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For each of the Offerings, ACE proposes to establish two regulatory assets: (1) a
Program Regulatory Asset to capture all non-capital related costs incurred in
connection with Offerings 1 through 12; and (2) a Green Adder Regulatory Asset
for renewable energy-related costs (Offering 13). As proposed, the Program
Regulatory Asset will accrue a carrying charge, equal to the Company’s most
recent approved weighted cost of capital and will be amortized in rates over a
five-year period beginning with the Company’s next base rate case. The proposed
Green Adder Regulatory Asset will track renewable energy costs on a dollar-for-
dollar basis each year corresponding to the Company’s purchase of renewable
energy credits. The proposed Green Adder Regulatory Asset also includes an

annual true-up mechanism to ensure the matching of revenues and expenses.

WHAT IS YOUR OVERALL IMPRESSION OF THE COMPANY’S
PROPOSED PIV PROGRAM?

From a cost allocation and rate design standpoint, my overall impression is not
favorable. ACE’s PIV Program is inconsistent with cost-based ratemaking
principles in that it is intentionally designed to force ACE’s general body of
customers to subsidize the Company’s costs of providing PIV service to relatively
few electric vehicle customers. My specific cost allocation and rate design
concerns, as they relate to the residential class, are explained in more detail in the

following section of my testimony.

I1l. PIV — Rate Design Considerations

WHAT CATEGORIES OF COSTS ARE EXPECTED TO BE INCURRED
UNDER THE PROPOSED PIV PROGRAM?
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ACE’s witnesses have identified two broad categories of costs that will be
incurred under its PIV Program, capital costs and regulatory asset-related costs.
Capital costs, which include time-of-use meters and PIV charging equipment,
account for approximately $15 million of the total expected cost of the PIV
Program. Regulatory Asset-related costs account for the remaining $27 million of
total estimated PIV Program Costs. ACE witness Michael T. Normand identified
the following subcategories of costs to be included in his proposed Program
Regulatory Asset account:
¢ Rebates on electric vehicle servicing (charging) equipment (a/k/a
EVSE);
e Rebates on installation costs;
e Rate incentives;
e Community and Transit Funds/Grants;
e Recurring Network & Data costs;
e Program Implementation and Administrative costs; and
e Incremental Depreciation and Operation and Maintenance
(“O&M”) expenses.*

WHICH OF THE COMPANY’S OFFERINGS IMPACT ACE’S
RESIDENTIAL CUSTOMERS?

The Offerings that impact ACE’s residential customers are identified in ACE
witness Mr. Normand’s Schedule (MTN)-3, page 4, attached to his Direct
Testimony in this proceeding. Therein, it is shown that capital and regulatory
assets costs incurred under Offerings #1, #2, and #3 are 100 percent allocated to
the residential class. In addition, capital and/or Program Regulatory Asset costs
incurred under Offerings #7, #8, #10, #11 and #12 are, in part (59 percent), to be
allocated to the residential class. That is, any costs incurred in connection with

1 Normand Schedule (MTN)-3, page 1.
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these PIV Offerings that are not directly paid for by the PI1V customer will be
allocated to the general body of residential customers and become part of base
rates for that service class. In total, Mr. Normand determined that $21.9 million,
or 52 percent, of the $42.1 million estimated total cost will be allocated to the
residential class.?

WHAT IS YOUR OBJECTION TO OFFERING #1 - WHOLE HOUSE
TIME OF USE (“TOU”)?

My objection to Offering #1 is the same as it is for the other Offerings — i.e.,
ACE’s proposal results in non-P1V residential customers paying for a service they
do not receive. For example, Mr. Normand estimates that the Company will
spend $120,000 in capital costs for TOU electric meters for PIV customers
seeking service under Offering #1. TOU meters are more expensive than non-
TOU meters presently used by residential customers. Yet, Mr. Normand does not
propose to increase the monthly customer charge for Offering #1 customers to
recover the additional cost of the TOU meter. Rather, he proposes that all
customers pay for the additional TOU meter costs. This treatment is inconsistent
with proper cost allocation and rate design principles which dictate that customers
receiving service benefits pay the related costs. This principle has been a
fundamental cost allocation and rate design principle in every ACE base rate
proceeding in which I have been involved and is the guiding principle in class
cost of service studies previously filed by ACE in base rate proceedings. Mr.
Normand’s proposed cost recovery procedures in this proceeding do not meet this

basic objective, however.

I have the same objection for the $428,000 of Program Regulatory Assets that
ACE projects to accrue in connection with Offering #1. Non-PIV residential

2 Normand Schedule (MTN)-3, page 4.
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customers do not receive any benefit for the service to be provided under Offering
#1. Therefore, the Program Regulatory Asset costs should not be charged to non-

P1V residential customers.

ARE YOUR OBJECTIONS TO OFFERINGS #2 AND #3 ANY
DIFFERENT THAN YOUR OBJECTIONS TO OFFERING #1?

No. Offerings #2 and #3 feature off-peak rates for PIV charging and incentives
and rebates for installing in-home residential charging stations, which are not all
included in Offering #1, but the regulatory principle is the same. Non-PIV
residential customers receive no identifiable direct benefit from the PIV services
provided under Offerings #1, #2 and #3. It is only the relatively few PIV
customers that will benefit from any of these three Offerings. Therefore, the large
body of residential non-PIV customers should not be required to pay for the
incentives that ACE is willing to extend to its small subclass of residential P1V
customers. The users that require ACE to incur the costs and who receive the

service benefits should pay for those costs.

EARLIER YOU STATED THAT THE RESIDENTIAL CLASS WOULD
BE ALLOCATED 59 PERCENT OF THE CAPITAL AND PROGRAM
REGULATORY ASSET COSTS ASSOCIATED WITH OFFERINGS #7,
#8, #10, #11, AND #12, UNDER MR. NORMAND’S PROPOSED COST
ALLOCATION SCHEME. DO NON-PIV RESIDENTIAL CUSTOMERS
RECEIVE ANY DIRECT BENEFITS FROM THE SERVICES TO BE
PROVIDED UNDER ANY OF THESE OFFERINGS?

No. The services to be provided under all these Offerings are not even remotely
related to residential service. Rather, they target utility-owned and non-utility
owned public charging stations, grants and subsidies to be provided to school
districts, and the New Jersey Transit system for the purchase and support of
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distribution upgrades and charging equipment for electric buses. As such,
residential customers will not receive any direct benefit from any of these
Offerings. Thus, there is no cost of service justification for allocating any of these

non-residential PIV-related costs to the residential service class.

DO YOU HAVE ANOTHER CONCERN WITH THE PROGRAM
REGULATORY ASSET THAT MR. NORMAND PROPOSES?

Yes, | do. For PIV-related capital costs incurred, Mr. Normand proposed to
include those investments in plant in service, with no deferral. However, Mr.
Norman proposes that the associated depreciation expense and O&M expenses on
those plant investments be included in the Program Regulatory Asset account.
Including depreciation expense and O&M expenses in the Program Regulatory

Asset account, however, will result in some double recovery of those two costs.

Under Mr. Normand’s proposal, the accumulated Program Regulatory Asset,
which will also include a carrying charge, will be amortized through rates over a
five-year period beginning with ACE’s next base rate case. But, some or all of
ACE’s depreciation and O&M expenses on its PIV capital costs will have already
been recovered in base rates. Thus, some amount of double recovery of
depreciation and O&M expenses will occur.

PLEASE EXPLAIN.

ACE’s present base rates include expense allowances for depreciation and O&M
expenses on the assets in service at the time of ACE’s last base rate proceeding.
Those two expenses, coupled with test year sales volumes also from ACE’s last
base rate proceeding, result in a unit charge rate allowance for depreciation and
O&M expenses. Under Mr. Normand’s proposed rate design for Offerings #1, #2,
and #3, residential PV customers will continue to pay ACE’s current distribution
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charges, including the unit charge amounts for depreciation and O&M expenses,
on all sales volumes, including the incremental P1V-related kWh sales. It is the
unit charge amounts for depreciation and O&M expenses included in base rates as
applied to the incremental P1V-related kWh sales that provides some amount of
cost recovery for the incremental depreciation and O&M expenses on incremental
PIV-related capital facilities. Moreover, ACE will continue to collect the rate of
return and depreciation expense allowances that are embedded in the Company’s
current base rates relating to the non-TOU meters that are retired for residential
customers choosing Offering #1. Therefore, if the entire balance of the
depreciation and O&M expenses on PIV assets are deferred and recovered
through the Program Regulatory Asset amortization as Mr. Normand proposes,
some level of double recovery of those costs surely will follow. The precise
amount of the double recovery will of course depend on the level of incremental
PIV-related kWh sales, which cannot be determined with certainty at this time.
Nevertheless, a double recovery is certain to occur.

GIVEN YOUR CONCERNS, WHAT IS YOUR CONCLUSION AND
RECOMMENDATION TO THE BOARD IN THIS PROCEEDING?

My primary conclusion is that ACE’s proposed PIV Program fails the
fundamental and long-standing cost allocation and ratemaking principle that
customers receiving service benefits from the utility should pay the associated
costs incurred to provide that service. In this proceeding, however, ACE has
intentionally designed a cost recovery scheme that results in the general body of
non-P1V customers subsidizing the cost of PIV service for a relatively few PIV
customers. This subsidization is unreasonable and discriminatory, especially for
those residential customers who do not own any vehicle, let alone an electric

vehicle, and must rely on public transportation.
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The decision to purchase an electric vehicle is a matter of economics. As with
any purchase, the expected benefits must outweigh the costs, including
consideration of alternative costs. For example, the purchase of an electric
vehicle will reduce the number of trips to a gasoline filling station. But that
saving must be netted against the cost of PIV charging. A false economic savings
will result if the prospective buyer relies on subsidized costs of PIV charging, as
will occur under ACE’s PIV Program initiatives. The false economic savings
occur because ACE’s general body of non-PIV customers have been forced to
subsidize the PIV Program, conferring a non-cost-based benefit on a select few
customers that are able to purchase an electric vehicle. This subsidy is contrary to

long-standing ratemaking principles and should be rejected by the Board.

Lastly, |1 echo Dr. Hausman’s recommendation that if the Board approves a PIV
program in some form that ACE be directed to establish PIV-specific rate
schedules for the Residential and for the Commercial and Industrial classes so that
costs incurred to provide PIV services to each class can be accounted for and

appropriately charged to customers that receive PIV service.®

DOES THIS COMPLETE YOUR TESTIMONY AT THIS TIME?
Yes, it does, however, | wish to reserve the right to supplement this testimony if

new information is received.

® Direct Testimony of Ezra D. Hausman, PhD., page 7.
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Professional Qualifications and Purpose of Testimony

Please state your name, occupation, and business address.

My name is Ezra D. Hausman, Ph.D. | am an independent consultant doing business as
Ezra Hausman Consulting, operating from offices at 77 Kaposia Street, Auburndale,

Massachusetts 02466.

What is your educational and professional background?

I hold a BA in Psychology from Wesleyan University, an MS in Environmental
Engineering from Tufts University, an SM in Applied Physics from Harvard University,
and a PhD in Atmospheric Chemistry from Harvard University. | have been involved in
analysis of both regulated and restructured electricity markets for over 20 years. | have

provided a detailed resume as Exhibit EDH-1.

I have worked as an independent consultant and expert based on my expertise and
experience in energy economics and environmental science since 2014. From 2005 until
early 2014, |1 was employed at Synapse Energy Economics, Inc., a research and
consulting company located in Cambridge, Massachusetts, where | served most recently
as Vice President and Chief Operating Officer. At Synapse, and continuing as an
independent consultant, | served as an analyst and expert in several areas related to my

expertise and experience in energy economics. Specific areas include:

e State and regional energy, capacity, and transmission planning, including both utility
resource planning and long-term (multi-decadal) climate-constrained resource
planning

e Electricity, generating capacity, and demand-side resource market design and analysis
-1-
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e Review and analysis of utility energy efficiency (“EE”) program filings
e Electric system dispatch modeling

e Economic analysis of environmental and other regulations, including greenhouse gas
regulation, in electricity markets

e Economic analysis, price forecasting, and asset valuation in electricity markets

e Quantification of the economic and environmental benefits of displaced emissions
and market price impacts associated with energy efficiency and renewable energy

e Regulation and mitigation of greenhouse gas emissions from the supply and demand
sides of the U.S. electricity sector.

I have provided testimony or appeared before public utility commissions and/or
legislative committees in Arizona, Florida, Illinois, Idaho, lowa, Kansas, Louisiana,
Maryland, Massachusetts, Minnesota, Mississippi, Missouri, North Carolina, New
Hampshire, New Jersey, Nevada, Oregon, Pennsylvania, South Carolina, South Dakota,
Utah, Vermont, Virginia, Washington, DC and Washington State, as well as at the federal
level. | have provided expert representation for stakeholders at the PJM RTO, at the
Midcontinent Independent System Operator, Inc. (“MISQO”), and at the Federal Energy

Regulatory Commission (“FERC?”).

From 1998 through 2004 | was employed as a Senior Associate at Tabors
Caramanis and Associates (“TCA”) of Cambridge, Massachusetts. In 2004, TCA was
acquired by Charles River Associates (“CRA”), where | remained until I joined Synapse
in 2005. At TCA/CRA, | performed a wide range of electricity market and economic
analyses and price forecast modeling studies. These included asset valuation studies,

market transition cost/benefit studies, market power analyses, and litigation support. |

2.
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have extensive experience with market simulation, production cost modeling, and

resource planning methodologies and software.

Have you previously testified before the New Jersey Board of Public Utilities
(“BPU”, or “Board”)?

Yes. On September 2nd of this year | submitted prefiled written testimony on behalf of
the New Jersey Division of Rate Counsel (“Rate Counsel”) in response to the petition of
Public Service Electric & Gas Company (“PSE&G™) for approval of its proposed Clean
Energy Future — Electric Vehicle and Energy Storage program.* | filed written testimony
in the most recent energy efficiency program (“EE 2017”) filing by PSE&G (BPU
Docket No. EO17030196); in PSE&G’s 2018 CEF-EE filing (BPU Docket No.
G018101112 & EO18101113); and in Rockland Electric’s low income/energy efficiency
filing (BPU Docket No. ER17080869). | have also participated in numerous Board-
sponsored stakeholder processes on behalf of Rate Counsel, including the ongoing
NJBPU Electric Vehicle Infrastructure Stakeholder Work Group, and | have supported
Rate Counsel’s review of several utility filings that were resolved through settlement

prior to submittal of intervenor testimony.

' 1/M/O the Petition of Public Service Electric and Gas Company for Approval of its Clean Energy Future
— Electric Vehicle and Energy Storage (“CEF-EVES”) Program on a Regulated Basis, BPU Docket No.
EO18101111.
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What is the purpose of your testimony in this proceeding?

The purpose of my testimony is to address the proposal by Atlantic City Electric
Company (“ACE”) to implement thirteen programs to support Plug-In Vehicle (“PIV” or
“EV”)2 ownership and charging infrastructure in its service territory, on a rate-regulated
basis. In my testimony I review the Company’s proposal in the context of recent clean
energy legislation in New Jersey,® relevant Board orders,* the Energy Master Plan
(“EMP”), and the EV straw proposal (“EV Straw Proposal”) prepared by Board Staff. |
also review whether ACE’s programs can reasonably be deemed energy efficiency
programs suitable for ratepayer funding. | also address issues concerning equitable access
and impact raised by the Company’s proposal. Finally, | review the cost-benefit analysis
prepared by ACE witness, Mark Warner. Rate Counsel witness David E. Peterson is
providing companion testimony on behalf of Rate Counsel on issues related to rate design

and cost allocation.

% The term “EV” generally refers to all-electric vehicles, while “PIV” can refer to plug-in hybrid gas-
electric or all-electric vehicles. In general, | use the more general term “PIV” following the terminology
in ACE’s petition and the PIV Act (see footnote 3), but both terms appear in various relevant New Jersey
legal and regulatory documents.

3«Clean Energy Act,” P.L. 2018, c. 17, and the “Plug-In Electric Vehicles Act (“PIV Act”),” P.L. 2019,
c. 362, codified at N.J.S.A. 48:25-1 et seq.

* Among others, 1/M/O Implementation of P.L. 2018, c. 17 Regarding the Establishment of Energy
Efficiency and Peak Demand Reduction Programs, BPU Docket Nos. Q019010040, Q019060748 &
Q017091044 (Order Directing the Utilities to Establish EE and Peak Demand Reduction Programs, June
10, 2020) (“CEA Order™).

® 1/M/O Straw Proposal on Electric Vehicle Infrastructure Build Out, BPU Docket No. Q020050357
(Straw Proposal, dated May 18, 2020). (“EV Straw Proposal”). Rate Counsel submitted comments on the
Straw Proposal on June 17, 2020.

4 -
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What information have you reviewed in preparation of this testimony?

I have reviewed the Company’s initial Petition dated February 22, 2018; its Amended
Petition dated December 17, 2019; supporting testimony for both Petitions; and the
workpapers provided by the Company. | have also reviewed ACE’s responses to
discovery questions propounded by Rate Counsel and other parties. | have reviewed
numerous publicly available industry reports, including reports provided with or
referenced in or the Company’s petition and its discovery responses. | have also reviewed

the direct testimony of Rate Counsel witness David E. Peterson.

Summary of Conclusions and Recommendations
What are your conclusions and recommendations to the Board regarding the
Company’s overall proposal?

I recommend that the Board deny ACE’s petition in its entirety at this time.

While I am not an attorney, | do not believe that the proposals offered by ACE are
supported by its statutory obligation to provide safe, adequate, and proper service® at just
and reasonable rates,” or that there is any mandate or authority to implement the
Company’s PIV proposals on a rate regulated basis in New Jersey. | find the proposals to
be premature, as the Board has yet to issue a ruling on Staff’s EV Straw Proposal or to
issue a ruling under Docket No. Q020050357 establishing guidelines for utility

involvement in the Electric Vehicle ecosystem pursuant to the Plug-In Electric Vehicles

®N.J.S.A. 48:2-23 and N.J.A.C. 14:3-3.1.
"N.J.S.A. 48:2-21
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Act.® | further find that the Company’s proposals raise significant equity and free
ridership issues that have not been addressed by the Company. While there are elements
of the Company’s PIV proposals that may provide benefits for New Jersey and New

Jerseyans, | recommend that the Board reject these offerings at this time.

If the Board chooses not to reject the Company’s petition outright, | recommend
that the Board approve offering 13 as proposed; reject offerings 3, 5, 6, 7, 8, 10, 11, and

12; and approve offerings 1, 2, 4, and 9 in part or with modifications as detailed herein.

Whatever P1V-related offerings the Commission decides to approve in this or a
later proceeding, | recommend that the Company be directed to establish PIV-specific
Residential and commercial and industrial (“C&I’) rate classes for electricity used for the
purpose of charging electric vehicles, and that the specific costs associated with support
for PIV charging infrastructure be allocated to this class, consistent with the ratemaking
principle of allocating costs based on causation. Rate Counsel witness Mr. Peterson

addresses this in more detail in his testimony.

What are your conclusions regarding the Company’s cost-benefit Analyses?
As part of its December 2019 Amended Petition, ACE provided the testimony of Mr.
Mark Warner of Gabel & Associates, presenting the results of Cost Benefit Analyses

(“CBA”). These included an overall Societal Cost Test (“SCT’”) comparing the benefits

8p.L. 2019, c. 362, codified at N.J.S.A. 48:25-1 et seq.; hereinafter “PIV Act”.

6 -
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and costs of EV adoption in New Jersey, and a series of “Merit Tests” focusing on

several of the Company’s proposed offerings.

| find that that the Company’s primary CBA, applying a variant of the Societal
Cost Test (“SCT?”) to a projected number of PIVs in New Jersey, is inapplicable to the
proposed program because it is based on a projection of PV adoption in ACE’ service
territory that is unrelated to the Company’s proposal. The result of this test should be

given no weight by the Board.

Mr. Warner’s merit tests, unlike his SCT, are designed to analyze several of the
Company’s proposed offerings. However, among other shortcoming, his failure to
consider free ridership renders his projected benefits far higher than could reasonably be
attributed to the Company’s offerings. Mr. Warner’s test results are also predicated on
numerous crucial speculative and unproven assumptions, among which is the assumption
that the Company’s proposed programs are necessary to foster growth in P1V adoption in
New Jersey. This assumption is contradicted by Mr. Warner’s own projection of very
high adoption rates underlying his SCT test.® Mr. Warner’s merit tests also claim benefits
that go far beyond what could reasonably be attributed to the Company’s proposed
offerings, including an unrealistically high valuation of avoided peak load harm for some

of the offerings.

Finally, Mr. Warner’s merit test results rely on a very high valuation of avoided

emissions, applied to emissions reductions that once again are not limited to the actual

% Warner direct, page 4 at 1-13.
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impact of the Company’s proposed offerings. Mr. Warner also provides a sensitivity

version of each test that omits consideration of these environmental benefits.

Regulatory Framework

Please briefly describe the current regulatory framework for electric vehicles in
New Jersey.

The regulatory framework for P1Vs has evolved rapidly in the last two years. The
centerpiece is New Jersey’s PIV Act, enacted in January 2020, which sets forth the
State’s goal of 300,000 light duty PI1Vs registered in the state by the end of 2025, as well
as a goal of 2 million registered light duty PIVs by 2035, and that 85% of all light duty
vehicles sold or leased in the state be PIVs by the end of 2040."° The PIV Act further set
numerical and locational standards for installation of public chargers in the state by 2025
and 2030, including goals for location and quantity of DC Fast Chargers (“DCFC”) and
public Level 2 chargers,™ and sets increasing goals over time for the percentage of multi-

unit dwellings and overnight lodging facilities to host PIV chargers.*

Moreover, the PIV Act also sets forth a mechanism for PIV purchase rebates and
rebates for the installation of PIV charging equipment. Specifically, N.J.S.A. 48:25-4
establishes an “EV Incentive Rebate Program” which “shall take the form of a one-time

payment to the purchaser or lessee of an eligible vehicle.”** Section 6 states that “[t]he

10 NLJ.S.A. 48:25-3(a) (1)-(3).
1'NLJ.S.A. 48:25-3(a)(4)-(5).
12 NLJ.S.A. 48:25-3(a)(6)-(7).
13 N.J.S.A. 48:25-4.
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Board of Public Utilities may establish and implement a program to provide incentives

14 which

for the purchase and installation of in-home electric vehicle service equipment
“shall not exceed $500 per person.”*® Section 7 establishes a Plug-in Electric Vehicle
Incentive Fund, to be administered by the Board and funded from the Societal Benefits

Charge (“SBC”) at a level of $30 million per anum.*®

The Board is in the process of establishing its policies pursuant to the PIV Act

under Docket No. Q020050357.

Other New Jersey initiatives address PIV policies and objectives in general, but
do not set forth a specific mechanism to promote PIV ownership. In June 2019, Governor
Murphy established the New Jersey “Partnership to Plug In” and established a goal of
having no fewer than 300,000 registered Zero-Emissions Vehicles in the State by 2025.
This partnership was memorialized in a Memorandum of Understanding among the New
Jersey Department of Environmental Protection (“DEP”), the New Jersey Board of Public
Utilities (“Board”) and the New Jersey Economic Development Authority (“EDA”).*" In
January 2020, the State released its updated Energy Master Plan (“EMP”)*® a policy
document which includes a “strategy” to “Reduce Energy Consumption and Emissions

from the Transportation Sector.” This strategy included a number of sub-strategies, but

" N.J.S.A. 48:25-6(a).

 N.J.S.A. 48:25-6(c)(2).

' N.J.S.A. 48:25-7.

17 http://liberty.state.nj.us/governor/news/news/562019/approved/20190603b.shtml.

18 State of New Jersey, “2019 New Jersey Energy Master Plan, Pathway to 2050,” available at
https://www.nj.gov/emp/docs/ (viewed 8/31/20).

_9-
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again no specific mechanisms, that included expansion of PIV ownership, charging
infrastructure, and clean transportation options, including to low-income communities,

vehicle fleets, NJ TRANSIT, and medium- and heavy-duty vehicles.

The primary policy initiative identified in the EMP to encourage purchase of
light-duty vehicles is cash rebates, consistent with the approach established in the PIV
Act. The EMP also noted the need “to create a comprehensive ‘EV Ecosystem’ that
provides consumers with easy access to charging infrastructure for EVs.”*® Among the
policy directions identified in the EMP to promote increased charging infrastructure was
a “ “shared responsibility’ model for EV infrastructure that promotes appropriate roles for
both the utility and for private investors.”®® The EMP also identified rate reform as an
important part of the State’s strategy, to address the risk that demand charges would
make charging at low-utilization locations prohibitively expensive, “particularly in multi-
family dwellings or at small-to-medium size commercial businesses.”?* The EMP did not
address the conflict between application of the cost causation principle in utility
ratemaking and reduction of demand charges that are designed to reflect this cost

causation principle.

The PIV Act was signed into law in January 2020, shortly after the final EMP was

released. On May 18, 2020, Board Staff distributed its EV Straw Proposal for review and

Y EMP, page 64-65.
2 EMP, page 66.

24,

-10 -
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comment proposing how the Board would implement the PIV Act.?? In this proposal,
Staff elaborated on its interpretation of the concept of a “ “‘Shared Responsibility’
business model for Ownership, Maintenance and Advertising of EV Infrastructure.”?
Staff’s view of this model was that Electric Distribution Companies (“EDC”) “...invest
in (and earn on) the wiring and backbone infrastructure necessary to enable a robust EV
Ecosystem and the private sector owns, operates and advertises” Electric Vehicle Service
Equipment (“EVSE™).?* Staff recommended that EDC ownership of charging
infrastructure be limited to a role as “party of last resort”,? investing in EVSE only
where necessary when the private sector has failed to do so. The EV Straw Proposal does
not specify how such situations are to be identified, but it is clear that the private sector is
to be given the first opportunity to meet public charging needs before a utility would step
in.?° The EV Straw Proposal specifically limited the role of utilities in owning or
investing in EVSE beyond “charger-ready” infrastructure due, in part, to the risk of
charging technology becoming obsolete:

...the portions of the EV Ecosystem that are likely to become obsolete the fastest

are the EVSE. Staff expects that as technology changes and various standards

22 1/M/O Straw Proposal on Electric Vehicle Infrastructure Build Out, BPU Docket No. Q020050357
(Straw Proposal, dated May 18, 2020). (“EV Straw Proposal”). Rate Counsel submitted comments on the
Straw Proposal on June 17, 2020.

2 Straw Proposal, page 7.

% EV Straw Proposal 1 V(A): “Staff proposes that charging station infrastructure, or EVSE, costs will be
generally borne by private investors, with no recourse to ratepayer funds, except where the EDC acts as
the party of last resort, where investment in EVSE is not occurring, or is not occurring in specific
geographic areas.”

-11 -
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come and fade away, there is significant risk associated with this rapid pace of
technological change, particularly with respect to networking hardware and
payment systems, and the software tied to this equipment. Further, EDCs have no
particular expertise in siting, maintaining, marketing or operating EVSE,

whereas EVSE Infrastructure Companies specialize in providing these services.?’

Has Staff’s EV Straw Proposal been accepted as policy guidance by the Board as of
this writing?

No. The Board has not yet issued a ruling on the EV Straw Proposal, nor has it
established specific rules or roles for utilities and other entities in building out the PIV

ecosystem in New Jersey. This process is ongoing.

Do the goals set forth in the New Jersey Energy Master Plan have the force of law?

To my understanding it does not.

When did ACE file its PIV program, relative to the events described above?

ACE initially filed a petition requesting Board approval of its proposed program in
February 2018, predating all of the developments described above. It filed an amended
and expanded petition in December 2019, which followed the Governor’s establishment
of the “Partnership to Plug In,” but predated release of the final 2019 EMP, the PIV Act,
and Staff’s Straw Proposal. In its amended petition, ACE increased its proposed budget,

from roughly $15 million to $42 million, and added new offerings. It also added a

2" EV Straw Proposal, page 8.
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“demand charge set-point” concept to some of its offerings to address the issue of high

per-charge costs for low-utilization EVSE identified in the EMP.?

Q. In your opinion, are ACE’s program offerings necessary and well-designed to meet

the goals and requirements set forth above?

A No. The offerings proposed by the Company are heavily weighted toward subsidizing

PIV charging equipment for a few individuals and corporate entities at the expense of all
ACE ratepayers. Further, many elements of the Company’s proposal seem inconsistent
with the “Shared Responsibility” model espoused by the EMP and echoed in Staff’s EV
Straw Proposal for implementation of the PIV Act, and seem likely to do little if anything

to promote additional PV ownership.

Q. Has ACE acknowledged the inconsistency between its proposals and the “Shared
Responsibility” model?

A Yes. In response to Rate Counsel Discovery Request RCR-10, ACE stated that “the
Company believes that the shared responsibility model is unduly limiting” and that “[t]he
Company maintains that preclusion of utility ownership and operation of EV charging
infrastructure (save for instances of “last resort,” as detailed in the EV Straw Proposal)
may result in the further stagnation of the deployment of necessary EV charging

infrastructure where private capital has proven unmotivated to enter the market.”*°

2 Amended Petition, 1 39.
 Response to Data Request RCR-10.
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What is your response?

Although the “Shared Responsibility” model proposed by Staff has yet to be endorsed by
the Board, the Company’s claim that it is “unduly limiting” would more appropriately be
evaluated in the proceeding concerning that proposal,®® rather than just assuming away
Staff’s proposal in its current filing. Further, the “last resort” proposal from Staff is
designed precisely to address “deployment of necessary EV charging infrastructure where

private capital has proven unmotivated to enter the market.”*

Has ACE provided any other justifications for departing from the “Party of Last
Resort” role proposed by Staff for EDCs?

Yes. In response to BPU Staff date request S-API-DCE-7, ACE stated that “the definition
of a ‘last resort’ is in itself subjective and dynamic, changing constantly over time with

the ebb and flow of the market conditions.”%?

Do you agree?
No. Staff’s proposal is for utilities to assume this role “where investment in EVSE is not
occurring, or is not occurring in specific geographic areas.”** ACE is attempting to blur

the definition of “last resort” by making it forward looking, but the language of the EV

% BPU Docket No. Q020050357, In the Matter of Straw Proposal on Electric Vehicle Infrastructure
Build Out.

L EV Straw Proposal, page 7: “Staff proposes that charging station infrastructure, or EVSE, costs will be
generally borne by private investors, with no recourse to ratepayer funds, except where the EDC acts as
the party of last resort, where investment in EVSE is not occurring, or is not occurring in specific
geographic areas.”

%2 Response to Staff Data Request S-API-DCE-7.

% EV Straw Proposal, page 7.
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Straw Proposal clearly calls for an assessment of whether the private market has failed,

not whether it is likely to fail. Utility involvement is limited to a last resort for good

reasons, including that it could harm free-market competition, and could limit the

flexibility of the market to respond to the very “dynamic” market conditions ACE

describes. This includes the flexibility to regularly update charging infrastructure as

technology and market conditions evolve. Staff’s use of “last resort” is explicit and

unambiguous: utility involvement should be invoked only if nothing else works.

Proposed Program Offerings

What are the offerings proposed by ACE in its amended filing?

Table 1 lists each of the proposed offerings, deployment goals, and budgets.**

TABLE 1. ACE PrROPOSED PIV OFFERINGS AND BUDGET
Offering

\[o} Description Deployment Goals Budget
1 Whole House TOU U”"m'md’bi%%:tssumed for $120,000
2 Off-Peak Incentive 300 customers $192,023
Managed Charging (Charger
3 and install rebate) 1,500 L2 EVSE $3,395,749
Multi-Family L2 (Charger and 200 L2 EVSE, ~67
4 install rebate) locations $1,804,969
Workplace L2 (Charger N
5 rebate, demand charge Lt IIZ E\./SE’ 0 $806,395
. . ocations
incentive)
6 Fleet L2 (Charg_er rebgte, 150 L2 E\_/SE, ~30 $806,395
demand charge incentive) locations
7| Utility-Owned Public DCFC® | 4> DCFC hargers, =15 $4,576,200
ocations
8 Utility-Owned Public L2 200 L2 Chargers, ~65 $7,336,200

% As described in the direct testimony of Mark Warner, Figure 1.
% A “DCFC” is a direct current fast charger.
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locations
Privately-Owned Public 30 DCFC locations
. DCFC available for public use SO TR
10 Innovation Fund
11 Electric School Buses AU LB ET Dl $5,500,000
chargers
. 1 depot location,
12 NJ Transit partially electrified $2,500,000
13 Green Adder N/A $0
IT, Admin., Marketing N/A $8,998,700
Total Cost: $42,107,410

How does ACE propose to recover the costs of its programs?

ACE’s proposal for cost recovery is discussed in detail in the testimony of Rate Counsel
witness, David Peterson. Briefly, ACE proposes to place all capital related to each of its
programs into rate base as it is placed into service, to be recovered in its future rate case
proceedings.*® It further proposes to place all non-capital costs and revenues into a new
regulatory asset (the “PIV Program Regulatory Asset”) which it proposes to amortize
over a five-year period, earning a return at its rate base return on equity (“ROE”).*’
Under ACE’s proposal, the costs of recovering and earning on this regulatory asset will
be allocated on a rate class basis, such that costs associated with residential programs will
be allocated to all residential customers, and costs associated with non-residential

programs will be allocated to all non-residential customers.

% Filing, 157.

¥ Filing 158-159.

% Verbal response of ACE on discovery call, August 17, 2020. This is consistent with the allocations
shown in the workbook “RCR-RD-2, Attachment 1.xIsx” provided in response to Rate Counsel Discovery
Request RCR-RD-2.
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Does this raise concerns for you?

Yes. | raised earlier my general concern that funding P1V infrastructure, beyond that
required for the provision of reliable electric service, is beyond the scope of an electric
utility’s franchise in New Jersey. Further, even if the costs of PIV infrastructure were to
be incurred by a utility and recovered in rates, these costs should be borne by those who
charge and drive PIVs, and not socialized to other ratepayers who do not own, and cannot
afford, these premium products. As Rate Counsel noted in its comments on the Straw
Proposal, “[r]equiring ratepayers as a whole, many of whom may never be able to afford
these luxury vehicles, to subsidize those who can afford them, is wholly inequitable, and
is not made up for by the fact that there may be system benefits several decades from

nOW."39

ACE witness Mark Warner’s testimony in this case shows that the greatest benefit
from PIV ownership and operation in New Jersey accrues to the PIV owners
themselves.* In applying the Societal Cost Test to “market-wide” PIV ownership in its
service territory (i.e., beyond the impact of its own proposed offerings), Mr. Warner finds
that fully 2/3 of the overall benefits are captured by the owner in reduced operating and
maintenance expenses.*" Another large “benefit” is the federal tax incentive for PIV
purchases, which also accrues to the owner. Because today’s PIVs (and those for the

foreseeable future) are luxury vehicles, these benefits are likely to be overwhelmingly

% Rate Counsel Comments on Straw Proposal, June 17, 2020, page 3.
““Warner Direct, Figures 7 and 8 on pages 41 and 42, respectively.
! Warner direct, Figure 7 on page 41.
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captured by the higher-income customers who can afford such cars. It is hard to fathom
why the costs of the utility’s offerings should be socialized to all customers in a class,
including low- and moderate-income customers who are unlikely to be early-adopters of

such vehicles.

Are the Company’s proposed offerings “energy efficiency” programs, in the sense
envisioned in the New Jersey Law?
I am not an attorney, but a plain reading of the 2007 “RGGI Act” suggests that it is not.
P.L.2007, ¢.112 C.48:3-98.1(13)(d) defines “Energy efficiency and conservation
program” as:
...any regulated program, including customer and community education and
outreach, approved by the board pursuant to this section for the purpose of
conserving energy or making the use of electricity or natural gas more efficient

by New Jersey consumers, whether residential, commercial, industrial, or

governmental agencies.

The Company’s proposals do not make the use of electricity or natural gas more
efficient by New Jersey consumers; in fact, if anything they would lead to the purchase
and consumption of more electricity by the Company’s customers.*? In this sense, the
proposed programs may be viewed more as a market development initiative for ACE,
clearly an inappropriate use of ratepayer funds, than as an energy efficiency program. In

addition, and in contrast to all approved energy efficiency programs that | am aware of,

“2 The modeling in support of the EMP suggests that fully electrifying the transportation and building
industries in New Jersey will increase the use of electricity by as much as 2.3 times by 2050. EMP, p.176.
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there is no requirement that the customer selects a more efficient device (in this case a
PIV) from among all PIVs available on the market to qualify for an incentive — merely

that it be powered by electricity.

Further, in its recent order on implementation of utility energy efficiency
programs under the Clean Energy Act, the Board placed a strong emphasis on ensuring
that each utility’s EE programs be available to the full socioeconomic spectrum of its
customers, stating that “The utilities should also develop programs that, where possible...
include design elements that promote the participation of all customers, regardless of
income, annual usage, or other demographic characteristics.”*® This certainly does not
describe ACE’s proposed PIV offerings, which would only be useful to a small subset of

its more affluent customers.

Cost-Benefit Analysis

Did ACE provide a cost-benefit analysis of its programs with its filing in this
matter?

Yes. The cost-benefit analysis (“CBA”) was presented in the direct testimony of ACE

witness Mr. Mark Warner of Gabel Associates, included with its amended petition.

Have you reviewed the analysis underlying Mr. Warner’s CBA results?
Yes, to the extent possible. Mr. Warner’s workpapers were not provided by the Company

with its amended filing, and were produced only with a significant delay after a series of

“* BPU Order in Docket Nos. Q01901040, Q019060748 & Q017091004, June 10, 2020.
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requests by Rate Counsel. ACE finally produced Mr. Warner’s confidential workpaper,
consisting of a customized, proprietary spreadsheet model, on September 10, 2020, eight

calendar days prior to the extended filing deadline for intervenor testimony in this matter.

[Begin Confidential] |
|
|
|

I (=d Confidential] Finally, given the late filing of the workpaper,

there has been no opportunity for discovery so that intervenors could probe Mr. Warner’s

underlying assumptions and methods.

In short, | have had an opportunity to review Mr. Warner’s workpaper and |
believe | have a good understanding of his approach based on this review and my
extensive experience reviewing cost-benefit analyses produced by Gabel & Associates
(Mr. Warner’s firm) and others. However, | cannot say that | have had an opportunity to
fully vet and validate the workpaper, aided by discovery, as | would under ordinary

circumstances.

Please describe the results presented by Mr. Warner.
Mr. Warner presented the results of two sets of cost benefit analyses. First, Mr. Warner
presented a Societal Cost Test (“SCT”) analysis based on a forecast of PIV adoption in

ACE’s service territory, taken from a previous Gabel Associates study commissioned by
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ChargEVC.* As Mr. Warner describes it, “[t]he projection accounts for growth of the
PIV fleet through new sales, as well as vehicle retirements, in both Battery Electric
Vehicles (“BEVs”) and Plug-in Hybrid Vehicles (“PIHVs”) segments... [T]he vehicle
adoption projection blends an extrapolation of historical sales in the short term with
transition to the adoption trajectory needed to meet the State’s goal of 330,000 PIVs on
the road by 2025.”*° Mr. Warner describes this as a “Market-Wide SCT”, and he presents
results for both a “natural” charging case, along with a “managed” case in which

charging is managed through incentives for users to charge during off-peak hours.*®

Second, Mr. Warner produced what he describes as a “merit test” for each of the

Company’s proposed offerings, and for the portfolio of offerings as a whole.

Q. What is a “merit test”, and how did Mr. Warner apply them?
As Mr. Warner uses the term, a merit test is a “customized” CBA, reflecting the specific
attributes of each proposed offering and the fact that “each proposed utility Offering
impacts the market in different ways.”*" Specifically, the “benefits” side of the equation
reflects the specific benefits the Company claims as a system-wide impact of each

offering — generally related to reducing peak-period usage, a “dilution” effect on per-

“ “Electric Vehicles in New Jersey: Costs and Benefits — The Opportunities, Impacts, and Market
Barriers to Widespread Vehicle Electrification in New Jersey,” Prepared for ChargeVC by Gabel
Associates. January 26, 2018. Available at http://www.chargevc.org/wp-
content/uploads/2018/03/ChargeVVC-New-Jersey-Study.pdf. Mr. Warner is a co-founder of ChargeVC as
well as a Vice President of Gabel Associates.

> Warner Direct, page 4 at 9-18.

“® Warner Direct, Figures 7 and 8 present SCT results for “natural” charging, while Figures 9 and 10 show
analogous results for “managed” charging.

“"Warner Direct, page 3 at 2-7.
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kWh costs, and avoided environmental damages. | discuss these in greater detail later in
my testimony. Mr. Warner presents results of his merit test for each of the Company’s
offerings 1 through 9, and he also produced a sensitivity merit test for offerings 4-9, in
which he removed the value he had assigned to environmental benefits for each of these

offerings.*®

Q. What is the relevance of the “market-wide” SCT to the Company’s proposed
offerings?

A It does not seem to have any relevance to the Company’s specific proposals, except to
suggest that electric vehicles overall provide societal benefits, primarily to the PIV owner
but also to society as whole, that exceed their costs. However, | do derive two insights

from the results of Mr. Warner’s SCT results.

First, | note that of the $1.87 billion in savings benefits market-wide alleged by
Mr. Warner, $1.26 billion — or about 2/3 - are identified as “PEV OpEX”, or vehicle
operating expense savings.*® These projected savings are more than twice the incremental
cost of the vehicles.® This is even before consideration of the federal and state tax
incentives that also accrue to the vehicle owner. Mr. Warner includes the federal tax
incentive as a benefit in his test, but not the state rebate — presumably because the state

incentive is a direct cost to New Jersey, which on a “societal” basis cancels out the

“8 Warner Direct. The results of the merit tests are summarized in Figures 5 and 6 of Mr. Warner’s
testimony, and presented in more detail in Figures 11 through 40. Mr. Warner also presents portfolio-level
merit test results in Figures 41 through 44.
;‘z Warner Direct, Figure 7 on Page 41.

Id.
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benefit. However, the state rebate is yet another way in which PIV purchasers receive

extra benefits at the expense of other New Jerseyans.

Those who purchase PIVs are amply rewarded with purchase incentives and cost
savings over the life of the vehicle, such that no additional utility charging incentive is
required to make the economics attractive. If any economic obstacle does exist for
consumers, it is likely to be the up-front cost of the vehicle itself, which is more
effectively addressed through the existing state and federal tax incentives and rebates, or
by financing or leasing programs from the vehicle dealer or manufacturer, and ultimately

by cost reductions that may occur as the technology matures.

Second, | note that the market-wide net benefit, based on Gabel Associates
vehicle adoption projections developed independent of the utility’s offerings, is almost 13
times the net benefit of ACE’s combined offerings 1-9 in the “natural” charging case, and
over 20 times higher in the “managed” charging case.’® This raises the question of
exactly what the Company’s offerings are intended or expected to produce. The report
cited by Mr. Warner in support of his growth projections,? prepared by Gabel Associates
on behalf of ChargEVC, projects a much higher level of vehicle adoption in New Jersey

but nowhere predicates this growth rate on the offerings proposed by ACE.*® In other

> Warner Direct, Figure 5 on page 39.

%2 Projections of Electric Vehicle Adoption in New Jersey, Gabel Associates, Inc. (September 2019).
Provided in response to Discovery Request RCR-8, Attachment 3. Mr. Warner is identified as the lead
author of the report.

> The only mention of utility programs in the report is midway through a long list of existing “New
Jersey Market Conditions,” noting that two utilities, including ACE, have proposed incentive programs
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words, Mr. Warner’s own research nowhere suggests that a lack of utility incentives for

charging infrastructure is the critical element limiting PIV adoption in New Jersey.

Has ACE provided any evidence or analysis to suggest that its programs will
increase PIV ownership or utilization in New Jersey?

No. Rate Counsel asked for any such evidence in Data Requests RCR-1 (for ACE
offering #1); RCR-2 (for ACE offering #2); RCR-3 (for ACE offering #3); RCR-4 (for
ACE offerings #s 4, 5, and 6); RCR-5 (for ACE offerings #s 7 and 8); and RCR-6 (for
ACE offerings #9). In each case the Company provided or referenced documents that
reiterated its projections of vehicle sales in its territory, but in no case did it offer any
analytical or other relationship between these projections and the Company’s proposed

offerings.

If PIV adoption in New Jersey is not currently dependent on utility programs such
as those proposed by ACE, what does that suggest about the impact of such
programs?

It suggests that, if these owners and potential owners were to participate in the
Company’s rebate programs, many or most of them would be “free riders” on the

program — that is, they would get the benefit of ratepayer-subsidized incentives for

that “...

if approved, would provide substantial incentives that could grow EV adoption and use, including

(among other efforts) expanded availability of public charging, help for new EV buyers that need a
charger at home (including multi-family settings), and incentives to encourage off-peak charging.”. Id.,

page 9.
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behavior that they would have done in the absence of the subsidy, so the incentive itself

generates no societal benefit.

What insights may be gained from Mr. Warner’s customized, offering-specific CBA

analyses?

Based on Mr. Warner’s direct testimony and the limited opportunity | have had to review

his workpapers, | can make several observations, each of which | address below:>*

For offerings 1 through 3, the benefit identified by Mr. Warner is so-called “avoided
peaking cost harm” — that is, “the avoided harm associated with increased capacity

and transmission costs.”>®

For offerings 4 through 9, much of the savings are predicated on a so-called “dilution
effect”, whereby average electricity rates are projected to decrease due to additional
electric sales — that is, due to spreading the fixed cost of the system infrastructure,
such as distribution lines, over a larger number of kWh sold. Although Mr. Warner
acknowledges that increases in electricity and capacity requirements will tend to
increase costs, he describes the dilution effect as the “strongest” impact on electricity
costs, leading to an overall net decrease in per-kWh costs.*

Mr. Warner further calculates a monetized “pull-through of environmental benefits”
as a benefit of offerings 4 through 9. For his sensitivity cases, he also considers
offerings 4 through 9 without consideration of these environmental benefits. >’

> The benefits and costs considered for each offering 