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Stefanie A. Brand, Esq., Director, New Jersey Division of Rate Counsel
BY THE BOARD:

Background and Procedural History

On January 26, 2017, in a filing (“RECO FERC Proceeding”) made by Rockland Electric
Company (“RECO” or “Company”) with the Federal Energy Regulatory Commission ("“FERC"),
the Company requested an increase in its annual transmission revenue requirement, as set
forth on Schedule H-12 of PJM Interconnection LLC’s (“PJM") Open Access Transmission Tariff
(“PJM OATT"), from $11,785,928 to $19,661,232. In addition, the Company requested an

increase in its PJM OATT Schedule 1A scheduling, system control, and dispatch (*SSC&D")

rate from $0.2475/MWh to $0.5351/MWh."

On March 28, 2017, under FERC Docket No. ER17-856-000, RECQ’s proposed PJM OATT
tariff revisions containing the requested revenue requirement change and change in the SSC&D
rate were accepted by FERC and became effective April 3, 2017, subject to refund upon a Final
FERC Order. -

On September 6, 2017, RECO filed an offer of setilement (“RECO FERC Setitlement”)
concerning RECO's proposed annual transmission revenue requirement, transmission rates,
return on equity, and Schedule 1A services rate that resolved all issues in dispute in the RECO

' The requested increase in the revenue requirement and SSC&D rate was only applicable to customers
served in the Company’s Eastern Division {i.e. customers located in areas where their load is directly
connected with PIJM). In contrast, the load of those customers in the Company’s Central and Western
Divisions is directly connected with the New York Independent System Operator.
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FERC Proceeding. On October 10, 2017, the settlement judge certified the RECO FERC
Settlement to FERC as uncontested. By letter order dated November 29, 2017, FERC
approved the RECO FERC Settlement. - :

By Order (“December 2017 Order’) dated December 19, 2017, the New Jersey Board of Public
Utilities (“Board”) authorized RECO to implement the changes to the retail transmission rates
requested by RECO for its transmission charges resulting from the FERC-approved changes to
the transmission charges, effective as of January 1, 2018. The December 2017 Order approved
a final revenue requirement of $17,724,263.

2018 FERC Proceeding

On March 15, 2018, FERC issued an Order to Show Cause ("Show Cause Order") in FERC
Docket No. EL18-111 to implement the recently passed Tax Cut and Jobs Act of 2017, which
reduced the maximum federal corporate income tax rate from 35% to 21%. Specifically, FERC
ordered RECO and certain other electric utilities with stated transmission rates to:

either (1) [] propose revisions to its stated transmission rates under its open
access transmission tariff or transmission owner tariff on file with the Commission
to reflect the recent change in the federal corporate income tax rate and describe
the methodology used for making those revisions, or (2) [] show cause why it
should not be required to do so.

In response to the Show Cause Order, on May 14, 2018, RECO submitted a filing® (‘May 14
Filing") to FERC, which revised its stated transmission rates to reflect the reduction in the
maximum corporate tax rate, and which described the methodology RECO used to calculate its
revised transmission rates. Specifically, in the May 14 Filing, RECO proposed a decrease in:
(a) the Attachment H-12 transmission revenue requirement (“TRR") from $17,724,263 to
$16,833,707 and (b) the Network Integration Transmission Service ("NITS”) rate from $44,799
per megawatt per year to $42,458 per megawatt per year. The Company used the same
methodology that it used in the RECO FERC Proceeding. ‘

November 2018 Petition

On November 14, 2018, RECO filed the instant petition (“November 2018 Petition”) with the
Board seeking to establish the methodology by which it will translate the final transmission rate
into the retail rates that will be paid by RECO's customers for transmission service. At the time
of the filing, RECO had not received an Order from FERC approving the methodology or the
new transmission rates contained in the May 14 Filing.

Additionally, RECO requested that the Board waive its 30-day filing requirement so that RECO
can expeditiously implement any rate reduction that may occur as a result of the pending FERC
order.

Pursuant to Paragraph 15.9 of the Supplier Master Agreements (“SMAs”), between each Basic
Generation Supplier (“BGS") and the Company, if a filing is made with FERC to approve a
change in the Company’s Firm Transmission Service rates, upon the date the Company begins
collecting the retait rates from its customers after approval by the Board, the Company will track
. the portion of such increase and retain such tracked amounts for the benefit of the BGS

2 The matter was assigned Docket No. ER18-1585 at FERC.
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Suppliers. When a Final FERC Order is issued approving the increase in Firm Transmission
Service rates, the Company will pay each BGS Supplier the amounts tracked and retained for
the benefit of such BGS Supplier as outlined in Paragraph 15.9 of the SMA. Any differences
between payments to BGS suppliers and charges to customers would flow through the BGS
Reconciliation Charges. ‘

RECO requested Board approval to implement revised retail rates to reflect the change in the
Company's transmission rate, after issuance of the pending FERC Order in Docket No. ER18-
1585. The November 2018 Petition stated that RECO would submit an amended filing with the
final, proposed tariff leaves that reflect the translation of the anticipated requested transmission
rate in FERC Docket No. ER18-1585 into the Service Classification specific retail rates
contained in the electric tariff. RECO will credit its BGS Reconciliation Charge for any change in
revenues that result from the change in the transmission rate to the date that the new retail
rates become effective.

In addition, pursuant to Paragraph 15.9 of the SMA, a decrease in the fransmission rate resuits
in a decrease in the Firm Transmission rate and BGS Auction Price. Therefore, RECO
requested- approval from the Board to decrease RECO's BGS-Residential and Small
Commercial Pricing (‘BGS-RSCP”) auction price and payment to its BGS-RSCP suppliers by
the reduction in RECO’s transmission rate, and decrease transmission payments to its BGS-
Commercial and Industrial Pricing (‘BGS-CIEP") suppliers by the reduction in RECO's
transmission rate. The decrease in payments to RECO's BGS-RSCP and BGS-CIEP suppliers
would mirror the effective date of the RECO transmission rate in ER18-1585. RECO will credit
its BGS Reconciliation Charge for any change in revenues that result from the change in the
transmission rate to the effective date of the Board Order in this proceeding.

In the event that FERC decreases transmission rates effective as of a date prior to the date of
its Order in Docket No. ER18-1585 (i.e., imposes a refund date), RECO requested approval to
collect the reduction in RECO's transmission rate from RECO's BGS-RSCP suppliers and BGS-
CIEP suppliers from the FERC refund date to the FERC effective date of the new transmission
rates, pursuant to Paragraph 15.9.of the SMA, and credit RECO's customers by means of the
Company's BGS Reconciliation Charge. ‘

Accordingly, in the November 2018 Petition RECO requested that the Board: 1) accept the final,
proposed RECO tariff sheets that would be submitted upon a FERC Order in ER18-1585; 2)
approve a reduction in RECO's payments to RECO's BGS-CIEP suppliers, and 3) in the event
FERC establishes a refund date, approve RECO's collection of the reduction in transmission
rate from RECO's BGS-RSCP and BGS-CIEP suppliers.

February 2019 Amended Filing

On February 12, 2019, RECO filed an amendment (‘February 2019 Amended Filing”) fo the
November 2018 Petition pursuant to Paragraph 15.9 of the BGS-RSCP and BGS-CIEP SMAs.
In the February 2019 Amended Filing, RECO stated that on November 15, 2018, FERC issued
an Order (“November 15 FERC Order”) in Docket No. ER18-1585 directing the following: 1) that .
RECO's NITS rate decrease as a result of the lower, federal corporate tax rate, from $44,799
per megawatt per year to $42,548 per megawatt per year, 2) that the effective date of RECO's
‘new, lower NITS rate be retroactive to March 21, 2018, and 3) that RECO refund its
transmission customers the difference between its existing and the new, lower NITS rates, with
interest, from March 21, 2018 to November 15, 2018.

BPU DOCKET NO. ER18111242
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The November 15 FERC Order required RECO to pay refunds with interest to RECO's
transmission customers, which included RECO's BGS-RSCP and BGS-CIEP customers, for the
period March 21, 2018 through October 31, 2018.% As a result of the retroactive effective date
of March 21, 2018, and the refund to RECO's transmission customers, RECO overpaid its BGS-
RSCP and BGS-CIEP suppliers during this period, and will continue to overpay suppliers until
the effective date of a Board Order approving the November 2018 Petition, as amended by the:
February 2019 Amended Filing. ,

In the February 2019 Amended Filing, RECO proposed recovery, pursuant to Paragraph 15.9 of
the BGS SMAs, of the NITS overpayments to RECQO's BGS-CIEP and BGS-RSCP suppliers,
and proposed to credit RECO's BGS reconciliation adjustment mechanism with the recovered
overpayments pursuant to Paragraph 15.9.

RECO's BGS-CIEP suppliers, whose contracts are one-year contracts, are reimbursed
separately for transmission at RECO's NITS rate, pursuant to the BGS-CIEP SMAs. Upon
approval by the Board of the February 2019 Amended Filing, the accumulated NITS
overpayments to BGS-CIEP suppliers from March 21, 2018 until the effective date of the Board
Order in this proceeding, will be deducted from the reimbursements to RECO's BGS-CIEP
suppliers pursuant to Paragraph 15.9 of the BGS-CIEP SMA. After the effective date, RECO's
BGS-CIEP suppliers, who are charged and reimbursed at RECO's NITS rate pursuant o the
BGS-CIEP SMA, will be charged and reimbursed at RECO's new, lower NITS rate.

RECO's BGS-RSCP suppliers, whose contracts are three-year contracts, are not separately
reimbursed for transmission. However, since March 21, 2018, RECO's BGS-RSCP suppliers'
transmission charges have decreased as a result of RECO's lower NITS rate, and they continue
to be reimbursed by RECO at the higher NITS rate until the effective date of the Board Order in
this proceeding. As stated in the February 2019 Amended Filing, RECO has calculated the
difference in the RECO NITS rate on a daily basis. If the Board approves the February 2019
Amended Filing, this difference will be applied to each BGS-RSCP suppliers’ share of RECO
load and deducted from each BGS-RSCP supplier's monthly BGS payments by RECQO until
each suppliers' BGS-RSCP SMA terminates. :

As shown in Attachment A of the February 2019 Amended Filing, RECO allocated the refund to
each BGS supplier based on each suppliers Network Service Peak Load ("NSPL") for the period
March 21, 2018 through October 31, 2018, which shows a total recovery with interest for the
refunds paid by PJM to RECO’s BGS suppliers for the period of $403,173.83. Attachment B of
the February 2019 Amended Filing shows how RECO determined the amount of recovery for
the period November 2018 through December 2018 using actual RECO load data. The same
method was used to project recoveries for January 2018 through March 2019 with estimated
load data. RECO calculated total recoveries from BGS suppliers for November 2018 and
December 2018 of $111,387.43 using actual RECO load data. For the months of January 2019
through March 2019, RECO calculated total recoveries of $277,503.15 using estimated load
data. RECO stated that the method used in Attachment B to calculate recoveries will be used
for BGS-CIEP and BGS-RSCP until the effective date of a Board Order approving the February
2019 Amended Filing. Additionally, upon Board approval, RECO’s BGS-CIEP suppliers will be

3 pJM Settlements allocate the refund among RECQO's transmission customers and bills RECO for the
refund. Note that although the November 15 FERC Order was effective on November 15, 2018, PJM was
able to bill the new, lower NITSs rate beginning November 1, 2018 because PJM bills for November
transmission usage in December. RECO’s transmission customers are its BGS suppliers and third party
suppliers in the RECO PJM zone.

BPU DOCKET NO. ER18111242



Agenda Date: 3/29/19
Agenda ltem: 2A

paid at the FERC-ordered NITS rate of $42,548 per megawatt year and no further recoveries
are necessary from BGS-CIEP suppliers.

With respect to BGS-RSCP, RECO stated that an additional deduction will be made to the
payments by RECO to the BGS-RSCP suppliers after the effective date of a Board Order in this
matter until each supplier's SMA terminates. Attachment C of the February 2019 Amended
Filing explains that the reduction of RECO’s NITS rate by $6.17 per megawatt day will be netted
from the payments to BGS-RSCP suppliers until the termination of each BGS-RSCP supplier's
SMA after the effective date of the Board Order. No deduction will be made in payments to
RECQ's BGS-RSCP suppliers who won tranches in the February 2019 BGS auction because
the lower NITS rate of $42,548 per megawatt year was in effect at the time of the February 2019
BGS-RSCP Auction.

Accordingly, in the February 2019 Amended Filing, RECO requested approval of the following:

. 1) Pursuant to Paragraph 15.9 of the BGS SMAs, the recovery of NITS overpayments from
RECO's BGS suppliers and credit to RECO's BGS Reconciliation Charge for the period March
21, 2018 until the effective date of the Board Order in this proceeding as set out in the .
Attachments to the February 2019 Amended Filing; 2) Pursuant to Paragraph 15.9 of the SMAs,
after the effective date of a Board Order in this proceeding, the payment of future NITS
payments to RECO's BGS-CIEP at RECO's revised, iower NITS transmission rate approved in
the November 15 FERC Order; 3) Pursuant to Paragraph 15.9 of the SMAs, after the effective
date of a- Board Order in this proceeding, a deduction in future payments to RECO's BGS-RSCP
suppliers, calculated by subtracting the difference between RECO's existing and RECO's
revised, lower NITS rate from the RSCP supplier's BGS-RSCP auction price as set out in the
Attachments to the February 2019 Amended Filing; and 4) Approval of RECO's proposed Tariff
Leaves with proposed RECO retail rates.

As a result of the filing, a residential customer using 650 kwWh per month will see a decrease in
their monthly bill of $0.45 or 0.36%. '

DISCUSSION AND FINDING

In the Board’s Order dated December 2, 2003, in Docket No. EQ03050394, the Board found
that the pass through of any changes in the NITS charge, and other charges associated with the
FERC-approved OATT, is appropriate. Furthermore, by subsequent Orders, the Board
" approved Paragraph 15.9 of the SMAs as filed by RECO and the other electric distribution
companies (“EDCs”) which required the EDCs file for Board approval of any increase or
decrease in their transmission charges that have been approved by FERC. The SMAs also
authorize the EDCs to adjust the rates paid to suppliers for FERC-approved rates and increases
to Firm Transmission Services once approved by the Board. The Board Orders further required
the EDCs review and verify the requested FERC authorized changes.

After review of the verification and supporting documentation, the Board HEREBY FINDS that
the November 2018 Petition, as modified by the February 2019 Amended Filing, satisfies
RECO’s obligations under Paragraphs 15.9(a)(i) and (i) of the relevant SMAs, and HEREBY
APPROVES the changes to the retail transmission rates requested by RECO for its
transmission charges resulting from the FERC-approved changes to the transmission charges,
effective as of May 1, 2019.

Specifically, the Board HEREBY AUTHORIZES: 1) Pursuant o Paragraph‘15.9 of the BGS
SMAs, the recovery of NITS overpayments from RECO's BGS suppliers and credit to RECO's
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BGS Reconciliation Charge for the period March 21, 2018 until the effective date of the Board
Order in this proceeding as set out in the Attachments to the February 2019 Amended Filing; 2)
Pursuant to Paragraph 15.9 of the SMAs, after the effective date of a Board Order in this
proceeding, the payment of future NITS payments to RECO's BGS-CIEP at RECO's revised,
lower NITS transmission rate approved in the November 15 FERC Order; 3) Pursuant to
Paragraph 15.9 of the SMAs, after the effective date of a Board Order in this proceeding, a
deduction in future payments to RECO's BGS-RSCP suppliers, calculated by subtracting the
difference between RECO's existing and RECO's revised, lower NITS rate from the RSCP
supplier's BGS-RSCP auction price as set out in the Attachments to the February 2019
Amended Filing; and 4) Approval of RECO’s proposed Tariff Leaves with proposed RECO retail
rates with a tariff effective date of May 1, 2018.

Further, the Board HEREBY DIRECTS RECO to file tariffs and rates consistent with the Board's
findings by May 1, 2019,

The Company’s rates remain subject to audit by the 'Board. This Decision and Order does not
preclude the Board from taking any actions deemed to be appropriate as a result of any Board

audit.

The effective date of this Order is April 8, 2019.

DATED: 3\2-0\\\0\ | BOARD OF PUBLIC UTILITIES
' - : BY:
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