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Frequently Asked Questions…
- 2010 BPU Electric Rate Proposal -

1. Why is BPU requesting an electric rate adjustment at this time?
An outside Cost of Service and Rate Study have recommended an increase in the utility’s electric base rates to meet future revenue requirements, allowing BPU to finance $250 million in much needed capital improvements to its aging electric system from 2010-2014. Postponing improvements longer may cause service disruptions and cost even more as parts wear, break, and become more expensive.
2. How will the decision about electric rate adjustments be made?
A public hearing process has been initiated to determine what, if any, electric rate increases should be implemented.  A series of public forums will be held to discuss rate adjustments, billing processes, etc., and the future energy needs of our community.
3. Why is this necessary?
BPU’s electric system is between 50-80 years old, with the Nearman and Quindaro Power Plants both 30 and 40 years old, respectively. Inflationary pressures on costs of outside services, materials, and labor have also increased. Without additional revenue, BPU won’t be able to adequately finance critical capital projects and meet its reserve and debt service requirements. And without a strong credit rating, BPU won’t be able to borrow money for future capital improvements at a reasonable rate.
4. What are some examples of these increased costs?
Transformers that cost 450,000 in 2004 now cost $1.5 million (75 percent of BPU’s 69kv transformers are 30 years old), while many are 50 years old (with a life expectancy of 30 years). The price of aluminum has increased 240 percent in recent years, and the price of wooden utility poles has increased 80 percent, among other things.
5. What electric rate adjustments is BPU proposing?
A rate adjustment of 7.0 percent in electric base rates for 2010, 2011, 2012, and 2013. Increases will vary among customer groups based on usage and class size. In addition, an Environmental Surcharge (ESC) of 1.0 percent in 2010 and an additional 1.6 percent in 2011 is being proposed.
6. How will these rate adjustments affect my monthly electric bill?
If approved, the average residential customer will see about a $4.42 increase in their monthly electric bill in 2010 (averages out to a little more than a dime a day) which includes the new Environmental Surcharge (ESC), the existing Energy Rate Component (ERC), and the Customer Access Charge (CAC).
7. What is the Environmental Surcharge (ESC)?
This proposed charge, which other utilities utilize, will offset new capital improvement requirements resulting from federal, state, and local environmental mandates. It will be determined on an annual basis and only be used to cover expenses for environmental projects. The proposed ESC will add an additional 31¢-58¢ to the average customer’s monthly electric bill, while allowing BPU to install new low-nitrogen oxide (NOx) burners ($40 million) at its Nearman and Quindaro power units. 
8. How do BPU’s electric rates compare to other electric utilities?
BPU residential electric rates are some of the lowest in the region, and are well below the national average. BPU hasn’t increased its rates since 2007, while others have repeatedly adjusted their rates.

9. What specific improvement projects are being proposed?
Additional revenues from a rate adjustment will allow BPU to finance $250 million in new transmission and generation projects, including a new gas combustion turbine ($74 million), new overhead and underground distribution lines ($56 million), power plant upgrades ($51 million), and substation improvements ($42 million), among other things. These will ensure reliable service to all parts of our growing community, both new and old.
10. Why has my electric bill increased over time when you say you have not increased your base rates?
While you may notice fluctuations or changes in your bill over time, the base rate for electric service has not changed since 2007. Changes can be attributed to fluctuating energy usage and fuel costs, which are separate from base rates and passed through to customers through the Energy Rate Component (ERC). The last BPU ERC rate was reduced 15.7 percent in November 2009.
For more information, go to www.bpu.com
