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About the Energy Opportunity Lab

EOL aims to catalyze opportunities
for improved life chances through
energy via actionable research,
strategic convenings, community
collaborations and equity-focused
practical and policy solutions in
order to eradicate energy insecurity
in historically disadvantaged
communities across the US and
enable energy for development

globally.
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Energy
Poverty

Related to
energy access,
reliability,
affordability,
legality,
adequacy,
and other
dimensions
of access
to modern
energy
(electricity
and cooking
energy) in the
global context

Primary focus on
Global South

Energy
Burdens

Related to
household
expenditure
on energy
utilities in the
high-income
country
context

Primary focus on
Global North

Problem-centric

Energy
Insecurity

Related to
multi-
dimensional
and
intersectional
impacts of
energy burdens
on health,
housing, and
emotional
coping
mechanisms

Primary focus on
Global North

Energy
Equity

Related to the
development
and
deployment
of tools to
address existing
energy-
related
inequities faced
by different
individuals

Energy
Justice

Related to
remediating
the historic
harms faced by
communities,
through
principles of
distributive,
procedural,
recognition,
and restorative
Jjustice

Energy
Opportunity

Related to
using the
intersectoral
linkages of
energy for
catalyzing
wealth creation,
safe housing,
public health,
education,
employment,
and investment
in dis-
advantaged
communities

Linking Global
North and South

Solutions-
centric
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Addressing Energy Insecurity Upstream via Ratemaking
Average Monthly Residential Electricity Bill, 2021
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Source: Energy Information Administration

* Price of energy has increased
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* Bills have skyrocketed

.. mm  KEY TAKEAWAY

* Approaches to address energy
affordability have not gone far enough
upstream

» Structural approaches are needed to offer
relief to households struggling to pay; bills



High Prices, Record Profits

Electricity Prices

Average retail price of electricity, United States, monthly
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When energy intersects with poverty and
inequality people suffer

Revenue from electricity sales

Revenue from retail sales of electricity, United States, monthly
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My bill has never been
this high, and I don't
understand why...I’ve

never had a bill like

,-—--V U, MW II A ?
w_%l;z@r A "4 u., that in the 45 years
J ‘@J[ Ha 51 A[L | we've owned the
| ..i house...
They just charge me

too much for light.

It’s not that I don't ,

know what I'm doing... [ p ERLESS
I'm very particular

about everything that I s
do, and I still can’t JENNIFER LAIRD

keep up.

DIANA HERNANDEZ

- Betty, African
American homeowner,
60s, Greene County, AL



Utility Rates Vary; Energy insecurity does too

2022 Average U.S. Unable to Pay Bills, HPS (2024)
Electricity Retail Prices

Shown in cents per kilowatt hour. The national average is 12.49.
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Percent of Respondents
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0.4242
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0.2307
- 0.1339
0.0370

Source: U.S. Energy Information Administration; USS. Chamber of Commerce
Electric Power Monthly: February 2023 SdeEe et
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https://energyinsecuritydashboard.shinyapps.io/shinyappDeploy/

Energy Justice

Utility Policies and Practices to Alleviate US Energy

Insecurity

Commentary by 0éndresa Krasniqi, Vivek Shastry, Alexandra Peek +1more « July 01, 2024

o Lifeline rates: a baseline volume of electricity is discounted to cover an eligible household’s
basic necessities, with energy use in excess of the baseline charged at normal rates. For
example, Utah offers a Low-Income Lifeline Program whereby qualifying households’ monthly

bills are the sum of their electric service charge and a $13.95 lifeline credit.[7]

¢ Straight discount models: bills are reduced by a set percentage or dollar amount for all
eligible households. For example, the California Alternative Rate for Energy (CARE) program
has a straight discount rate for utility customers who enroll in Low Income Home Energy

Assistance Program (LIHEAP)—30-35% depending on which IOU a customer is served by.[8]

Rate discount models
¢ Percent of income payment plans (PIPPs): regulators decide on an acceptable energy

Lifeline Rate
Straight Discount
Tiered Discount
PIPP

Multiple

burden (the percentage of customer’s household income that is spent on energy) and credit
any amount exceeding that on each bill. For example, New Jersey’s PIPP is administered
through a Universal Service Fund that provides a monthly credit on eligible customers’
electric and natural gas bills. The program’s goal is to ensure that households aren’t paying
more than 6% of their gross income on both bills combined, which is the most commonly used

energy burden cap.[9]

¢ Tiered discount models: qualifying households are grouped into tiers based on income level
and assigned a range of discounts, with the largest discount received by the lowest income
group. For example, New Hampshire’s Electric Assistance Program (EAP) offers monthly
electric utility bill discounts ranging from 5% to 86%, depending which of five tiers qualifying
customers fall into.[10] All ratepayers support the EAP through a surcharge on their electric

bills for system benefits.
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EOL Research on Utility Rates and Ratemaking

ADDRESSING ENERGY INSECURITY UPSTREAM:
ELECTRIC UTILITY RATEMAKING AND RATE
DESIGN AS LEVERS FOR CHANGE

e  State and federal legislation review
Emma Shumway, Diana Herndndez, Qéndresa Krasnigi, Vivek Shastry, Abigail

Austin, and Michael B. Gerrard e PUC dockets, court rulings, and case
Synopsis: Millions of Americans are impacted by energy insecurity each documentatiOn I'CViGW
year, in part due to unaffordable and inequitable electricity rates. The electric
ratemaking process presents opportunities to confront issues of affordability and ° 1 1 1 .
equity or to instead entrench traditional approaches. State legislatures, public util- AC ademlc and g rey h terature review:
ity commissions (PUCs), and advocates all play vital roles in making the former a .1: .
reality. Historically, ratemaking has been criticized as an insular and highly tech- af f or dablht}’; cner g}’ eqUI tY) and
nical process that caters to utilities rather than customers. But states like California . . .
and New York are making strides by broadening PUC legal authority to include utlhty ratemaklng anal}ISlS aIld
explicit consideration of equity issues, adjusting incentives and values within the
rate formula, implementing novel rate designs alongside other low-income cus- framCWOI'kS

tomer protections, and instituting measures to make ratemaking a more procedur-

ally just process. Other states should replicate these efforts, and those that have .
started making progress must continue, as energy insecurity persists. o EXper t Interv ICWS
L Introduction... et s esse s essebessesesaeses SO ‘ Poverty
II. Utility Law Landscape OO SSSRRRRC 1 X ‘ Alleviation
A. Public Interest .. cerereenerenerenensnesenenenes 305 -
B. Just, Reasonable & Nondlscrlmmatory ................................... 368 Utility Rates
. Ratemaking ... SO URSRURRRRSTURRRURRRC I 7 ;
A. Revenue Requuement TSR URPRPRTRPTPRPRURPITC I . Housmg
B. Allocation Between Classes remereeeerananrreresesanssnnneesaesnsnsraneesee 310 Efficiency
C. Rate Design... S 1 | Energy Bill Upgrades
1. Rates Based on Energy Usage SRRPPRPPRRRRITRC 1 i | Assistance
2. Rates Based on Time of Use .. SSORRRUORRPRRISRSNC ¥ | Behavior/
3. Fixed Charges.... . SO SRUUTRRRSORC 1. | C .
4. Renewable Energy Rates S SSC 1. J | onservation
IV.  Protections Independent from Rate Deslgn .................................... 381
A. Bill Assistance Programs ... SRRSO ) |
1. Straight Bill and Tlered Dlscounts .................................... 382
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Foundational Legal Standards and Ratemaking Principles

e  Public Interest e Just, reasonable, and non-discriminatory
e  Cost of service ratemaking e  Cost causation principle
Cost of Service Ratemaking: Cost Causation Principle:
 Can encourage utilities to expand their capital o Inherently subjective, relying on contested
base to increase shareholder returns (Averch- assumptions and methodologies that can lead to widely
Johnson effect). varying rate allocations.
* Confidential utility data reduces transparency, e Industrial and commercial customers are better
limiting external parties’ ability to independently resourced to navigate the cost allocation process and
verify assumptions and assess the filings. advocate for outcomes that reduce their share of costs.

e Cost causation alone is an insufficient foundation for

@ Center on Global Energy Policy serving the broader public interest, as perfectly cost-

COLUMBIA UNIVERSITY | SIPA causal rates are practically unattainable.
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Mapping Interventions Across the Ratemaking Lifecycle

e We reviewed the decision points across the ratemaking process that shape affordability outcomes: from
upstream systems planning through revenue requirement, class allocation, rate design, and bill

discounts

e For ecach stage, we identified what's currently being implemented, actively discussed, or piloted by regulators,

utilities, and advocates: drawing on rate case filings, PUC dockets, and academic and policy literature

e The further left we go, the more affordability becomes a design feature rather than an outcome to soften

Systems and Revenue .

Work in Progress — Please do not photograph, share or distribute without permission




Aftordability as a Late-Stage Intervention

# Electricity affordability is mostly addressed remedially, through bill assistance and discounts

# A significant gap of affordability considerations in the early decisions

Systems and Revenue :
lass Allocation

@ Center on Global Energy Policy
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Moving Affordability More to the (ore

e Affordability is currently treated as an outcome to
soften, not a variable to design for

But:

e Upstream systems and investment planning
determines what gets built and what it costs

® Revenue requirement and class allocation

Upstream

determine how those costs get recovered and who Systems
they land on Planning

® By the time rate design or bill discounts come into

play, the burden is already largely set

Work in Progress — Please do not photograph, share or distribute without permission




What does moving to the core look like?
From Remedial Fixes to Proactive Affordability Interventions

Systems and Revenue .

1. Cumulative impact

and burden-based 1. Return.on Equity 1. Separate Lo.w— . 1. Inclining block rates 1. Percept of Income
‘e (reduction) Income Residential : Payment Plans (PIPPs)
siting screens Class 2. Time of use rates
2. S 1 industrial .
2. Community co- erve arge newsta ) 3. Essential Use Lifeline 2 LlatPercentortered
overnance in customers through 2. Separate High- block rates discount programs
gl ver standardized tariffs Demand Industrial
planning 3. Auto-enrollment
proceedings 3. Eliminate one-off special Customer Class

contracts

4. Decoupling: Performance-
Based Ratemaking (PBR)

3. Reparative capital
allocation
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Interventions Closer to the Core

e Systems and Investment Planning - dezermine what gets built, where, and for whom, before any cost is incurred:
Cumulative impact and burden-based siting screens, community co-governance in planning proceedings,
community benefits requirements, reparative capital allocation.

® Revenue Requirement - defermine how much is recovered and from which cost drivers:
ROE, standardized tariffs for large industrial customers, elimination of one-off special contracts,

decoupling/performance-based ratemaking;

e Class Allocation - defermine how that recovered cost is divided across customer groups:

Separate low-income residential and high-demand industrial customer classes

@ Center on Global Energy Policy
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Not All Interventions Carry the Same Weight

Among these stages, interventions can range from more structural, and have more long-term effect in making the
utility system fairer, to more superficial, addressing symptoms without shifting the underlying rules.

® Material harms and outcomes - the visible effects of unaffordability (high bills, arrears, debt) are what most

interventions are ultimately trying to address, but only responding to them directly does little to change how they
arise. Examples: Bill discounts, PIPPs.

® Procedural barriers - who gets to participate, what's disclosed, and how decisions are contested. Interventions
here are meant to address or improve who gets to participate and how. Examples: autoenrollment, intervenor
funding, data disclosure mandates., community co-governance in planning proceedings

e Incentive Structures - how utilities are rewarded or penalized within the existing system. Interventions here are
meant to realign what utilities are financially motivated to do. Examples: Return on Equity, Decoupling, PBR,
Cumulative Burden and Benefit Analysis, Reparative Capital Allocation
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Two Ways to Read the Same Map

Across this talk, we've looked at the ratemaking lifecycle two ways: where a decision gets made, and how deep an

intervention reaches

e Horizontally, across the lifecycle: the further
upstream an intervention sits, the more
atfordability becomes a design feature rather

than an outcome to soften

e Vertically, at any single stage: interventions can
still differ by depth, relieving harm directly,
expanding participation, or realigning the rules

and incentives underneath

e  Durable affordability reform means moving on
both axes at once, eatlier in the lifecycle and

deeper in what's actually being changed
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Work in Progress —

Ratemaking stage

Systems planning Revenue req. Class alloc. Bill discounts

Lowest leverage
downstream + symptomatic

Rate design

Material harms

Procedural

Incentive rules

Highest leverage
upstream + structural

Please do not photograph, share or distribute without permission
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Read, Cite, Follow!

Dr. Diana Hernandez

Climate Justice Fellow, ‘26 Radcliffe-Salata
Institutes, Harvard

Tenured Associate Professor of Sociomedical
Sciences

Founder and Principal Investigator of the Energy,
People’s Struggle for Equity, Housing and Health Program

DIANA HERNANDEZ Deputy Director, Center for Environmental Health
JENNIEER LAIRD and Justice in Northern Manhattan

Mailman School of Public Health

Co-Director of the Energy Opportunity Lab,
Center on Global Energy Policy,
School of International and Public Affairs

Columbia University

dh2494 @cumc.columbia.edu

Find me on LinkedIn!

@HotandCold NYC

( because it's freezing

i

Why aren't more people talking about this? #winter
#nyc #shorts
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