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Chairman Thompson, Commissioners Trabue and Beverly, good afternoon.

My name is Bill Zuretti and | am the Director, Regulatory Affairs & Counsel of the
Electric Power Supply Association, or EPSA.

EPSA is the national trade association representing America’s competitive power
suppliers that compete in all the regions that utilize competitive wholesale power
markets.

Please note that my testimony represents the position of EPSA, but not necessarily the
views of any particular member.

EPSA members own and operate approximately 225 gigawatts of generating assets —
including dispatchable, intermittent, and storage resources — across all ISO/RTO
regions in the country, including over 90 gigawatts in PJM. EPSA members share

a deep commitment to electric grid reliability.

Over the last 25 years, competitive energy markets have proven to be the most efficient,
cost-effective, and transparent way to meet our nation’s electricity needs while
protecting electricity customers from inefficient investment. In recent years, for the first
time in decades, demand for electricity is rising, and is expected to rise significantly by
the end of this decade in PJM.

While this load growth has brought about increased capacity prices, prior to this step
change, PJM had been in a period of flat or declining load and unsustainably low
capacity prices. PJM’s capacity market cleared at historically low prices beginning in the
2022/2023 BRA and bottoming out at a price of nearly $28 MW/day for the 2024/2025
BRA. These historically low price signals constituted a retirement signal, which some
generators followed and opted to shut down—exactly as you would expect.

With rapid and historic load growth immediately following these retirements, capacity
prices in PJM began to rise, sending an investment signal calling for new resources. As
recent data from PJM shows, a significant amount of resources are responding to this



signal and are set to come online in the region, with 413 megawatts placed into service
since January and over 12 gigawatts currently under construction.’

PJM also recently cleared its interconnection queue and has approximately 53
gigawatts of interconnection projects with signed agreements to connect to the grid.?
However, many of these projects are being held up by factors beyond PJM’s control,
including permitting, siting, and supply chain challenges.

In addition, under PJM’s newly announced interconnection process, over 800 projects
reflecting 220 gigawatts of a diverse mix of resources are being studied in the first
Cycle.? If even a fraction of these resources reach their operational stage, they will put
downward pressure on both capacity and energy prices in the region, the way the
market is intended to function.

While we know that load growth is happening, the scale and pace of this growth is still
an open question.* This uncertainty creates perhaps the greatest risks to both reliability
and affordability for electricity consumers — that being the dangers of significantly under-
or over-procuring capacity during a time of volatile demand projections. EPSA remains
engaged with grid operators, regulators, and policy makers to identify ways to ensure
more accurate forecasts for growing demand are developed to better signal needed
investment in generation.

Fortunately, competitive markets remain the best vehicle to protect consumers amidst
this uncertainty. When competitive power suppliers — like EPSA members — invest in
generation assets, they do so without guarantees for cost recovery and an approved
rate of return. The risk of investing in generation remains on the developers and owners
of power plants — not the ratepayer. As such, EPSA urges the Commission to reaffirm
its commitment to support well-functioning competitive wholesale energy markets.

In terms of other potential solutions, an investment environment that encourages and
incentivizes voluntary bilateral or physical co-location agreements could be
transformative in sparking critical investment and protecting ratepayers. Voluntary
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bilateral contracting and co-location isolates the investment risk to the contracting
parties and should be encouraged wherever possible.

Finally, EPSA believes any discussion about retail electricity rates should include a
close examination of the economic drivers impacting retail bills.

Multiple independent studies conducted in recent years® have concluded that increases
in retail electricity rates in the last few years are primarily due to sustained utility
spending on transmission and distribution infrastructure; state (and local) policies have
also driven higher costs.

To be clear, this is not a criticism of necessary utility investments. Instead, EPSA
believes that it is important to identify the economic drivers impacting retail energy bills
as regulators are determining where to place investment risk and how to solve these
complicated issues.

Thank you for the opportunity to be here today. | am happy to answer any questions
that you may have or be a resource in these discussions going forward.
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