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INTRODUCTION
The Consumer Advocates of the PJM States (CAPS) 
commissioned this guide to help consumers, their 
advocates, and others better understand how 
transmission is developed and paid for in the PJM 
region. Read the executive summary in Handbook 
Volume I to learn more about PJM and CAPS. 

Handbook Volume III provides:

•	an overview of the four main charges that make 
up a consumer’s electric bill;

•	an explanation of how transmission charges 
typically appear on bills, along with examples 
of different variations from utilities in vertically 
integrated and retail choice states; 

•	an explanation of why retail customers are 
charged separately for generation, transmission, 
and distribution on their utility bills; and

•	an exploration of how PJM transmission charges 
to wholesale customers are passed onto retail 
customers. 

http://
http://pjm-advocates.org/
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Retail Customer Electricity Charges
A.	 What Charges are Included on a Retail Customer’s Electric Bill?

Most residential and commercial customers—also known as “retail customers”—take their electric service 
from a distribution utility. Their electric bills are generally comprised of four types of charges. Three of those 
charges account for the largest percentage of an average bill and are related to the infrastructure used to 
generate and deliver electricity:

•	Generation service—charges that relate to the costs of generating or purchasing power from the facilities 
that generate energy;

•	Transmission service—charges related to the delivery of power over the higher capacity wires and 
associated infrastructure used to move the energy from the generator to substations located closer to 
the consumer; and 

•	Distribution service—charges related to the delivery of power over the lower capacity wires and associated 
infrastructure used to move the energy from the substations to the endpoint where it is consumed. 

The fourth category is comprised of additional items that are specific to each utility, such as government taxes 
and fees, and riders or surcharges for certain utility programs.

01
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Section 01

B.	 How do transmission charges appear on a customer’s electric bill?

While the specifics of each utility’s bills may be different, how 
transmission charges appear depends on whether the customer 
is located in a vertically integrated state or a state that offers 
retail choice, and if the latter, whether the customer takes 
service from the default utility or from an alternative supplier.

Customers of vertically integrated utilities—i.e. a utility that 
constructs, owns, and operates the generation facilities and the 
transmission and distribution lines—usually receive bills that list 
all three major charges together. An example of this type of bill 
is provided in Figure 1. 

Customers of utilities operating in retail choice states—i.e. states 
where the utility provides distribution service and customers are 
allowed to elect a third-party energy supplier—often have two 
separate charges on their bills: (1) supply charges, which cover 
both generation and transmission charges, and (2) delivery/
distribution charges. Examples of such bills are provided in 
Figures 2 and 3.

Customers in retail electric choice states who elect an alternative 
electric supplier may not see a reference to transmission 
charges in their bill because the alternative electric supply rate 
integrates the transmission charges. 

FIGURE 1. Excerpt of Sample Electric Utility Bill from AEP Ohio

(�Credit: American Electric Power Ohio, “Sample Bill,” last accessed 
December 22, 2023).

FIGURE 2. Excerpt of Sample Electric Utility Bill from Public Service  
Electric and Gas Company, New Jersey

(Credit: PSEG New Jersey, “Sample Bill,” last accessed December 22, 2023).

FIGURE 3. Excerpt of Sample Electric Utility Bill from  
Potomac Electric Power Company, MD

(�Credit: Pepco MD, “Sample Bill,” last accessed December 22, 2023).

http://
https://www.aepohio.com/lib/docs/account/bills/view/understanding/OhioSampleBilll.pdf
https://nj.myaccount.pseg.com/viewmybill/-/media/pseg/njmyaccount/mybillpublic/understanding_bill-residential.ashx
https://www.pepco.com/SiteCollectionDocuments/PEPCO%20MD%20Invoice_Sample.pdf
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Section 01

C.	 Why are retail customers charged separately for generation, transmission, and distribution rather than being 
assessed a single charge?

The separate charges reflect that: (1) different categories of infrastructure are needed to generate and deliver 
power, and (2) a range of energy policies and regulations govern each of those categories (see Handbook 
Volume II for more information on the differences between generation, transmission, and distribution service). 
The items are separated to provide transparency to customers and to acknowledge that the charges’ source—
and therefore the entity that controls how much is being charged—may not be the same as the utility assessing 
the bill.  

FIGURE 4. Excerpt of Sample Electric Utility Bill from Commonwealth Edison (IL) for a customer receiving 
power from an alternate supplier.

(�Credit: Commonwealth Edison Company, “Schedule of Rates for Electric Service,” 4th Revised 
Sheet No. 218.1).

http://
https://azure-na-assets.contentstack.com/v3/assets/blt3ebb3fed6084be2a/blt86ebee5fe6ed02f8/Ratebook.pdf
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PJM Transmission Charges 
A.	 How are PJM transmission charges in PJM passed onto retail customers?

As discussed more in Handbook Volumes VI and VII, distribution utilities receive the power sent over transmission 
lines and resell that power to end use entities that will use that power, i.e. residential and commercial.  Because 
the distribution utilities are the transmission customers—also referred to as wholesale customers—they are 
assessed transmission charges from PJM, and they then pass those charges down to retail customers. The 
way transmission charges are passed down depends on the specific electric utility and state laws. In most 
cases, transmission charges that are passed onto retail customers are laid out in that customer’s distribution 
utility tariff. Distribution utility tariffs are posted on the state’s utility commission’s website and/or the utility’s 
website. 

02
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Section 02

For retail customers that may not choose their own electric provider (vertically integrated states and 
commercial/industrial customers in certain retail choice states): the distribution tariff will likely include a list 
of transmission charges, including the current effective Network Integration Transmission Service (NITS) rate 
for that transmission zone, transmission enhancement charges if not already incorporated into the NITS rate, 
and additional PJM Transmission charges. Each of these charges is explained more fully in Handbook Volume 
VI.  Retail customer charges will be charged for transmission will either be set charges or volumetric charges 
based on electricity consumption. An example of this type of tariff filing is provided in Figure 5.

FIGURE 5. Example of Transmission Charges for Bundled Service Customers from PSEG’s Tariff

(Credit: Public Service Electric and Gas Company, “Tariff for Electric Service,” BPUNJ No. 16 Electric, 
Twenty-Third Revised Sheet No. 79).

http://
https://nj.pseg.com/-/media/pseg/public-site/documents/current-electric-tariff/electric-tariff-16-bpu-bgs-nitstec-effective-09012023.ashx
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Section 02

For retail customers that have the option to choose their own electric provider but have declined that 
option: the transmission service charges will be incorporated in the rate schedule for Standard Offer Service 
(SOS). SOS rates are typically set through an auction process that is managed by the respective PSC/PUC. 
The SOS rates include transmission service charges based on the FERC-approved NITS rates for the applicable 
zone (see Handbook Volume VI), any other PJM charges, and any additional costs incurred by the utility in 
providing transmission service. Figure 6 provides an example of this type of bill. 

For retail customers that have elected an alternative electric supplier: the alternative supplier’s rates will 
incorporate the transmission charges from PJM. It is important to note that most alternative suppliers provide 
a black-box rate that does not list a separate transmission charge. 

FIGURE 6. Example of SOS Rate Schedule for Pepco DC

(�Credit: Potomac Electric Power Company, “Rate Schedules for Electric Service in the District of 
Columbia,” Electricity—P.S.C. of D.C. No. 1, Thirty-Eight Revised Page No. R-41.1).

http://
https://www.pepco.com/SiteCollectionDocuments/MyAccount/MyBillUsage/TariffArchive/2023/Current-%20Pepco%20DC%20-%20PCA%20eff%20June%201%202023%20clean%205.8.23_.pdf
https://www.pepco.com/SiteCollectionDocuments/MyAccount/MyBillUsage/TariffArchive/2023/Current-%20Pepco%20DC%20-%20PCA%20eff%20June%201%202023%20clean%205.8.23_.pdf
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Section 02

B.	 Can a state Utility Commissions change the FERC-approved transmission rate?

The Federal Power Act gives FERC exclusive jurisdiction over the rates for transmission service.1 Courts have 
held that because FERC has exclusive jurisdiction, the Supremacy Clause of the U.S. Constitution2 bars state 
regulatory agencies from changing FERC-approved transmission rates. In Nantahala Power & Light Co. v. 
Thornburg, 476 U.S. 953, 953 (1986)—the seminal case on this issue—the court addressed FERC’s analogous 
exclusive jurisdiction over wholesale rates and held that:

Once FERC sets such a rate, a State may not conclude in setting retail rates that the FERC-approved 
wholesale rates are unreasonable. A State must rather give effect to Congress’ desire to give FERC 
plenary authority over interstate wholesale rates, and to ensure that the States do not interfere with 
this authority. 

Although state commissions may not change a transmission owner’s authorized Annual Transmission Revenue 
Requirements (see Handbook Volume VI), states commissions may review in distribution rate cases: (1) the 
mechanism the distribution utility proposes to use to recover transmission charges,3  and (2) the prudency of 
the distribution company’s request to recover the transmission charges.4 

1	 16 USC § 824(b).

2	 U.S. Constitution, Article VI, Clause 2.

3	 See, e.g. Kansas City Power v. Mo. Public Serv. Comm., 509 SW 3d 757, request for Mo. Sup Ct review denied (Mo.App. W.D. 2016)(state 
court upholding a PSC order denying the utility’s request to recover certain transmission charges through a fuel adjustment clause and 
finding that the PSC has discretion to include RTO costs in its decision determining general rates.”)

4	 See, e.g., State of Missouri Ex Rel. Kansas City Power v. Mo. Public Serv. Comm., 408 S.W.3d 153, 162-165 (Mo.App. W.D. 2013), request for 
Mo. Sup Ct review denied, cert. denied (upholding a state PSC order to disallow recovery of transmission costs as imprudent when the costs 
were for power plants located far from load and the utility had other energy production options in the relevant Missouri rate districts that 
bore no transmission expense whatsoever. Further noting that “[t]he PSC did not conclude that [approved FERC] transmission service rate 
was unreasonable; instead, the PSC concluded that it was unreasonable . . . to pass through the otherwise unnecessary transmission costs to 
ratepayers”).

http://
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Advocacy Opportunities
•	Rate Cases at the Federal Energy Regulatory Commissions (FERC)—Because the customer bills flow 

through transmission charges set by FERC, rate cases are the best way to advocate for lower bills.

•	Proceedings at state utility commissions—Although state commissions may not change a transmission 
owner’s authorized Annual Transmission Revenue Requirements, as discussed above, they may review: 
(1) the mechanism the distribution utility uses to recover such charges, and (2) and the prudency of 
the distribution company’s request to recover the charges. Advocates can usually raise these issues in 
distribution rate cases.  

•	 Informal discussions with utilities—If a utility is providing misleading information on its bills or is 
overcharging a customer, advocates often start a discussion with the offending utility.  If the issues cannot 
be resolved informally, advocates should engage with their state commission for a formal resolution.

03
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ABOUT CAPS
Established in 2013, Consumer Advocates of the PJM States, Inc. (CAPS) 
is a non-profit organization whose members represent over 65 million 
consumers in the 13 PJM States and the District of Columbia. Regulatory 
rules vary greatly across jurisdictions, but in each the electricity costs 
paid by consumers is at least partly determined by the tariff and rules 
under which PJM operates. PJM and its stakeholders set those rules 
and CAPS’ engagement is necessary to ensure that consumers’ voices 
are heard. CAPS’ mission is to actively engage in the PJM stakeholder 
process and at the Federal Energy Regulatory Commission to ensure 
that the prices consumers pay for reliable, wholesale electric service are 
reasonable.

ABOUT DGA
David Gardiner and Associates (DGA) was founded in 2001 to serve as a 
strategic advisor to organizations and businesses seeking a sustainable 
future. Our firm combines expertise developing research and analysis 
with deep understanding of clean energy markets and policy. DGA has 
worked for foundations, businesses, and non-profit advocacy groups to 
develop strategies to identify and promote policies that will advance 
clean energy and a low-carbon economy.
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