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As prices for most things in 2026 go up, electricity is
presenting Pennsylvania’s industrials with a
particularly acute set of challenges. Opportunities for
mitigation exist, but they require coordination.

Priorities for Industrial Customers
e Cost — Energy must serve an overall competitive

advantage.

¢ Reliability — Energy must be available when
needed.

e Cost Allocation — We must not pay costs
caused by others.

Pennsylvania Conditions and Implications

Costs — Under Pressure: After almost no growth
over the last 20 years, Pennsylvania’s projected load
for 2029 is almost 35%! higher than the load in 2024.
Growth on this order can only drive the need for new
generation assets and transmission infrastructure —
which can only drive costs further up.
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Reliability — Elevated Riskz2: The North American
Electric Reliability Corporation (NERC) oversees the
reliability of the bulk power grid and determines
whether the risk level in a Regional Transmission
Organization (RTO) is High, Elevated, or Normal. No
RTO is classified as High Risk, but the risk level of
PJM, the RTO that includes Pennsylvania, is listed as
Elevated. NERC finds that resource additions are not
keeping up with generator retirements and demand
growth. NERC assesses that PJM meets the

" “Electric Power Outlook for Pennsylvania 2024—2029” PA
Public Utility Commission, August 2025.

2NERC, 2024 Long-Term Reliability Assessment,
December 2024, Updated July 15, 2025.

established resource adequacy target, but analysis of
conditions that are plausible but more extreme than
normal seasonal peaks are likely to cause shortfalls in
area reserves.

Cost Allocation — Risk to Industrials: Almost all
of Pennsylvania’s projected 35% load growth is
attributed to a projected doubling (99% growth) in
industrial loads, and almost all of this is caused by
the addition of data center loads within a single
Electric Distribution Company (EDC). Large
manufacturing operations and data centers cause
different demands, risks, and costs to the grids.
Nevertheless, the PA PUC report groups these loads
into a single customer class. The failure to recognize
the inherently different nature of these loads through
the creation of a new and distinct customer class for
data centers could result in their subsidization by
traditional industrial customers.

Opportunities, Threats, and Strategies

The Top Seven Issues: The above conditions have
been decades in the making. They are the
consequence of various conflicting policies and
market developments, as well as infrastructure that is
suddenly undersized and too old. They are decreasing
the affordability and reliability of industrial electricity
costs, and they promise to accelerate over the coming
years. While similar developments confront
industrials in other states, Pennsylvania’s situation is
particularly acute.

The table below lists the seven most urgent
opportunities and threats with associated mitigation
strategies. Only #5 “Environmental and Carbon
Regulation” is readily quantified. Recent PJM studies
estimate that participation in RGGI (or PACER4)
would add $5.32 per MWH, or about $375K in
additional annual costs for a typical 10 MW industrial
load (~7%). The others vary, but they are also large.

Other Issues to Track: Pennsylvania has ongoing
opportunities to join the states that have long ago
prioritized manufacturing by capping or removing
the headwinds on industrial electricity prices from
mandated energy efficiency programs and gross
receipts tax. Simultaneously, legislation that could
create ratepayer subsidies for nuclear power plants
has been reintroduced. Finally, PPL has filed its first

3 “Cost causation”is a fundamental ratemaking principle.
The entity the causes the cost (or derives the benefit)
should pay the cost.

4 PACER, in part, is a PA-only version of RGGI.
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new base rate case in several years to recover
transmission and distribution cost increases, and
other EDCs are expected to follow.

Common Answer is Focus on Policy

All the mitigation strategies involve driving changes
in either legislation or regulation or both. Their
implementation demands the consistent application
of dedicated, expert resources in lobbying and utility
law, especially because utilities, energy companies
and other interests are already leveraging their
considerable resources.

Join the Solution

Participation in state industrial energy groups like the
Industrial Energy Consumers of Pennsylvania
(IECPA) is an efficient and effective way to help
advance reasonable energy policies. It provides a
means to share the costs of these resources as it
multiplies the power of our voice. In fact, IECPA is
known in Harrisburg as “The Voice of Large Energy
Consumers.” Participation in IECPA also harvests

and leverages the lessons learned by peer industrials
as they address similar challenges in other states.

Proof of Concept

Engagement in energy groups delivers benefits. Since
2016, Pennsylvania’s industrials have educated policy
makers to make prudent decisions to avoid subsidies
to nuclear plants while large subsidies have been
approved in Illinois, New York, and New Jersey.
Since 2019, IECPA has worked in conjunction with
several allies to resist the state’s entry into RGGI,
which was only stopped with the November 2025
budget agreement. And we have had an important
voice in the discussion on how to appropriately
integrate data centers into the grid.

Energy policy and costs are changing faster than ever
before, particularly in Pennsylvania. Active
participation in a group like IECPA is the best way to
avoid surprises, engage with policymakers and
capture opportunities to craft state energy policies
that benefit industrials and grid reliability.

for up to a quarter of bills.

Issue Description Mitigation Strategies
1. PJM Capacity Recent auction increases (800%+) drive up | Challenge auction results at FERC, negotiate
Market Price Spikes | industrial rates by up to 29%, accounting multi-year contracts, advocate for price caps via

trade groups, participate in demand management
programs, and encourage realistic demand curves.

2. Data Center and

Rapid growth strains grid capacity, leading

Support policies to allocate grid expansion costs

Crypto Load Growth | to major and potentially suboptimal directly to new loads, push for dedicated tariffs for
infrastructure investment and reliability large loads, participate in planning processes, and
costs passed to all users. advocate for elimination of double-counting loads.

3. Aging Billions spent to upgrade Advocate for phased upgrades, participate in PUC

Infrastructure & transmission/distribution are spread to all hearings, invest in efficiency/cogeneration to

Grid Upgrades ratepayers annually. reduce exposure, monitor capital allocation,

encourage Grid Enhancing Technologies (GET).

4. Delayed Regulatory delays and backlog for Engage in interconnection dockets, partner with

Connection of New renewables/battery projects trap old developers for self-supply, promote streamlining

Generation expensive resources on the grid. of grid access rules.

5. Environmental
and Carbon

New mandates (such as PACER, PRESS, vs
RGGI) impose compliance and/or

Engage in compliance planning, pursue
energy/carbon management, capitalize on

Regulation allowance costs on industrials. available credits/incentives.

6. Fossil Fuel Plant Accelerated shutdowns of older plants cuts Advocate for orderly transition, support bridge

Retirements market supply, drives up prices and contracts, incentivize new supply development.
volatility.

7. Regulatory Retroactive rate adjustments, policy swings, | Monitor PUC and legislative actions closely,

Uncertainty and and cost recovery debates lead to negotiate review/termination clauses in contracts,

Rate-Setting unpredictability in industrial rates. diversify supply portfolio.

Changes

*David F. Ciarlone is a widely recognized expert in energy and energy policy. He has deep experience working
with industrial energy groups on federal matters and in several states. He is a past member President of IEPCA
and currently serves as IECPA’s Senior Policy Advisor, but the conclusions and opinions herein are his alone.
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