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The Northeast U.S. has some of the highest electricity costs in the country, but not for the reasons some would like
the public to believe. Below, this fact sheet examines the true drivers behind both historic costs and recent price
increases. The top real drivers of rising electricity costs in this region include:

« Fossil fuels and volatile supply costs: Volatile fuel costs drive up electricity prices—as evidenced by
higher electricity prices in states with higher natural gas penetration.

« Utility Business Models and Oversight: Investor-owned utilities are incentivized to deploy costly
solutions under current business models, and at the transmission level, projects often lack oversight to
ensure they are cost-effective. As a result, transmission and distribution costs are rising, and low-cost
technologies are overlooked.

« Storms, Trees, and Aging Infrastructure: the Northeast is heavily forested and has aging grid infrastructure.
During severe storms, which have and are projected to continue increasing in frequency, tree impacts lead to
grid outages and skyrocketing storm response costs.

Fossil Fuels
THE COSTS IN PLAIN SIGHT

A primary driver of electricity prices in the region is the price of natural gas. Gas commodity prices are
volatile, spike during extreme events, are tied to international markets, and are forecasted to increase in the
coming years.

« Gas and its volatility are major reasons why New England has spent between $9.5 and $17 billion on wholesale
electricity costs per year in the last 4 years.!

« Fuel and purchased power (FPP) is the largest expense for major US electric utilities, followed by operations
& maintenance (O&M), depreciation, general and administrative costs, and then “taxes and other.”?

» Based on Acadia Center’s analysis, states with higher natural gas penetration have an observed trend of higher
electricity prices nationally—a trend that is statistically significant in the Northeast region.

For more information on gas cost drivers, see Acadia Center’s Natural Gas Fact Sheet.

THE HIDDEN COSTS OF FOSSIL FUELS

There are two types of “hidden” energy costs with regard to fossil fuels. The first type of hidden fossil fuel cost
are the externalities, affecting everything from human health to insurance rates and GDP.

As seas rise and storms worsen, customers are also paying more outside of utility bills:
« Many real fossil fuel costs are borne other places: ecological costs,® environmental pollution,* medical costs and
excess deaths due to pollution,” weather emergency costs,® as well as knock-on economic costs.” New research

also links particulate matter pollution to increased risk and severity of dementia.®

« The average US homeowner’s insurance premiums increased 8.7% faster than inflation from 2018-2022, with
sharp spikes in climate-exposed regions.®

« A National Bureau of Economic Research study finds that households are already paying between $400 and
$900 annually due to climate-driven costs (considering only a subset of all costs).*°


https://acadiacenter.org/resource/renewables-arent-behind-energy-cost-increases/
https://acadiacenter.wpenginepowered.com/wp-content/uploads/2025/11/AC_Explainer_GasCostDrivers_R3.pdf

Broader economic impacts are also occurring:

« Global long-run GDP per capita is estimated to decrease by 22-34% if the world were to experience a permanent
1.8°F increase in global temperatures.”

« Other work estimates that there is a 79% chance that US GDP will be negatively affected by climate change
in 2100, with an average expectation of 4% loss in GDP relative to if temperatures remained unchanged
after 2024, and a 5% chance that the GDP is at least 21% lower than it otherwise would be;*? and, if extreme
global temperature change scenarios are realized, the US and global GDPs would be reduced 65% and 73%,
respectively, compared to a scenario with no climate change.®

The second type is total home energy expenditures. This includes the energy for lighting, heating and cooling
your home, as well as transportation (i.e., gasoline). Often, the cost of energy for transportation is considered
separately from electricity bills, hidden from conversations around household energy. However, total household
energy expenditures, aggregating home and transportation costs, is a more comprehensive view of the impacts of
energy on monthly household expenses.

« In 2023, New England spent $72.2 billion on total energy expenditures, and 67% went to oil and gas.*

o When taken as a whole, as the economy is electrified, household expenditures are projected to decrease over
time in the Northeast, largely driven by activities like EV adoption.

» Massachusetts had similar findings in its 2050 Climate and Clean Energy Plan (CECP): by 2050, efficiency gains
from electrification are expected to reduce household energy costs by 13% from 2030 levels, for an average
savings of nearly $600 per year (2021 dollars).”

Utility Business Models

In regulated investor-owned utility markets, profits are tied to the size of the rate base, which consists of physical
assets used to deliver electricity (e.g., utility poles and wires). Utilities earn a regulated rate of return on these assets,
so expanding the rate base through capital projects—such as grid upgrades, storm hardening, or infrastructure
replacements—directly increases earnings. The more expensive the project is, the more guaranteed return the
utility receives - perpetuating a strong incentive for utilities to implement expensive solutions absent reforms.

In contrast, publicly-owned utilities do not need to maximize their rate base because they do not have to maximize
profits for shareholders. This also allows publicly-owned utilities to invest a higher percentage of revenue back
into the electric grid. Investor-owned utilities have seen electric rates rise faster than publicly-owned ones. From
2022-2024:

o Investor-owned-utility (IOU) residential electricity rates have increased 49% more than inflation.

o Their publicly-owned counterparts have increased 44% less than inflation.

Utility Planning and Oversight

Utilities should invest prudently to make the grid reliable, resilient, and clean. This means ensuring cost effective
technology solutions are considered in grid planning, such as virtual power plants, non-wires solutions, and
grid-enhancing technologies, in addition to traditional poles and wires upgrades. Unfortunately, rising spending
on electricity distribution—the poles and wires that deliver electricity from substations to customers (homes
and businesses)—has focused on traditional/business-as-usual solutions both for infrastructure (CapEx) and
operations and maintenance (OpEx), as evidenced by costs outpacing inflation and other categories of
expenditure (generation, transmission, and other).”

« Between 2019-2023: distribution operations and maintenance costs are up by over 20%; and distribution capital
expenditures are up by over 40%.%*


https://energywallet.epri.com/en/future-projections-state.html
https://energywallet.epri.com/en/future-projections-state.html

Grid-enhancing technologies (GETs)*: Widespread GETs deployment could reduce wholesale energy costs
nationwide by over $5 billion annually by alleviating transmission congestion and also improve grid reliability
and mitigate the impacts of grid outages.*”

« GETs implementation can cost less than 5% of the annual congestion costs they can help eliminate, and they are
often cheaper than traditional transmission solutions.

o GETs pair well with transmission buildout, helping to increase utilization of new lines by up to 16%, improving
project economics.”

Virtual power plants (VPPs)**: The net cost to the utility/system operator for providing resource adequacy
from a VPP is about 40-60% of the cost of generation and storage alternatives, meaning that 60 GW of VPP
deployment could reduce costs nationwide by $15-35 billion over a decade—before considering up to $20 billion in
additional societal value in the form of greenhouse gas reduction and improved resilience.*

« An existing VPP program in Vermont saves customers over $3 million annually and provides backup power to
customers during storms.*

» VPPs can be implemented in as little as 6-12 months, avoiding multi-year transmission upgrades.*

Non-wires solutions (NWSs)***: When Connecticut mandated electric utilities propose up to three NWSs to
demonstrate how battery storage can improve resilience, all three projects United Illuminating proposed were
more cost-effective than traditional poles and wires upgrades.®

» The Brooklyn-Queens Demand Management Program avoided a $1 billion upgrade. It became operational in
2014, and as of August 2017 had net benefits of $94.9 million.*

While distribution utilities in regulated markets have regulators to scrutinize the prudence of their investments,
there is a need for increased oversight of transmission-level Asset Condition Projects (ACPs). While ACPs
are projects that replace aging or deteriorating electric grid equipment to maintain reliability, proposed project
designs must be scrutinized to ensure both prudence and optimized sizing for future needs.

« Spending on ACPs rose from $58 million in 2016 to over $1 billion in 2024—with over $1.4 billion projected
for 2026.%

» The Northeast has the highest transmission costs in nation: $5.90 on transmission for every MWh of demand
served, in part because of skyrocketing ACP spending.?® Transmission rates in New England account for 30% of
wholesale energy costs.?

* Grid-enhancing technologies are advanced hardware and software—such as dynamic line ratings, power
flow control devices, and advanced sensors—that increase the usable capacity and efficiency of existing grid
infrastructure. They differ from VPPs by acting directly on wires and substations rather than customer-side assets,
and they overlap with non-wires solutions when utilities deploy them instead of building new transmission or
distribution lines.

** Virtual power plants are networks of distributed energy resources—such as rooftop solar, batteries, electric
vehicles, and smart appliances—coordinated through software to operate like a single power plant. They differ from
non-wires solutions and grid-enhancing technologies in that VPPs focus on operational coordination of customer-sited
assets, though VPPs can be used as a non-wires solution when they defer or replace grid upgrades.

*** Non-wires solutions are planning and procurement approaches that avoid or defer traditional grid infrastructure
investments (like new substations or lines) by using resources such as energy efficiency, demand response, storage,
or VPPs. Unlike VPPs or grid-enhancing technologies, NWS is not a specific technology, but a category that can include
both VPPs and, in some cases, grid-enhancing technologies if they meet the same grid need at lower cost.



Storms, Trees, and Aging Infrastructure Increase
Restoration Costs

NATIONALLY, AND IN THE NORTHEAST, OUR INFRASTRUCTURE IS AGING

Much of the electric grid was built 50-75 years ago, and it is struggling to keep up with both hazardous weather
events and modern energy demands.3° For example, about half of the transformers in the United States—devices
that adjust electricity to the right voltage for safe and efficient delivery—are approaching their “end-of-life.”* Poles
and other infrastructure that we count on to deliver electricity reliably are also aging.

THE NORTHEAST IS HEAVILY FORESTED, AND STORM HAZARDS ARE INCREASING

States in the Northeast are heavily forested, ranging from 53% in RI to 89% in ME, as compared to 36% nationally.>?
These trees cause outages and damage to the electric grid. For example, while only about 16% of all outages
nationally are caused by trees,® for one utility in New York (a state ~62% forested), over half of all outages are due
to trees.>* Another utility that operates in Connecticut, Massachusetts, and New Hampshire, reported that about
90% of outages on their electric system during storms with heavy wind or snow are due to tree impacts.* These
outages and system damages are expensive, adding to already outsized storm restoration costs.

o The number of annual billion-dollar disasters (CPI-adjusted) in the U.S. has increased from 3.3 in the 1980s to
23 between 2020 and 2024.3° Since the 1950's, extreme precipitation events are increasing in regularity in the
Northeast, with event frequency expected to continue increasing due to climate change.?

Of 137 studies looking at how much climate change affected the intensity, frequency or impact of extreme weather
events—from storms, to wildfires, snow and ice, and more—in North America, nearly a quarter (73%) found the
weather events were more severe because of climate change.

« 20 out of 22 studies focused on storms found the storms were made more severe by climate change, with the other
2 having inconclusive results. Only 14 studies found that climate change made the storms less severe—and half of
those were snowstorms.

THE COMBINED IMPACT IS INCREASED COSTS

Nationally:
« About 36% of all GDP growth since 2000 is spent on recovering from or preparing for disasters, including about
$1 trillion in the 12-month period ending in June 2025.3°

o The annual CPI-adjusted cost of billion-dollar disasters in the US have increased from ~$22 billion to ~$149
billion from the 1980s to the 2020s (2020-2024).%° This is money spent on insurers, waste removal, and restoring
the power grid—money that could otherwise be spent on improving quality of life.

In the Northeast:

« One electric utility—National Grid—has a budget that accounts for ~4 major storms per year, based on past
years. However, in 2020, in Massachusetts, where the utility operates, there were 14 major storms. In 2021 and
2022, there were nine each year, and the company spent more than $100 million more than budgeted for
storm repair costs.*

« In Connecticut, Eversource asked ratepayers to pay $634 million in storm response costs for 24 events

across 4 years, of which only 2 events made up 60% of the cost.*> The request amounted to $5 per month for 6
years from customers on average.*

For more information on energy cost drivers, please visit Acadia Center's website at www.acadiacenter.org.



http://www.acadiacenter.org
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