S 731 -- Redline

Amended to Amended -- Requires electric public utilities to develop and apply special rules for large load customers to
protect non-large load customers from increased costs.*

Deletions straek - Insertions underlined

S731 2R3R [Seeend[ Third Reprint] SENATE, No.
Senators Turner, Beach, Mriarty, D egnan, Singleton, Mikherji, G~anCryan, G eenstein and

Geenst-ei-AMKni ght SYNOPSI S Requires electric public utilities to devel op and apply speci a
rules for certain data centers to protect non-data center custoners fromincreased costs
CURRENT VERSI ON OF TEXT As anended by the Senate on MayJune 28+-18, 2026

An Act concerning the provision of electricity to 1[data centers] eerta+nr3[certain commercial
custonpersicustonersl] certain data centers3 and supplenenting Title 48 of the Revised Statutes.

21-21. a. As used in this section: "Board" neans the Board of Public Utilities.

ar 3["Capacity value" neans the quantified reliability contribution of an energy resource, expressed
in negawatts, representing the ampunt of unforced capacity the resource can reliably provide to the grid
during system peak denmand hours or high-risk operating conditions.] "Capacity resource" neans_an
energy resource, including generation, energy storage, denmand response, denmand reduction, energy
efficiency, or any conbination thereof, that the board, consistent with paragraph (7) of subsection b.
Asof usedthis insection, thisdeternm nes seetion—is capable of contributing to systemreliability during
periods of peak denand or high-risk operating conditions, and that has been assessed a capacity val ue
pursuant to that paragraph.3 “Board~"Co-located generation" neans an_electric power_generation
facility that is interconnected directly with a data center custoner's electrical |oad, regardl ess of
whet her _or not the Beardfacility is also interconnected with the transm ssion or distribution system
and regardl ess_of Rublewhet her U--+ties—0or not the custoner receives suppl enental or backup service
froman electric public utility. "Co-located generation" shall not include enmergency electric power

generation.




The standards shall be devel oped with stakehol der input and designed to: (1) —dentiiyidentify the
appropriate defining characteristics of a "large data center" and a "large data center custoner" for

each electric public utility including, but not limted to, mninmmnegawatt size designation, which
shall not be greater than 50 negawatts. For the purpose of defining "large data center," the board

shal | aggregate the peak nonthly eespute3[ conpute and eenpute—elatedcompute-rel ated] 3 energy demand of
any data centers that are under common ownership or control, |ocated on the sanme site or contiguous
sites, or share substantial physical, operational, or interconnection infrastructure, and shall treat
such aggregated facilities as a single |large data center

(2) —ensureensure that other electric public utility custoners do not subsidize |large data center
custonmers and that all costs attributable to the electric public utility's large data center custoners
are allocated to_3those3 large data center custoners, including, but not limted to, the costs of any
infrastructure investnment related to generation, transm ssion, distribution, or substation facilities
incurred solely or primarily to serve that custoner

(3) —ensureensure that other electric public utility custoners are not at risk of paying for stranded
costs associated with an electric public utility serving |large data center custoners; (4)
heentiadzei ncentivize large data center custoners to develop and utilize nmethods to increase energy
efficiency, including through the use of technol ogies that capture and utilize the heat produced by

| arge data center custoners;

(5) —heentidzeincentivize large data center custoners to bring their own 3new3 cl ean generation or
energy storage to neet their_3energy3 needs

(6) —developdevelop a framework for the tariff treatnment of |arge data center custoners served in whole
or in part by co-located generation, to ensure that such custoners pay an appropriate share of

transm ssion, distribution, capacity, reliability, and public benefit costs attributable to their actual
or potential use of the electric public utility system

(7) —dentifyidentify the appropriate assessnent nethod for electric public utility evaluation e+3[of
the capacity waklueval ue] 3 of any capacity 3resources3 procured by large data center custoners, which
shall be aligned with the erergy3[ energy +eseursce—sresource's]3 accredited effective |oad carrying
capability or equivalent performance netric recogni zed by the regional transm ssion
OFgahi-zati-onR~0rgani zation 3for energy resources procured, and an appropriate adjustnent factor

recogni zed by the regional transni ssion organi zation for |oad reductions procured, both to be set at the
tinme of procurenent3

(8) ——egui+erequire that each electric public utility submt Large Load Adjustnents ard3[and 3 _Peak
Shavi ng Adj ustnments_3, and custoner peak |oad contribution3 to the regional transm ssion organization or




any successor organization, which shall provide for inclusion of both the aggregate amount of
antici pated new or expanded data center electrical load, as well as the aggregate anpunt of resources a
| arge data center custoner has procured to neet their energy needs

(9) —dentiiyidentify the appropriate paraneters for demand-reduction trade prograns each electric
public utility shall make available to large3[large]3 data center custoners. The paraneters shall: (a)
delineate eligible categories of demand-reduction nmeasures la+ge3[large]3 data center customers may take
directly or contractually procure fromthird parties, such as increnental energy efficiency

i mprovenents, demand response enrol | nent, behind-the-nmeter energy storage, and managed el ectrification
(b) ensure sufficient protocols to denonstrate that the demand reductions are quantifiable, additional
coincident with the periods of systemor |ocal need, and nmeasured using advanced netering infrastructure
to read, and settle on an interval basis, the custoner accounts associated with denand reduction

neasur es;

(10) —p++o+itizeprioritize the interconnection of |arge data center custoners who make binding
commtrents in fulfillment of the objectives stated in paragraphs (5) or (9) of this subsection

(11) —ensueensure the priority curtailment of large data center custoners before residential custoners
excludi ng designated critical |oad, under system energencies. Any such curtailnment shall be considered
firmload shed

(12) —establishestablish application and screening standards that require any prospective |arge data
center custonmer of an electric public utility to disclose any substantially simlar request for

i nterconnection or electric service pending before any other utility, whether |ocated in New Jersey or
el sewhere, and to describe the relationship of those requests to the proposed project, so that the
electric public utility may appropriately plan its systemand avoid duplicative or stranded
infrastructure investment, subject to reasonable protections for comercially sensitive infornmation

and (13) —addressaddress any other challenges posed by tinmely interconnecting or serving |large data
center custoners as identified by the board, including nmeasures to ensure that no person evades the
requi renents of this section through corporate structuring, project segnentation, behind-the-neter
configurations, off-tariff arrangements, or other simlar arrangenents

d. Al rates, terns, and conditions approved by the board for |arge data center custoners shal
reasonably protect other electric public utility customers against increased transm ssion and
distribution costs resulting entirely or nearly entirely fromserving |large data center custoners, and
pronote reduction of those costs by enhancing utilization of the electric grid. In carrying out the
provisions of this section, the board shall require each electric public utility to: (1)
ensueensure that any mew3[new] 3 |arge data center custoner provides adequate financial guarantees that
it will pay for at |east 85 percent of the serwice3[service] electricity supply3 it requests for a
period of 10 years from when service comrences or as otherw se determined in the board' s standards

(2) —prev-deprovide for the posting of deposits, financial security, or, for 3large3 data center
customers with sufficiently high credit ratings, financial commitnents, in respective forns approved by
the board, sufficient to protect ratepayers against a material increase in rates should the |arge data
center customer cease operations or take |ess service than anticipated over the 10-year period begi nning
when serw-ce3[service] electricity supply3 comences, and authorize the board to approve a stranded cost
recovery nmechani sm applicable exclusively to the large data center custonmer class to recover any costs
not otherw se covered by the deposits, financial security, or financial commtnents

(3) —provi-deprovide |arge data center custoners whose |oad or procured capacity is to be included in a
Large Load Adjustment, Peak Shaving Adjustment, or successor formof subnittal to the regiona

transm ssion organi zati on or any successor organization with an accounting of the quantities of their

| oad or procured capacity to be included and an opportunity to correct any such data prior to

subm ssion. To the extent that a large data center custonmer's |oad has been included in a Large Load
Adj ustnment subnmitted to the regional transmission organization or successor organization, the board
shal | ensure that paynment by that |arge data center custonmer is proportionate to its share of the costs
all ocated by the regional transm ssion organization to the electric public utility of a Reliability
Backst op Procurenent auction or successor nechani sm adm nistered by the regional transm ssion

organi zation. Any large data center custoner's share of such costs shall be reduced by that customer's

procurenment of supply—3[supply, storage, or demand ~educti-onrs~reductions] capacity resources3
including any vol untary procurenent under paragaphs3[paragraphs] paragraph3 (4) e~3[or £53-(5)]3 of this
subsecti on; (4) —developdevel op a voluntary demand-reduction trade programthrough which

arge3[large] 3 data center custoners nay contract directly with a third party for, or otherw se fund
verified demand flexibility by other custoners on the sane electric public utility system In

devel oping the trade program each utility shall

(a) ensure that no part of the cost of the transaction is recovered through rates established by the
board for any other ratepayer and that any benefit in the formof the capacity reduction is allocated to
the la+ge3[large] 3 data center custoner who has paid for the benefit, either by crediting a | oad serving
entity undertaking the demand reduction and serving the large3[large] 3 data center customer, or by
assigning the capacity benefit to the la+ge3[large] 3 data center customer as an offset to its peak |oad
contribution value as contenplated in paragraphs (3) and (6) of this subsection; (b) prohibit double-



counting of demand reductions clained for conpliance under this subsection and demand reductions cl ai ned
under any other state or federal program other than as contenplated in paragraphs (3) and (6) of this
subsecti on

(c) design the programfor conpatibility with 3the | oad forecasting nethods of the regional transmn ssion
organi zation, 3 the Peak Shaving Adjustnment of the regional transm ssion organization, or any sinlar
mechani sm used to reduce capacity needs, so that demand reductions verified under the program are
reflected in the load forecast used by the regional transnission organization to procure capacity,
including any capacity procured under a backstop auction or simlar nechanism

(5) —~egui+erequire demand flexibility conmmtnents by |arge data center custoners, which shall include
at least one of the followng: (a) conmmitnents to curtail or reduce |oad, excluding designated critica
| oad, during system energencies, transm ssion constraints, and peak demand periods as directed by the
electric public utility or the regional transm ssion organization

(c) participation in a voluntary demand-reducti on program devel oped pursuant to paragraph (4) of this
subsecti-on-subsection 3[,] ;3 or (d) until such tine as the board adopts standards for voluntary denand-
reduction prograns and approves a programfor the respective electric public utility, other contractua
flexibility commtnments that the board determ nes reasonably neet the substantive requirenments of
paragraph (4) of this subsection;

(6) —+eto the extent that a |arge data center custonmer has procured supply=-3[supply, storage, or demand
reductionsreductions] capacity resources3 , including but not limted to voluntary procurenent as

cont enpl at ed under paragraphs (43-3[(4) or (5-(5)] (3) or (4)3 of this subsection, ensure protection of
that custoner from advanced curtail nent ahead of other firmload pusuant-3[ pursuant teto] that nmay
otherwi se_be required by3 a "connect and nanage" or successor program adm nistered by the regiona
transm ssion organi zation; (7) ——egui+erequire annual reporting of actual flexibility performance
to the board

(8) —egui+erequire any new |l arge data center custoner to pay the reasonable costs of any
interconnection, systeminpact, and facilities studies undertaken by the electric public utility;

(9) —assessassess the capacity value of total capacity_3resources3 procured by a |large data center
custonmer to neet its energy needs. The value of the capacity shall be determ ned at the tinme of the
electric public utility's initial assessment and any future changes in determning the system |ocal, or
other value of that capacity shall not affect any allocation of costs or curtailnment for purposes of
paragraphs (3) or (6) of this subsection

of this section, an electric public utility shall apply the tariff devel oped pursuant to this section
as approved by the board, to each large data center custonmer within the electric public utility's
service area selely3[solely with respect to that customer's new | arge data eenters—centers]3 . The
board shall have the authority to determ ne whether a custonmer qualifies as a |arge data center custoner
pursuant to this section.

g. Fo3Notwi thstandi ng theany extentother thatprovision of this section to the regierakcontrary
H-ahsH-55i-0ha oFgahizati-onl ar ge establi-shesdat a dead-hrescent er erapproved precessesby feran aelectric
capaci-typublic auctionR-utility iheludi-rgto arecei ve backstoepservi ce ~ek-abi-typrior austioenr~to thatthe
precedecffective date of this act shall not be subject to the dead-resprovisions of
subsesti-onsparagraphs b—(1), (2), and (8) of subsection d

of this section with respect to such service, but shall otherwise remain subject to the provisions of
this section, including the requirenents of paragraphs (3), (4), (5), (6), (7), and (9) of subsection d
of this section. Wth respect to a large data center approved by an electric public utility to receive
service prior to the effective date of this act, the board may provide for a reasonable phase-in of the
cost _allocation required under paragraph (3) of subsection d

of this section. The exenption provided by this subsection shall not be dimnished by the renewal,
extension, or anendnent of an agreenent for the approved service, and shall not extend to any
application for new or expanded service above the negawatt threshold established pursuant to paragraph
(1) of subsection b

of this section. The exenption provided by this subsection shall apply only to the megawatts of service
approved before the effective date of this act, and any service above that approved quantity, whether or
not aggregated with the approved service pursuant to paragraph (1) of subsection b

of this section, shall be subject to the tariff devel oped pursuant to subsection c

of this section

h.3 To the extent that the regional transnission organization establishes deadlines or processes for a
capaci ty auction, including a backstop reliability auction, that precede the deadlines of subsections b
h-3[h.] i.3 Any rate or _service agreenent entered into between an electric public utility and a |arge

data center custoner, whether pursuant to a tariff approved under this section or pursuant to section 3
of P.L.1995 ¢.180 (C.48:2-21.26) or _any other authority, shall satisfy the substantive requirenents of

subsection d.




4.8

b=—3[i.] Nothingj.3 Nothing in this section is intended to, or shall be construed to, affect or

di spl ace the exclusive jurisdiction of the Federal Energy Regul atory Conmi ssion over whol esal e sal es of
electric energy or capacity, or over rates, terms, and conditions of electric transm ssion service,
under the "Federal Power Act" (16.
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