
Beginning Algebra 







Name _____________________

Electric Bill

Essay Component 

Due:

Directions: 

· On a separate sheet of paper, please perform the calculations for parts (a) through (g).  
· For parts (h) through (j) please write in thoughtful, grammatically correct, and complete sentences.  In your paragraphs use proper spelling, correct grammar, as well as complete sentences. Write in essay format and don’t use bullet points.  Keep the reader in mind: your written work should be easy to follow, explain your thinking, support your ideas, and express what you wanted to say. Discuss the question in detail. Don’t be too brief.  Proofread the paragraphs and write neatly. 
· No two student’s paragraphs should match word for word. Write all explanations in YOUR OWN words. 
· Consider typing your responses. The reward will be a few extra points for your effort.  
· Attach this page with your name on it to the front of your work.  Failure to follow these directions will result in a loss of points.
**************************************************************************************************

Rate caps are artificial price freezes for a commodity. Often, people who move into a state are not aware of rate caps.  In Maryland BG&E (Baltimore Gas & Electric) has recently raised Electric rates for its customers. A rate cap on electric rates was in effect in the state of Maryland from 1999 until the summer of 2006. So electric rates were artificially frozen in place and had not increased in more than 7 years. In the meantime, market rates went up considerably. So now, as rate caps expire, the consumer will see a substantial increase in price.

Using the same technique you used in the group project, Joe, a BG&E customer, made linear equation models for before and after the rate increase. There are two “after” scenarios, since BG&E has raised the rates to market price, but legislation has passed a law to defer a portion of the increase so that customers were not hit with the full impact of the increase until the summer of 2007. 

· before means before the rate increase.

· then means the bill amount he has to pay with some of the increase in place. During the “then” months, a portion of the payment is NOT due immediately, but is deferred to be paid at a later date. So the function only models the portion that is due at this stage.

· now stands for actual market rates. So since the summer of 2007 your bill is higher since no portion of the amount due is deferred any longer.


Here are the three linear models Joe created from his BG&E electric bills, where 
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 is the number of kwh used:
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In an average month, Joe uses 1800 kwh of electricity in his house. To see the change in price for electricity calculate the amount of Joe’s bill in a month in which he used 1800 kwh (for each of the three scenarios):

a) Determine Joe’s bill for Before the rate increase if Joe used 1800 kwh.

Determine Joe’s bill for Then (with the deferment in place) if Joe used 1800 kwh.

Determine Joe’s bill for Now (when the full market price has to be paid) if Joe uses 1800 kwh.

b) How much did this bill increase at first? (Find the difference of “then” and “before” for this usage of 1800 kwh.)

c) What percent did this bill increase from  “before” to “then”? Don’t forget to convert your answer to a percentage, round the answer to the closest percent. [You can find “percent increase” examples on page 105 in your book.]

d) How much would this bill have increased without the deferment? (Find the difference of “now” and “before” for this usage of 1800 kwh.) 

e) Continue this thought and find what percent this bill was scheduled to increase from  “before” to “now” without the deferment? Don’t forget to convert your answer to a percentage, round the answer to the closest percent.

f) So the difference between “now” and “then” is the deferred amount that is collected eventually, but not right away. Find the deferred amount for Joe’s average usage of 1800 kwh.

g) You just calculated the amount Joe’s bill increased again on average per month when the final increase has taken place. Based on this monthly amount, how much more does he have to pay in one entire year?
*****************************************************************************************Legislation ruled that this deferred payment amount will have to be paid back over the next 10 years by adding small increments to each customer’s monthly bill. This is already a done deal and all BG&E (Baltimore Gas and Electric) customers will have to pay this surcharge to their bill over the next 10 years (starting next January). 

h) Consider what will happen if Joe, who lives in the BG&E area, decides to move out of this area. A new owner or tenant will move into Joe's house.  This person will have to pay for Joe's deferred payment over the remaining period of the ten years.  NOT JOE. Explain what you think about this fact. (Note: This is information taken from the most current agreement between the government and BG&E, so please discuss it seriously, since it is going to affect people in your neighborhood.)

i) Joe’s elderly neighbor, Bertha, is living on a fixed income. This means that she has a certain amount in monthly pension and Social Security payments that is not going up as her financial responsibilities do. Explain how Bertha may be affected by the current and future rate increase in her electric bill. (Her son says it’s “heat or eat” for the old lady.)

j) What can Joe and Bertha do to use less electricity? Turning off lights, appliances, and electronics that are not in use, is one good example. Think of at least two more good suggestions for Joe and Bertha to significantly lower their monthly electric bills.

******************************************************************************************
Did you know???
· That one KiloWattHour (kwh) is the amount of electricity needed to power ten 100-watt light bulbs for one hour?  (You do not have to comment on this.)

· One more piece of information. (You do not have to comment on this.)

The rate caps mentioned in this project that freeze the price are established for a reason: 

It furthers deregulation by encouraging a competitive market and giving this market time to develop. This works against a monopoly in a certain sector, here electricity, in which one company would hold the market and could dictate prices. Maryland adopted the deregulation plan to offer customers choices in electricity suppliers, based on the idea that competition will lower prices over time. Some people are now worried that this will not happen. They ask for the legislature to step in and regulate the market again.  In Fall 2007, only 3% of Maryland residents had an Energy supplier other than BG&E, or one of the other large power companies. Many don’t have a choice due to the location of their home.  Governor O’Malley has influence on this issue; however, rising electric bills seem to have taken the back burner politically.
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