COMMONWEALTH OF PENNSYLVANIA
November 13, 2023

The Honorable F. Joseph Brady
Administrative Law Judge

Pennsylvania Public Utility Commission
801 Market St, Suite 4063

Philadelphia, PA 19107

Re: Petition of Philadelphia Gas Works for Approval of Demand Side Management Plan
for FY 2024-2026 Philadelphia Gas Works Universal Service And Energy
Conservation Plan For 2014-2016, 52 Pa. Code § 62.4 - Request for Waivers / Docket
No. P-2014-2459362

Dear Judge Brady:

Enclosed please find the Direct Testimony and Exhibits of Angela Vitulli, labelled OSBA
Statement No. 1, on behalf of the Office of Small Business Advocate (“OSBA”), in the above-
captioned proceeding.

As evidenced by the enclosed Certificate of Service, all known parties will be served, as
indicated.

If you have any questions, please do not hesitate to contact me.

Sincerely,

/s/ Sharon E. Webb

Sharon E. Webb
Assistant Small Business Advocate
Attorney ID No. 73995

Enclosures
cc: PA PUC Secretary Rosemary Chiavetta (Cover Letter & Certificate of Service only)
Angela Vitulli

Emma Grazier
Parties of Record


http://www.osba.pa.gov/

BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Petition of Philadelphia Gas Works for :

Approval of Demand Side Management Plan for :

FY 2024-2026 :

And : Docket No. P-2014-2459362
Philadelphia Gas Works Universal Service

and Energy Conservation Plan for 2014-2016

52 Pa. Code §62.4 — Request for Waivers

CERTIFICATE OF SERVICE

I hereby certify that true and correct copies of the foregoing have been served via email (unless
other noted below) upon the following persons, in accordance with the requirements of 52 Pa. Code §
1.54 (relating to service by a participant).

The Honorable F. Joseph Brady
Administrative Law Judge

Pennsylvania Public Utility Commission
801 Market St, Suite 4063

Philadelphia, PA 19107

fbrad a.gov

pmeneal@pa.gov

sdelvillar@pa.gov

Gina Miller, Esquire

Darryl A. Lawrence, Esquire
Office of Consumer Advocate
555 Walnut Street, 5th Floor
Harrisburg, PA 17101
lantinucci(@paoca.org
dlawrence(@paoca.org
(Counsel for OCA)

Carrie B. Wright, Esquire

Bureau of Investigation & Enforcement
400 North Street

Commonwealth Keystone Building
Harrisburg, PA 17120
carwright@pa.gov

(Counsel for BIE)

Karen O. Moury, Esquire

Lauren M. Burge, Esquire

Eckert Seamans Cherin & Mellott, LLC
US Steel Tower

600 Grant Street, 44" Floor

Pittsburgh, PA 15219
kmoury@eckertseamans.com
Iburge(@eckertseamans.com

John W. Sweet, Esquire
Elizabeth R. Marx, Esquire

Ria M. Pereira, Esquire

Lauren N. Berman, Esquire
Pennsylvania Utility Law Project
117 Locust Street

Harrisburg, PA 17120
emarxpulp@palegalaid.net
pulp@palegalaid.net

Charis Mincavage, Esquire
Adeoulu A. Bakare, Esquire
McNees Wallace & Nurick LLC
100 Pine Street, PO Box 1166
Harrisburg, PA 17108-1166
cmincavage@mwn.com
abakare(@mwn.com



mailto:fbrady@pa.gov
mailto:pmcneal@pa.gov
mailto:lantinucci@paoca.org
mailto:carwright@pa.gov
mailto:kmoury@eckertseamans.com
mailto:lburge@eckertseamans.com
mailto:emarxpulp@palegalaid.net
mailto:pulp@palegalaid.net
mailto:cmincavage@mwn.com
mailto:abakare@mwn.com

Joseph Otis Minnot, Esquire
Ernest Logan Welde, Esquire
Clean Air Council

1355 South 19* St, Suite 300
Philadelphia, PA 19103

Joe minnot(@cleanair.org
Lwelde@cleanair.org

Joline Price, Esquire

Robert W. Ballenger, Esquire
Daniela Rakhlins Powsner, Esquire
Community Legal Services, Inc.
1424 Chestnut Street

Philadelphia, PA 19102
jprice(@clsphila.org
rballenger@clsphila.org
drp@clsphila.org

DATE: November 13, 2023

/s/ Sharon E. Webb

Sharon E. Webb
Assistant Small Business Advocate
Attorney ID No. 73995
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	DIRECT TESTIMONY OF ANGELA J. VITULLI
	1. INTRODUCTION AND OVERVIEW
	Q.  Ms. Vitulli, please state your name and briefly describe your qualifications.
	A. My name is Angela Vitulli and I’m a Principal at Industrial Economics, Incorporated (“IEc”), a consulting firm located at 2067 Massachusetts Avenue, Cambridge, MA 02140. I am appearing in this proceeding on behalf of the Pennsylvania Office of Smal...
	I have over fifteen years of experience in energy efficiency and clean energy program design and evaluation. In addition to evaluating traditional demand side management (“DSM”) portfolios, I specialize in designing and evaluating technology demonstr...
	I recently testified as an expert witness on behalf of OSBA in the Columbia Gas Works Green Path Rider case. I have previously served as a DSM program design expert witness for the Public Intervenor of the Province of New Brunswick. I currently serve...
	I also provide greenhouse gas (“GHG”) strategy and management services to several private sector clients. This work entails analyzing the cost-effectiveness of energy efficiency, fuel switching, and green power and fuel options, to develop and implem...
	I obtained a B.A. degree in Tulane University in Political Science in 1996, Phi Beta Kappa, and an M.A. degree Urban and Environmental Policy in 1999, with a concentration in economics. My resume is contained in the Exhibit IEc-1.
	Q. Have you previously testified before the Commission?
	A. Yes, I testified on behalf of OSBA in the recent Columbia Gas Green Path Rider matter.
	Q. What is the purpose of this testimony?
	A. I was retained by the OSBA to review the Demand-Side Management Plan for FY 2024-2026 (“DSM Plan”) proposed by the Philadelphia Gas Works (“PGW”), and to evaluate whether the PGW’s program design is consistent with sound regulatory and economic pri...
	Q.  Summarize your current conclusions and recommendations.
	A. The Commission should reject aspects of the proposed DSM Plan, for reasons that are detailed in this testimony. The Commission should also consider enhanced oversight of implementation to ensure that small business programs are being implemented as...
	 The Commission should reject the proposed rebates for natural gas heat pumps. Natural gas heat pumps are not a proven technology; they have not been widely demonstrated to be efficient and cost effective. Although the market for electric heat pumps ...
	 The Commission should reject the proposed rebates for natural gas boilers and furnaces for new commercial construction. There is a clear trend towards all-electric construction of new commercial buildings. The model energy code for commercial buildi...
	 The Commission should cap administrative spending. PGW’s DSM programs exhibit a history of high administrative spending and low program uptake, with no clear explanation for these discrepancies. The Commission should consider imposing a cap on total...
	 The Commission should mandate that PGW provide specific reporting on plan implementation, including small business participation in the Small Business Assessments (“SBA”) and Commercial Equipment Rebates (“CER”) programs with respect to number of pa...
	Q. How is your testimony organized?
	A. My testimony is organized in three parts:
	2. DSM PLAN PROGRAM PROPOSAL AND DESIGN
	Q. Describe the current policy environment facing natural gas utilities in the US.
	A. The future of natural gas as a fuel to heat residential and commercial buildings is highly uncertain. Climate legislation and decarbonization policies already adopted by several large states are a fundamental risk to the gas utility business model,...
	The world’s largest institutional investor, BlackRock, Inc., has communicated its expectations to utilities that they must have clear energy transition plans and clear business models for operating in a low-carbon future scenario.2F  As markets for g...
	Q.  Provide an overview of PGW’s DSM program design, and in particular, the components that serve small businesses.
	A. PGW’s Demand Side Management (DSM) program, marketed as EnergySense, is a portfolio of conservation programs ostensibly designed to achieve three broad goals:
	  Reduce customer bills;
	 Maximize customer value; and,
	 Help the Commonwealth and the City of Philadelphia reduce greenhouse gas emissions and reduce PGW’s overall carbon footprint.5F
	PGW’s current DSM Plan (FY 2021-2023) includes rebate programs for residential and commercial equipment, grant programs for residential construction, and two online smart thermostat marketplaces. The proposed DSM Plan (FY 2025-2029) builds on the cur...
	The two programs in PGW’s proposed DSM portfolio that serve small businesses are the Commercial Equipment Rebates (“CER”) program and the new Small Business Assessments (“SBA”) program. The CER program issues prescriptive rebates on premium efficienc...
	3. DSM COSTS AND BENEFITS
	Q. Is the proposed DSM Plan cost-effective?
	A.  Yes, the projected TRC benefit cost ratio (BCR) for the proposed DSM Plan indicates it is cost-effective. The portfolio total BCR is projected to increase from 2.14 in the Current DSM Plan to 2.35 in the Proposed DSM Plan. Most program-specific BC...
	Table 1: PGW DSM Program Projected and Actual TRC Benefit Cost Ratios6F
	Q. How could participating small business customers benefit from the DSM Plan?
	A. The DSM Plan’s new Small Business Assessments (SBA) program is specifically geared towards PGW’s small business customers. The SBA program will provide interested small businesses with free walkthrough energy assessments and a limited number of no-...
	During the free energy assessment, PGW-contracted technicians will identify energy savings opportunities and perform free and low-cost energy efficiency improvements, including installation of faucet aerators, pipe insulation, building control settin...
	PGW also intends to direct SBA program participants towards the Commercial Equipment Rebates (“CER”) program. The CER program offers businesses rebates to offset the incremental cost of a selection of high-efficiency commercial equipment, including c...
	Q.  Are you confident that the proposed plan will yield the benefits that PGW predicts?
	A. Based on PGW’s prior performance, I am not confident that the proposed plan will yield the benefits that PGW predicts. The actual present values of net benefits under the current plan, as reported in the FY 21 and 22 annual reports, are mere fracti...
	PGW has indicated that it is making changes to marketing. PGW has decreased its marketing budget by $120,000 per year by consolidating marketing activities through a single vendor, and it indicates that it is reprogramming those funds to be used by ...
	It is possible that these changes will be successful in recruiting program participants, and that some of the FY 2021 and 2022 challenges were due to COVID, but PGW’s track record of vastly lower-than-expected participation calls into question its ex...
	Table 2: DSM Program Projected and Actual Present Value of Net Benefits ($millions)13F
	Q. What is PGW’s track record in serving small businesses with its DSM plan?
	A. PGW has a weak track record in serving small businesses with its DSM plan. The FY 2022 annual report indicates that seven small businesses participated in the CER program that fiscal year, 15.5% of total program participation.14F  Although PGW did ...
	Q.  How does PGW forecast participation in their DSM programs (or in the SBA program, specifically)?
	PGW does not provide specific rationale for how it projects program participation. In the case of the SBA program, projected participation is simply a function of total budget divided by expected cost per incentive: the 30 projected participants are ...
	It does not appear that PGW conducts or references market research to inform how many small businesses might reasonably be expected to participate in the SBA program. It also appears that PGW does not factor its own internal capacity, consultant capa...
	Q. Are you confident that PGW’s marketing plan will effectively yield their expected participation? Why or why not?
	A.  PGW’s proposed marketing budget has decreased from $360,000 per year in the current plan to $240,000 per year in the proposed plan.19F  In direct testimony, PGW indicated that this reduction was due to consolidation of marketing activities through...
	In terms of marketing for the SBA program, specifically, PGW has stated that it will “perform targeted marketing to small business customers” and will also leverage its relationships with neighborhood organizations and the Philadelphia Mayor’s Office...
	Q. Are the administrative costs of the proposed plan reasonable and fully explained?
	A.  No, the administrative costs in the proposed plan represent a significantly larger proportion of portfolio costs than in the current plan, and these costs are neither reasonable nor fully explained. When considering changes in program costs from p...
	In direct testimony, Denise Adamucci states, “While PGW has worked to simplify several of the rebate programs to reduce administrative costs, several of the programs that were added in Phase III and new programs proposed in Phase IV inherently have h...
	Finally, PGW references a difference in relative inflation rates for goods versus services as an explanation for the increased ratio.29F  At the start of 2023, the ratio of services inflation to goods inflation was 0.85, nearly one-to-one, indicating...
	While programs will require a base amount of spending on administration regardless of participation numbers, PGW has a history of notably high administrative spending combined with low program uptake. In FY 2021, PGW spent 67% of its administration b...
	4, PROGRAM DESIGN CONCERNS
	Q. Are natural gas VRF heat pumps a proven technology widely demonstrated to be efficient and cost effective?
	The results from the limited number of existing case studies indicate that gas heat pumps offer lower energy and life-cycle costs compared to traditional HVAC systems and may also have a slight efficiency and cost advantage compared to electric heat ...
	Q. Is it typical for utility energy conservation programs to incentivize small businesses to invest in emerging technologies?
	A. No. DSM programs are “deployment” programs; deployment programs are designed to achieve widespread market adoption of proven energy efficiency and clean energy technologies. Typically, emerging technologies are relegated to testing in the context o...
	IEc conducted research on gas utilities to understand the frequency of incentivizing gas heat pumps. I reviewed websites for 30 U.S. gas utilities, but found only two that offer targeted incentives for these products: Chattanooga Gas and Atlanta Gas ...
	Table 3: U.S. Gas Utilities that Do Not Provide Incentives for Gas HPs
	It is possible that gas heat pumps are appropriate in some small business contexts, but the technology is so new to the market that sufficient evidence does not yet exist to support this claim. As described in the previous question, an extensive sear...
	PGW provided two case studies on gas heat pump installation as responses to OSBA interrogatories. The first study involved a large commercial building with many small business tenants. In this case, the building management company undertook the finan...
	Q. Are there sufficient contractor resources in the Philadelphia area capable of installing and maintaining natural gas heat pumps?
	A. No, based on a web search, there appear to be no HVAC companies in the Philadelphia area that advertise specific expertise with the installation and maintenance of gas heat pumps.47F  In response to an OSBA interrogatory, PGW indicated that it was ...
	Q.  Is it appropriate for PGW to continue to give rebates for natural gas boilers and furnaces for new construction?
	A. In my opinion, no. The useful life of HVAC systems is around 15 or 20 years. By subsidizing gas heating equipment in new construction, PGW is encouraging lock-in to gas heating. In 15 or 20 years, it is unlikely that gas will be the dominant, or th...
	Given the clear national policy and building code trajectory towards all-electric new construction, along with the City of Philadelphia’s own carbon neutrality goals, subsidizing gas heating in new construction is not appropriate. Heating commercial b...

