BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Petition of PPL Electric Utilitics :
Corporation for Approval of an Energy :  Docket No. M-2009-2093216

Efficiency and Conscrvation Plan

Petition of PPL Electric Utilities Corporation for Approval of an
Encrgy Efficiency and Conservation Plan

Pursuant to Act 129 of 2008 (“Act 1297}, P.L. 1592, 66 Pa. C.S, §§ 2800.1 and 2806.2,
PPL Electric Utilities Corporation (“PPL Electric” or the “Company™) hereby ﬁles this Petition
seeking approval of an Energy Efficiency and Conservation Plan (“EE&C Plan’™ or “Plan™). This
filing is being made pursuant to the Jmplementation Order of the Pennsylvania Public Utility
Commission (the “Commission”™) issued in Docket No. M-2008-2069887.! The EE&C Plan
includes a broad portfolio of energy efficiency programs, conservation practices and peak load
reductions, renewable technclogies, and energy education initiatives. These integrated programs
are designed to meet the goals established by Scctions 2806.1 and 2806.2 of Act 129. For the
reasons set forth below, PPL Elcctric respoctiully requests that the Commission approve the

EE&C Plan as described herein and the appended attachments.

L INTRODUCTION

1. PPL Clectric provides electric distribution, transmission and provider of last resort
services to approximately 1.4 million customers in a certificated service territory that spans

approximately 10,000 square miles in all or portions of 29 counties in eastern and central

! Energy Efficiency and Conservation Program Implemeniation OQrder, Docket No, M—2008—206988?, entered on
January 16, 2009 (“Implementation Order”), Reconsideration Order entered May 2, 2009,
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Penmsylvania. PPL Electric is a “public utility” and an “electric distribution company” as those
terms are defined under the Public Utility Code, 66 Pa. C.8. §8 102 and 2803.
2. PPL Electric’s attorneys are:

Paul L. Russell (1.DD. #21643)
Associate General Counsel .
PPL Services Corporation

Two North Ninth Street
Allentown, PA 18101

Voice: 610-774-4254

Fax: 610-774-6726

E-mail: perussell@pplweb.com

David B. MacGregor (1.D. #28804)
Post & Scheil, P.C.

Four Penn Center

1600 John F. Kennedy Boulevard
Philadclphia, PA 19103-2808

Voice: 215-587-1197

Fax: 215-320-4879

H-mail: dmacgregor@postschell,com

Andrew S. Tubbs (ID #80310)

Post & Schell, P.C.

17 North Second Sireet

12th Floor

Harrishurg, PA 17101-1601

Voice: 717.612-6057

Fax: 717-731-1985

E-mail; atubbs(@postschell.com
PPL Electric's altorneys are authorized to receive all notices and communications regarding this
Petition.

3. Prior to the enactment of Act 129, PPL Eleciric implemented several programs to

promote energy efficiency, encourage conscrvation and make customers more aware of their
electricity use and options. For cxample, the Company has offered tebates ta help customers

offset the cost of home enerygy audits; provided a 20 percent discount for customer purchases of

encrgy cfficient products on-line; offered a program that helps small businesses upgrade to
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energy efficient lighting under which the Company pays 20 percent of the cost, up to $2,000;
offered up to $10,000 in grants to encourage coustruction of buildings that mcet the Leadership
in Energy and Environmental Design (“LEED™) standards; conducted a demonstration program
with Lutron Elcctronics of Lehigh County and more than 50 school districts to improve lighting
elliciency in classrooms and gymnasiums; sponsored an energy-efficiency school program that
reached more than 6,000 students in grades S to 7, and distributed more than 160,000 compact
fluorescent light bulbs to its customers in 2007 and 2008,

4, Governor Edward Rendcll signed Act 129 into law on October 13, 2008, and it
became effcctive on November 14, 2008, Act 129, inter alia, created an energy efficiency and
conscrvation program. This program requires each electric distribution company (“EDC”) with
at least 100,000 customers to adopt a plan, approved bv the Commission, to rcduce ils
customers’ electric consumption by at least one percent (1%) of expected consumplion for June
1, 2009 through May 31, 2010, adjusted for weather and extraordinary loads. This one percent
{(1%) reduction is to be accomplished by May 31, 2011. By May 31, 2013, customers’ total
annual weather normalized consumption is to be reduced by a minimum of three percent (3%).
Also, by May 31, 2013, customers’ peak demand is to be reduced by a minimum of four and a
half percent (4.5%) of the EDC’s annual system peak demand in the 100 hours of highest
demand, measured against the EDC’s peak demand during the period of June 1, 2007 through
May 31, 2008. By November 30, 2013, the Comimission will assess the cost~eﬂ'ectiveness of the
pragram and cstablish addilional incremental reductions in electric consumption and peak

demand if the benelits of the program exceed its costs.
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5. In order to fulfill its obligations under Act 129, the Commission issued several
orders and Secrelarial Lelters. Of particular importance is the Implementation Qrder, which
established the standards that each Plan must meet and provided guidancc on the procedures to
be followed for submittal, review and approval of all aspccts of cach EDC’s Plan under Act 129,
Also, the Commission established a template for EE&C Plans by Secretarial Letter dated May 7,
2009 at Docket No. M-2008-2069887.

6. For the reasons that follow, PPL Ilectric respectfully requests that the

Commission approve its proposed CE&C Plan.

11, LEGAL REQUIREMENTS

7. The required elements of an EDC’s Plan are set forth in Sections 2806.1 and
2806.2 of thc Public Utility Code, 66 Pa. C.S. §§2806.1 and 2806.2, as well | as the
Commission’s Implementation Order. The Implementation Order provides, in pertinent part, that
aﬁ EDC’s filing for Commission approval of an EE&C Plan must provide information regarding

the following:

a. A dctailed plan addressing each of the requirements in 66 Pa.C.S.

§ 2806. H{bX1)(i);
b. Sufficient supporting documentation and/or verified statements or testimony;

¢. Approved contract(s) with one or more conservation service providers
(“CSPs™);

d. Description of the work and measures being performed by CSPs and by the
EDC along with a justification for the allocation;

€. A budget showing total planned expenditures by program and customer c¢lass;
L A Section 1307 cost recovery mechanism;

g. The Commission approved consumption forecast for the period of June I,
2009 through May 31, 2010,

h. A weather adjustment calculation;
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1. The Commission-approved average of the EDC’s 100 highest peak hours
during the period of June 1, 2007 through Scptember 30, 2007; and

3. A description of the ED(C’s method for monitoring and verifving plan results.
See Implementation Order, at pp. 10-12.

In addition, consistenl with the Act’s requirements, the EDC’s Plan must: (1) assign and
allocate the costs associated with the EE&C measures to the same customer class that will
receive the direct energy and conservation benefits from these measures (66 Pa. C.S.
§ 2806.1(a)(11)); (2) provide that a minimum of ten percent (10%) of all consumption rcduction
requirements will come from wunits of fcderal, statc and local governments, including
municipalitics, school districts, institutions of higher education and non-profit entities (66 Pa.
C.S, § 2806.L(b)(1)(1)(B)); and (3) contain specific measures for households at or below one

hundred ity percent (150%) of the federal poverty income guidelines. (66 Pa. C.S.

§ 2806.1(b)1)(1}G)).

IIT. PPL ELECTRIC’S PROPOSED EE&C PLAN

A. OVERVIEW OF THIE EE&C PLAN

8. The EE&C Plan, as more fully described below and in Exhibit 1, includes a broad
portfolio of energy efficiency, conservation practices and peak load reductions, and energy
education initiatives. PPL TElectric’s portfolio of programs is designed fo provide customer
benefits and to meet the energy saving and peak load reduction goals sct forth in Act 129, The
Plan includes a range of energy efficiency and demand responsc programs that include every
customer segment in PPL Electric’s service territory. These programs arce the key components of
a comprehensive electric energy efficiency initiative designed {o achieve the reguired 1,146,000

MWh of reduced energy consumption and 297 MW of peak demand reductions.
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9. PPL Electric’s EE&C Plan is attached hereto and marked as “Exhibit 1.” The
propused Plan addresses each of the requirements in 66 Pa.C.S. § 2806.1(b)(1)}i), as well as the
filing requirements contained in the Commission’s Implementation Order, and follow the
template provided in the May 7,.2009 Secretanal Letter at Docket No. M-2008-2069887. The
Plan is divided into the Iollowing nine sections: (1) Overview of Plan; (2) Energy-Efficiency
Portlolio/Program Summary Tables and Charts; (3) Program Descriptions; (4) Program
Management and Implementation Strategies; (5) Reporting and Tracking Systems; (6) Quality
Assurance and Evaluation, Measurement and Verification; (7) Cost-Rccovery Mechanism; (8)
Cost-Effectiveness; and (9) Plan Compliance Information and Other Key Issues.

10, | In support of the proposcd Plan, attached .and marked as indicated are the
following [our (4) slalements of Direct Testimony:

a. Statement No. 1 - The Direct Testimony of Peter D. Cleff, Manager — Encrgy
Efficiency Program, addressing the ohjectives, philosophy and process PPL
Electric applied in preparing the EE&C Plan;

b. Statement No. 2 - The Direct Testimony of Dr. M. Hossein Haerd, Principal,
The Cadmus Group, addressing the Company’s performance requirements;
how the Plan was devcloped; how the Plan will meet identified performance
requirements; and how the Plan complies with Act 129 and the Commission’s

Impicementation Order;

¢. Statement No. 3 - The Dircet Testimony of Douglas A. Krall, Manager -
Regulatory Strategy, addressing the time of use programs PPL Elecctric is
proposing in its EE&C Plan; and

d. Statcment No. 4 - The Direct Testimony of Joseph M. Kleha, Manager -
Regulatory Compliance and Rates, addressing cost deveclopment, cosl
allocation and cost recovery issues. '
11.  Included as Appendix F to the Plan is the proposed pro forma tariff for the Act
129 Compliance Rider, which is designed o fully recover all applicable CE&C-related costs.

The Act 129 Compliance Rider is fully reconcilable and will he applied on a non-bypassablc
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basis to charges for clectricity supplied to customers who receive distribution service from the

Company.
B. PLAN DEVELOPMENT PROCESS

12. At the outset, PPL Electric realized that developing a complete EE&C Plan would
require sophisticated expertise and & significant commitment of resources. Tor this reason, the
Company assigned a full-time project manager and created an in-house team with representatives
from all affected arcas of the Company. In addition, PPL Electric, after extensive research and a
compctitive bid procurement process, retained the Cadmus Group, a nationally rccognized
environmental and energy consulting firm, to assist in the development and preparation of the
Plan. The Cadmus Inergy Services Group provides evaluation scrvices of energy efficiency and
demand response programs to clients a.cross North America. Cadmus has performed a large
number of comprehensive studics of domand-side management opportunities. Tts demand-side
management planning and assessment services use state-of-the-art techniques and advanced
software tools expressly designed for analysis and forecasting of cncrgy-efﬁciéncy and demand-
response options.

13, The requirements of Act 129 formed the basis for development of the Plan. The
first step in the proccss was to carelully review Act 129 to determine the broad requirements,
energy savings and peak load reduction targets, and allowable annual expenditurcs for PPL
Elcctric. The Company used energy consumption forecasts (and associated reduction largets)
and average historical peak loads (and associated reduction targets) approved by the Commission
to determine the specific level of load and peak demand reductions. Actual total annual revenue
for the twelve months ended December 31, 2006 was used to delermine the two percent (2%)

expenditure cap established by Act 129,
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14.  These targets established the parameters for constructing a portfolio of programs
targeting different customer classes. Program concepts were developed for cach sector based on
a revicw of best program practices and the lessons learned in evaluations of utility-sponsored or
publicly-funded energy efficiency programs. The pro.gII'ams were formulated in a manner to
satis{y the equity requirements of Act 129 by ensuring that program options would be available
to all customer classes and market segments. The process for development of the plan consisted
of four basic elements: (1) establishing a set of guiding principles; (2) asscssing energy
efficiency and conservation resource potentials; (3) developing the portfolio; and-(4) providing
broad opportunitics for stakcholders lo participate and contribute to the development of the Plan,

15, Throughout the preparation of this plan, PPL Electric pursued opportunities to
solicit input from and inform stakeholders of the Company’s progress. The Company
maintained communications with a wide range of interested partics, including other investor-
owned utilities, consumcr advocates, environmental advocates, non-utility parties, governmental
and non-governmental organizations, potential trade allies and CSPs. A detailed description of
the stakeholder process 1s contained in Section 1.2.1.5 of the EE&C Plan.

16.  To the extent feasible, the Company has sought to incorporate stakcholders’
points of view in its final Plan. Stakeholder participation resulted in the development of a more
creative and more robust portfolio. PPL Electric anticipates that this collaborative process will
increase the likelihaod of success in implementing the portfolio. Although it was not possible to
includc cvery recommendation received through the stakeholder process, the Company
endeavored 1o address stakeholder concerns where practicable. Moreover, this stakeholder

process should assist the parties’ and the Commission’s review of the Plan and scrve to expedite
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approval of the Plan, thereby allowing more time to prepare for implementation and expanding
(he opportunities for consumer savings.

17. PPL Electric plans fo continue to solicit formal and informal input from
stakeholders periodically throughout the Plan implementation period in order to further improve
programs and customer participation.

C. DESCRIPTION OF THE EE&C PLAN

18.  PPL Electric’s primary objective is to deliver a partfolio of cost cffcctive
programs that will meet customers® needs, fulfill the Company’s Plan objcetives, as defined in
Section 1.1.2 of the EE&C Plan, and achieve the results required by Act 129,

19, PPL Electric’s poi"tfolio reflects a strategic approach that is targeted, yet flexible
enough to adjust and expand, as warranted, 1o meet changing market conditions and progress
toward Plan goals. Further, the portfolio offered by PPL Electric focuses on depth and
sustainability of savings by offering customers a logical continnum of actions coupled with
increasingly valuable incentives for cost-effective cfficiency strategies. It will allow customers
to make use of existing technical analyses, focus on organizational priotities, and employ a
phased implementation approach. The portfolio builds on customer, trade ally, and stakeholder
relationships through training, education, hardware, marketing strategies, and customer support.
PPL Fleciric’s proposed portfolio will capitalize on energy efficiency initiatives advanced by
other organizations in the state, as well as PPI. Electric’s existing programs, market knowledge,
and community presence to efficiently meet program goals and target market sectors. Further, it
will support the local economy by recucing customer cnergy costs, utilizing local labor whenever
practical and by promoting the adoption and usc of high quality cquipment.

20. The proposcd Plan, as noted above, describes a comprehensive portfolio of enerpy
efficiency, conservation praclices and peak load reductions, renewable technologies and encrgy
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education initiatives. Specifically, the propused portfolio consists of the following fourteen (14)
programs:

Efficient Equipment Incentive Program

| %

Residential Energy Assessment & Weatherization

tad

Compact Filuorescent Lighling Campaign
Appliance Recycling Program

ENERGY STAR® New Homes Program
Renewable Energy Program

Dircet Load Control Program

Time of Use Rates

© % o w s

LEnergy-efficiency Behavior & Education
. Low-income WRAP

. Low-incomc E-Power Wise

L S S R —
[ T

. Commercial and Industrial Custom Incentive Program
. HVAC Tune-Up Program

. Load Curtailment Program

—_
Ja a

All of the Company’s programs are voluntary and, subject to the budget limitations for each
program, a customcr can clect lo participate in any program for which he or she is eligible.

21. A full description of each of the fourteen programs is set forth in Scetion 3 of the
EE&C Dlan. These programs include a range of energy-cfficicncy and demand response
programs targeted to every customer segment in PPL Electric’s service territory. In compliance
with th.e Secretarial Letter dated May 7, 2009 at Docket No. M-2008-2069887, PPL Electric has
differentiated its programs according to the customer classes defined in the EE&C Plan template.
EE&C Plan § 3.1.2. PPL Electric defines residential customers as those customers served under
Rate Schedules RS, RTS and RTD. PPL Clectric defines large commercial and industrial
customers as those customers served at primary and trm}_smission voltage levels (Rate Schedules

LP-4, LP-5, LP-6, IS-T, LPEP, ISA, PR-1, and PR-2). Small commercial and industrial
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customers include all non-residential accounts served at secondary vollage levels (.., any Rate
Schedule that is not “large cotnmercial and industrial” and not “residential™). Iowever, PPL
Electric’s programs are defined according to delivery strategies, the nature of customers’
businesses, types of facilities, and types of energy-using equipment, rather than by the PPL
Electric rate schedule for that customer. In other words, where programs offer customer benefits
across multiple classes, and where similar implementation, marketing, and administrative
stratcgics may be utilized (o caplure tunctional efficiencies, those programs will be offered to all
appropriate customer classes. Ilowever, PPL Electric will document, track and report on its
program results and progress toward goals by the customer classes identified in its Plan.

22.  These programs are designed to meet the goals established by Scctions 2806.1
and 2806.2 of Act 129, as interpreted by the Commission in the hnplementation Order. See
Implementation Order, p. 2. These programs are designed as a portfolio of options which, once
implemented, will offer PPL Llectric’s customers a wide-ranging set of programmatic choices,
incentive options, and information and educational opportunities.

23.  PPL Electric’s portfolio of programs is designed to provide customer bencfits and
to meet the energy saving and peak load rcduction goals sct lorth in Act 129 within the
designated cxpenditure cap of two percent (2%) of 2006 annual revenues for each vear of the
four-year plan, which equates to approximately $246 million. See EE&C Plan §§ 1.1.2, 3.1.1.1.
Specifically, PPL Electric’s Plan includes measures and programs to achieve PPL Electric’s
calculated electricity consumﬁtion and peak load reduction targets of:

a. 1% energy savings by 2011, which is 382,000 MWh or 44 average MW,

b. 3% energy savings by 2013, which is 1,146,000 MWh or 132 average MW,
and

c.  4.5% peak load reduction by 2013, which 1s 297 MW.
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24, PPL Elcetric calculales that approximately six percent (6%5) of its total load comes
from low-income cusiomers and, therefore, has designed its Act 129 programs to achieve
approximately six percent (6%) of its energy consumption and pcak load reductions from the
low-income sector. EE&C Plan § 9.1.3.  Additional multi-sector programs, including both
efficiency and demand reduction programs, are available and will be promoted to low-income
customers and will produce energy and demand savings in that sector. To meet the energy and
dcmand reduction set aside for the low-income sector, PPL Electric will leverage its cxisting
delivery infrastructure, implement new grassroots social marketing cfforts targeted (o low-
income communities and commuuity groups, reach out to ncw low-inceme market partners to
develop and implement co-marketing stratcgics, and cxpand its low-income WRAP program to
reach new custemers and incrcasce measure installation.

25. PPL Eleciric’s proposed Plan includes programs to achieve ten percent (10%) of
total Plan reductions from institutional facilities, such as local governments, school districts,
colleges, and nonprofit organizations. EE&C Plan § 9.1.2. It also offers at least one energy
efficiency and one demand response program to every éustomer class. Further, it seeks to
leverage cconomics of scale and other efficiencies by offering programs across multiple
customcr seclors as appropriate.

26.  The proposed. Plan includes procedures to measure, evaluate, and verily
performance of the programs and the Plan as a whole, It also outlines a process for annual,
independent evaluation of the results and the cost-cffectivencss of the Plan using the Standards
for the Participation of Demand Side Management Resources—Technical Reference Manual at

Docket No, M-00051865 (“TRM™), wherever applicable. See CE&C Plan § 3.1.2.
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27. PPL Elcctric’s proposed Plan is cost-effective, based on a Total Resource Cost
Test (“TRC”} critcrion, and alldcatcs the cost of mcasurcs to the samc customer class that
receives the benefit of those measures. | EE&C Plan § 8. TFurther, as discussed below, PPL
Electric proposes a reconcilable mechanism for recovery of all applicable costs.

28. PPL Electric’s programs are designed to provide a cohesive structure intended to
support residential (including low-income), commercial and indusirial, and government and non-
profit sector customers through a logical continuum of ¢nergy efficiency actions, starting with
facility review and analysis and ending with implementation, verification, and evaluation.
ER&C Plan § 3.1.1.1. Marketing and education functions, éustomer care and quality assurance,
program tracking, and evaluation, monitoring, and verification will be common features of all
programs. The entire Plan is supported by financial incentives and a delivery approach focused
on providing customcrs with the support th'cy nced to achicve their encrgy efficiency objcctives.
Implementation activities range from simple, common energy efficiency and demand response
measures that can be installed with minimal oversight or administrative burdens to more
complex measures that are vetted through a technical analysis and may (but are not required to)
be part of a facility-widce cnergy management stratcgy.,

D. CONSIDERING THE ROLE OF UNCERTAINTY IN TIIE EE&C PLAN

29, As fully discusscd in Scction 1.2.1.4, of the EE&C Plan, it strives to exceed the
reduction largels by approximateljf ten percent (10%) o provide a reasonable margin for
uncertainty. However, PPL Electric notes that there are several uncertainties associated with its
ability to achieve these targets within the constraints of the Act’s requirements. The major
uncertainties fall into the following categories: (1) the state of the economy and customer
willingness and ability to implement energy-efficiency measures; (2) the limited time to develop

the infrastructure to promptly implement programs in time to meet the reduction targets by the
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required dates; (3) the cost and logistics associated with peak load reductlions; and (4) gencral
market uncertainty associated with expected customer participation levels.

30, Although the Plan has been designed to address these uncertainties, the ability to
meet the projected targets ultin;atcly is a function of consumecrs’ ability and willingness to
participate in specific programs. To address the state of the economy and customers’ ability to
make investments in energy efficiency, PPL Electric has included generous incentive levels for
customers and will educate customers about additional funding sources that may be available to
help offset the customer’s investment. Further, PPL RBlectric has designed its programs to rely on
existing market delivery mechanisms to identify and implement energy-efficiency products and
scrvices. In addition, PPL Elcctric regucsts Commission approval to allow retroactive eligibility
for those customers who install, or commil to install, qualifying equipment and scrvices for
applicable programs between July 1, 2009 and Commission approval of the Plan.

31.  To address the ability for PPL. Electric, CSPs and trade ailies to deliver programs
quickly cnough, PPL Electric has begun to develop the infrastructure necessary to have the
systems and proccsscs in place by November 2009, PPL Elcctric also has started to work with
trade allies to assess and expedite, i necessary, the availability of trained and qualificd personncl
to deliver services, especially in the early years of the Plan.

32.  To address the cost and logistics for obtaining peak load reductions during design
of its demand response programs, PPL Electric identified potentially significant uncertainties
associated with the cost, total number of participanis/MWs, total number of hours each
participant is willing to interrupt, and the length of CSP and customer contracts needed to

achieve this peak load reduction farget. PPL Electric expects to obtain additional information on
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thesc issues in August and September 2009 when it receives bids for firm demand response
reductions (Dircet Load Contrel and Load Curtailment Programs).

33. To address the market uncertainty associated with expected customer
participation levels, the proposed portfolio was developed by balancing the competing objectives
of the Plan under multiple constraints imposed by Act 129. To achieve this balance, a large
number of assumptions had to bc made regarding measure performance, measure costs and
market conditions.  Any shorilall in lechnical measure perlormance, unforeseen cosls and
changes in the macro-economic and structural conditions affecting consumers’ willingness to
invest in energy efficient equipment could have an adverse effect on the portfolio’s performance.

34.  PPL Electric will adopt protocols to effectively momitor progress toward meeting
the Plan goals, ta detect problems quickly, and take corrective action, and to continually and
quickly adjust the Plan prospectively over time. However, the proposed Plan’s ability to mect
the projected targets is ultimately a function of consumers’ ability and willingness to participate
in programs.

E. COST RECOVERY MECHANISM AN} FUNDING

35.  Section 2806.1(g) of Act 129 requires that the total cost of any EE&C Plan can
not exceed two percent (2%) of the EDC’s total annual revenues as of December 31, 2006. PPL
Electric’s total annual rcvenucs for calendar vear 2006 were approximatcly $3 billion
($3,075,068,824). Accordingly, the two percenl (2%) cost cap established by Act 129 is
approximately $61.5 million (861,501,376}, In the Implementation Order, the Commission
concluded that this limitation on the “total cost of any plan” should be interpreted as an annual
amounnt, rather than an amount for the full term of the Plan.

36.  Although the two percent (2%) cost cap will be calculated on an annual hasis,
PPL Electric believes that it should be applied on a total EE&C Plan basis. Because the EE&C
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Plans will bc implemented by program year (with cach program year beginning June 1 and
ending May 31), the initial Act 129 program will have a total duration of lour program years.
Multiplying PPL Electric’s annual cost cap of $361.5 million per year by four program vyears
produces a total spending cap for the Company’s EE&C Plan of $246 million. EE&C Plan
$81.7,7.1.

37. PPL Elcctric will spend most of the $246 million to impicment its EE&C Plan.
However, this total cost also will mclude (he costs that PPL Electric incurred fo develop its
[E&C Plan. EE&C Plan §§ 1.7, 7.2. In the Implementation Order, the Commission found that
EDCs should be permitted to recover the incremental cost incurred to design, create, and obtain
Commission approval of a plan. Tn addition, in an order entered on May 28, 2009 at Docket No.
P-2009-2091818, the Commission granted PPL Electric’s request to defer such plan development
cosls on ifs balunce sheel as a regulatory asset. The Company proposes lo amorlize and recover
those deferred costs ratably over the 42-month life of its initial EE&C Plan {i.e., December 1,
2009 through May 31, 2013). The amortization of those costs will be included within the $246
million spending cap. fd

38.  The Company proposcs to separately calculatc the applicable EE&C costs for
gach ol the three major customer classes on its system, 7., (1) residential, (2) small commercial
and industrial, and (3) large commercial and industrial. EE&C Plan §§ 1.7, 7.4. These costs will
vary in each program year of the EE&C Plan. In some program years, they may be greater than
the annual two percent (2%) cost cap; in other program years, they may be less than the cap.

However, over the four program years, the total costs of the EF&C Plan for all customer classes

will not cxcecd $246 million, Id.
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38, Although costs will vary vear-to-year, PPL Eleciric proposes o recover those
costs on a levelized basis. EE&C Plan §§ 1.7, 7.4. Annual budget amounts for each customer
class will be developed on a levelized basis for the four vears of the Company's proposed EE&C

lan, On a total systcm basis, that levelization will cquate to an EE&C Plan budpet in program
year one of approximately $30 million and EE&C Plan budgets in program years lwo through
four of approximately $72 million per year. Id. These budget amounts will be adjusted to
inctude the annual costs that PPL Electric will incur to pay for the statewide Act 129 evaluator.
Section 2800.1(h) of Act 129 provides that the Commission can recover such program
implementation costs from EDCs, and it follows that EDCs can recover those costs from
customers. However, the costs for the statewide Act 129 cvaluator should not be included under
the Company’s two pcreent (2%) cost cap.  In eslablishing thal cost cap, Section 2806.1(g)
specifically characterizes the cap as a limitation on the “total costs of any plan required under
this section.” Because the costs of the statewide Act 129 evaluator are not the costs of PPL
Electric’s EE&C Plan, they are not subject to the limitation sct forth in Scction 2806.1(g).

40,  In addition {o the annval reconciliation, PPL Eleclric proposes lo make “mid-
course” corrections in the cost recovery mechanism, subject to Commission review and approval,
to reflect major changes to any of its LE&C programs. LE&C Plan §§ 1.7, 7.4. Finally, at the
end of the four-year EE&C Plan, the Company will reconcile, subject to Commission review and
approval, total revenue collected to its total expenditures for the four-year EE&C Plan.

41. PPL Electric is not proposing an expiration date for the cost recovery mechanism.
First, the mechanism will be needed to refund any over collection or recover any under collection
existing at the end of the four-year EE&C Plan. EE&C Plan §§ 1.7, 7.4, Second, the Company

may be able to reduce the overall costs of its EE&C Plan by entering into contracts with CSPs
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that extend beyond May 31, 2013. If that approach is approved by the Commission, the cost
rccovery mechanism will be needed to collect the costs incurred during the latter years of thosc
contracis.

K. TMPLEMENTATION SCHEDULE AND STRATEGY

42.  The proposed EE&C Plan includes a four-year implementation schedule. EE&C
Plan § 1.4. The Plan also includes a detailed budget, which includes milestones and anticipated
delivery dates for each program. PPL Electric’s implementation strategy is based on several key
featurcs that the Company has ideatificd as critical to achicving the objcetives of the proposcd
Plan., EE&C Plan § 1.1.3. The first feature is continuous customer support, guidance and follow
up to encourage customers to choose energy efficiency and conservation options and to adopt
energy efficient practices. The second feature is the flexibility to allow customers to use their
own resources and combine incentives from multiple programs or from other sources to create
the best solution for any facility or systern. The third leafure is precision marketing that blends
PPL Electric’s in-house resources with the external expertise of program CSPs and trade allies to
match specific program outreach to the unique needs of various customer classes and markét
segments. The final feature is to engage trade allies, community-based organizations, and other
local market participants through outreach, training, and potential co-inarketing to ensure that
they are aware of PPL Electric’s programs, are able to articulate program featurcs and benefits to
potential customers, and can support customers in their decision to take energy efficiency and
demand reduction actions.

43. PPL Electric’s imjilementation strategy will rely on a broad range of contractors,
partners, trade allies, community agencies, and other entities engaged in energy efficiency to
promote, deliver, and support the effective deployment of the portfolio of programs. EE&C Plan
§ 1.5. PPL. Electric expects to utilize CSPs to deliver services in support of its EE&C programs,
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with some CSPs operating as turnkey program delivery contractors, and others providing specific
program functions across multiple programs.

44, In addition, many of PPL Llectric’s programs will depend on trade allies and
other market partners to engage customers, promote programs, evaluate projects, and install
energy efficient equipment. EE&C Plan § 1.5. The Company’s objective is to find the optimal
balance of costs, customer value, customer choice, quality of scrvice, and energy and capacity

savings, while leveraging contact with customers through the Company’s own staff.

IV. REQUEST FOR SPECIFIC FINDINGS

45,  To the extent necessary, PPL Eléctfic requests that the Commission make the
following specific findings: (1) approval to apf)]y the cost cap on a total EE&C Plan basis and a
waiver from applying the cost cap on a strictly annual basis, As cxplained above, Section
28006.1(g) of Act 129 requires that the total cost of any EE&C Plan can not exceed two percent
(2%) of the EDC’s total annual revenues as of becember_?»'l , 2000. Sée FF&C‘ Plan §§ 1.7, 7.1.
PPL Electric’s two percent (2%) cost cap is approximately $61.5 million. Jfd In the
Implementation Order, the Commission conclude(i that this limitation on the “total cosl of any
plan” should be interpreted as an annval amount, rather than an amount for the full term of the
Plan. PPL Electric has calculated the two percent (2%) cost cap on an annual basis, but requests
permission to apply this amount for the total four-year duration of the EE&C Plan. Specifically,
PPL Elcctric requests permission to wtilize the total spending cap for the Company’s EE&C Plan
ol $246 million ($61.5 million multiplied by four years), rather than being required to comply
with a cap of 861.5 million per year; (2) allow retroactive eligibility for those customers who

install, or commit to install, qualifying equipment and scrvices [or applicable programs between
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July 1, 2009 and Commission approval of the Plan; and (3) allow PPIL. Electric to enter into

contracts with CS8Ps that extend heyond May 31, 2013,

V. PROPOSED SCHEDULE

40, Consistent with the deadlines established m Act 129 and the Implementation

Order, the Company understands that the following schedule will govern this proceeding:

July 1 PPL Electric files Act 129 Plan
July 18 Notice of filing is published in the Pa. Bulletin
July 27 Prchearing Confcrence

July 27-August 7 Period [or Public Input Hearing

August 7 _ Othor parties lile comments to the Plan
Aupgusl 17-18 Evidentiary [Tearings
September 3 Certification of Record

VI. CUSTOMER NOTICE

47.  the Company will provide notice of this [iling as set forth. below. Tirst, PPL
Electric has scrved copics of the {iling on the Pennsylvania Office of Consumer .Advocate,
Pemnsylvania Oifice of Small Business Advocate, and the Commission’s Office of Trial Staff.
Second, the Company will send notice of filing to participants in the stakeholder process
described above. Third, on the date of filing this petition, the Company will issuc a press release
to major newspapers, radio and television stations scrving its scrvice area. Fourth, PPL Electric
will publish a notice describing the EE&C Plan and comment procedures.in major newspapers
serving its service territory. That notice will inlorm customers about this filing, explain where to
obiain copies, and describe certain procedural deadlines. Fifth, the filing will be posted on PPL

Eleclric’s Act 129 web site at www.pplact129.com. Sixth, the Company understands that the
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Commission will publish notice of this filing in the Pennsylvania Bulletin. PPL Electric believes
that these various communications initiatives will provide all interested parties with full notice of
the Company’s proposals and an opportunity to participatc in thc Commission procceding
addressing those proposals. However, il the Commission concludes that additional notice would

be appropriate, the Company will provide such additional notice as the Commission may direct.

Vi, THE PROPOSED EE&C PLAN IS IN THE PUBLIC INTEREST

48, PPL Electric believes that the proposed EE&C Plan is in the public intercst and in
compliance with the requirements of Act 129 and all of the Comumnission’s applicable Act 129
rders, The EE&C Plan includces a broad range of cost cilective energy elliciency and demand
response programs that are targeted to every customer segment in PPL Electric’s electric service
territory. Moreover, these programs are the key components of a comprehensive electric energy
efficiency initiative designed to achje§e energy consumption and peak demand reductions
required by Act 129 within the cost cap cstablished by the Act. PPL Eleciric’s energy efficiency
programs provide a cohesive structure intended to support residential, low-income, commercial
and industrial, and government and non-profit sector customers through a logical continuum of
energy efficiency actions, starting with facility review and analysis and ending with
implementation, verification, and evaluation. Marketing and education functions, customer carc
and quality assurance, and program tracking, evaluation, monitoring, and verification will be
commen featurcs of all programs in the EE&C Plan. Furthermore, the progratns are supported
by financial incentives and a delivery approach focused on providing customers with the support

they need to achieve their efficiency objectives.
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VIIH. CONCLUSION

WHEREFORE, PPL Electric Utilitics Corporation respectfully requests that the
Pennsylvania Public Utility Comumission approve the EE&C Plan, as set forth in this petition and
the attachments hereto. PPL Electric additionally requests that the Commission enter its final
order approving the EE&C Plan on or before October 29, 2009,

Respectlully submitted,

“"Paul E. Russell (ID #21634)
Associate General Counsel
PPL Services Corporation
Oftice of General Counsel
Two North Ninth Strect
Allentown, PA 18106
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David B. MacGregor (ID # 28804)
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Four Penn Center

1600 John F. Kennedy Boulevard
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Phone: 215-587-1197

Fax: 213-387-1444

E-mail; dmacgregor{@postschell.com

Andrew 5. Tubbs (1D # 80310}
Post & Schell, B.C.

17 North Sccond Street, 12% Floor
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