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BEFORE THE

PENNSYLVANIA PUBLIC UTILITY COMMISSION

Duquesne Light Company :
Energy Efficiency and Conservation : Docket No. M-2009-2093217
Program :

REPLY BRIEF OF APPLICANT/RESPONDENT
DUQUESNE LIGHT COMPANY

AND NOW comes Applicant Duquesne Light Company (“Duquesne,” “DLC” or
“Company”), and files its Reply Brief in accordance with Administrative Law Judge Fred R.

Nene’s Prehearing Order Scheduling the Filing of Briefs, dated July 30, 2009:

I. Introduction
On August 31, 2009, Duquesne filed its Main Brief in this proceeding with
Administrative Law Judge Fred R. Nene (the “ALJ”). To a very large extent, the issues raised in
the opposing party main briefs are fully addressed in Duquesne’s Main Brief and extensive
further argument is not required or beneficial. There are, however, several areas which require a

brief response in order to provide further explanation.

II. Procedural History
Please see DLC Main Brief at 1.

III.  Description of EDC Plan
Please see DLC Main Brief at 3.

1v. Summary of Argument
As clearly set forth in Duquesne’s Main Brief, Duquesne believes its Plan satisfies the

statutory requirements of 66 Pa. C.S. §2806.1(b)(1)(i)(A)-(K).



V. Argument
A. Act 129 Conservation and Demand Reduction Requirements
Duquesne’s plan is expected to achieve or exceed the energy savings and demand

reductions mandated by Act 129.

1. Overall Conservation Requirements
a. 2011 Requirements
Please see DLC Main Brief at 5.

b. 2013 Requirements
Please see DLC Main Brief at 6.

2. Overall Demand Reduction Requirements

Please see DL.C Main Brief at 6.

3. Requirements for a Variety of Programs Equitably Distributed
Please see DLC Main Brief at 6.

4. 10% Government/Non-Profit Requirement
Please see DLC Main Brief at 7.

5. Low Income Program Requirements

Please see DLC Main Brief at 7.

6. Issues Relating to Individual Conservation and Demand Reduction Programs

OCA requested that Duquesne further detail its stakeholder process by requiring quarterly
meetings throughout the plan period as well as providing specific reports on implementation to
the stakeholders. OCA M.B. at 32-33. Likewise, DEP and ACORN recommended such an
approach. DEP M.B. at 11; ACORN M.B. at 2-3. Duquesne welcomes such a stakeholder
process as it believes that process was helpful as it formulated its Plan. But quarterly meetings

may not be the correct frequency. Duquesne believes it is better to hold stakeholder meetings



when needed or advisable --- which at times may be more than quarterly and at other times less
than quarterly. As Duquesne has stressed, these plans are evolving. The Company does not have
all the answers nor does it know the outcomes of the implementation of the programs — which is
why Duquesne has emphasized its need for flexibility and the ability to make changes and move
budgeted dollars to more productive programs when it sees problems or programs that are not
achieving adequate results. Duquesne does not believe it is good for the efficiency of its plan to
wait months to implement changes that need to be made. The stakeholder process will assist in
explaining the early outcomes, gaining input, and keeping interested entities informed.
Duquesne also plans on providing written quarterly updates beginning in the first quarter of 2010
after the programs have been approved and the Company has started significant implementation.
Accordingly, as long as Duquesne retains such flexibility, it supports this recommendation from
OCA; DEP, and ACORN and will provide stakeholder meetings on an as-needed basis.
EnerNOC raises the prospect that demand response programs may expire after May 31,
2013. It notes curtailable load program costs could be higher if the term was three years or less
versus five to seven years. It notes that Act 129 looks to the possible extension of the program to
May 31, 2017. EnerNOC M.B. at 5-7. Placing aside EnerNOC’s economic interests in having
demand reduction programs last longer, Duquesne acknowledges there could be benefits to
operating the same or different demand side reduction programs after expiration of this plan. But
that is too early to determine. The purpose of this proceeding is to establish EEC&DR programs
that run through May 31, 2013. That is a large enough hurdle for all parties to clear than trying
to extend programs for years post expiration and to speculate on whether costs could be lower or

higher depending on length of the program.

a. Residential
OCA asserts that Duquesne should coordinate with other EDCs to establish similar
program rebate levels. OCA M.B. at 24. Although Duquesne would be willing to evaluate this
option, it should not change its measure mix or incentive levels based on other utilities’ plans.
Duquesne documented the bases for the recommended measures, costs and incentive levels.
These levels are supported and the programs incorporating them provide the means for Duquesne
to achieve its reduction mandates. Duquesne does not share the same avoided costs, comparable

program funding, target markets or program strategies as other utilities. Adopting the same



rebate levels as other EDCs would need to be based on a review of utilities” inputs and
assumptions applied to establish incentive amounts (measure specifications and incremental
costs) to assess whether the incentive amount is appropriate. Then offering the same incentive
amount may not be appropriate for Duquesne. The decision to incent a measure at all should be
tied to specific and demonstrated efficiency gain potential. As explained in the Main Brief, the
Company’s programs are “skinny” based solely on the mandated reduction and authorized
funding. DLC M.B. at 10. Duquesne needs to pursue those programs that it believes can
achieve the best results at the least cost. Those programs can be quite a bit different than other
utilities due to different circumstances.

The OCA similarly requested that Duquesne consider working with other EDCs on
measures where such coordination could achieve synergistic results. OCA M.B. at 23.
Duquesne is willing to implement and/or coordinate EEC&DR programs with other EDC's
and/or on a statewide basis when it provides economic benefit to its customers and programs.
Currently, Duquesne is attempting to coordinate an EEC program with a neighboring utility that
meets the criteria. Specifically, the refrigerator recycling program is proposed to be a joint effort

with Duquesne and Allegheny Power. Duquesne has no objection to OCA’s recommendation.

b. Commercial

Duquesne does not believe further argument is necessary under this provision.

¢. Industrial

Duquesne does not believe further argument is necessary under this provision.

7. Proposals for Improvement of EDC Plan

DEP suggests promoting whole building conservation measures in the
government/schools/non-profit sector through guaranteed energy savings contracts. It believes
this is preferable to prescriptive rebate programs and is in the public interest because the program
ultimately provides more significant energy savings than prescriptive rebate programs for
lighting or HVAC replacement. DEP M.B. at 6. Duquesne’s plan will in no way inhibit DEP’s
preferable approach of utilizing energy savings contracts, but does not agree that they are the

only way to obtain energy savings. Thus, Duquesne’s Plan already covers this recommendation.



First, it is important to know that the Company Plan includes both prescriptive rebates and
custom incentives tailored to site-specific/customer-specific needs and opportunities. Second,
Duquesne’s Plan does not impair a government/school/non-profit’s ability to obtain significant
long term energy consumption through participating in such “guaranteed” or “shared savings”
contracts because prescriptive and custom incentive payments can, at a customer’s direction, be
provided to the shared savings or guaranteed savings contractors who can incorporate the funds
into their business model, product and service offerings. This approach increases profitability of
the shared savings contract to the contractor who then acts as an engagement channel for the
utility program. Informed shared savings or guaranteed savings contractors are “ambassadors”
of the utility sponsored energy efficiency programs and do not compete or oppose activities that
increase their outreach and profitability. Therefore, Duquesne does not recommend adoption of

this modification. -

a. Residential

Duquesne does not believe further argument is necessary under this provision.

b. Commercial

Duquesne does not believe further argument is necessary under this provision.

c¢. Industrial

Duquesne does not believe further argument is necessary under this provision.

B. Cost Issues

1. Plan Cost Issues

DII proposed to limit the Company’s ability to reallocate interclass costs beyond 5% of
the total plan budget without Commission approval. DII M.B. at 30-31. DII’s proposal is
cumulative so that one shift of 2.5% of the budget from Large Industrial to Large Commercial
and a wholly unrelated shift of 2.5% from Small Commercial to Residential could totally
consume the proposed 5% limit and no further shifting would be permitted for future years
without a specific filing. Duquesne does not believe this amount provides sufficient flexibility

that Duquesne needs to effectively manage its program. In other states, such a limit ranges from



15-25% per program year (as opposed to total plan budget). DLC M.B. at 18. As Duquesne
noted in its Main Brief, it will need flexibility to move funds between customer classes in order
to make sure the programs are on target to meet the Act 129 mandates. If Duquesne were limited
to 5% of the total plan budget, even one transfer between customer classes could potentially use
the entire 5%, leaving Duquesne with no flexibility for a necessary and unrelated transfer of
funds. The 15-25% demarcation comes from experience with these types of programs in other
states. DLC M.B. at 18. Movement of funds by Duquesne between programs within the same
customer class in response to program results should not be limited at all, but should be reported

quarterly.

2. Cost Effectiveness/Cost-Benefit Issues

Duquesne does not believe further argument is necessary under this provision.

3. Cost Allocation Issues

Duquesne does not believe further argument is necessary under this provision.

4. Cost Recovery Issues

Duquesne does not agree with OCA’s proposal to eliminate interest on over or under
collections on the surcharge. OCA M.B. at 29-30. OTS, on the other hand, proposes an interest
charge, but that it is to be asymmetrical. OTS M.B. at 13-15. The Duquesne POLR tariff that
OTS mentions regarding Duquesne’s Default Service Supply was made effective as part of a
settlement, and in no way should preclude Duquesne from collecting interest symmetrically in
the EEC&DR proceeding. In sum, Duquesne believes an interest rate of 6% for both under or
over collections is fair to it and its customers.

Duquesne wants to clarify what it believes is OTS’s position in its Main Brief on whether
interest costs or receipts should be part of the surcharge. OTS states, “Accordingly, the OTS
proposal to apply eight percent (8%) interest has no impact on the Company’s Plan costs and it
should not be included in the two percent (2%) cap or recovered from ratepayers in any other
proceeding.” OTS M.B. at 15. The Company interprets this to mean interest is recovered

outside the 2% cap, but is recoverable by the surcharge, and not in any other proceedings. If that



is what OTS means, Duquesne is in agreement. If not, then Duquesne would disagree and
believes interest should be factored into the surcharge.

The OCA suggested that Duquesne be required to bid any qualifying energy efficiency
and demand response measures into the PJM RPM auctions and credit customers for the value
received through the cost recovery mechanism. OCA M.B. at 31. While Duquesne is willing to
look into this option, it cannot make any firm commitments because all of the PJM base residual
RPM auctions have already run for the delivery years through 2012-2013. These energy
efficiency programs are scheduled to end in 2013. So it would appear that it could be impossible
to bid into those auctions, but small incremental auctions could be reviewed. Additionally,
certain requirements have to be met to be a capacity resource to be bid into RPM auctions.
Duquesne does not know whether its energy efficiency savings will qualify as RPM capacity.
Should there be defaults, the penalties are high. In sum, the Company will agree to look into
OCA'’s suggestion, but for the reasons above cannot commit and the recommendation should not
be adopted.

The OSBA asserts that Duquesne’s grouping of Commercial customers with
Government/Non-Profit customers is contrary to the requirement that the costs for approved
measures be financed by the same customer class that will receive the direct energy and
conservation benefits from those measures under 66 Pa. C.S. §2806.1(a)(11). OSBA M.B. at 6.
Duquesne does not agree that separating Governmental/Non-Profit from Commercial class is
necessary or feasible at this time. Duquesne’s current billing system does not support this
proposed separation. Further, unlike SIC code distinction between commercial and industrial
customers, there is no clear distinction of what qualifies a customer as “Governmental/Non-
Profit.” Duquesne already has five surcharges and to add another at this point may create
customer confusion and impact the current overall EEC&DR plan design with unintended
consequences regarding who would qualify for certain products and incentives. Since this is a
new proposal not previously raised by OSBA as a proposed change, Duquesne would
recommend it not be adopted.

DII asks that Duquesne be required to employ the PJM Peak Load Contribution factor
when determining Large C&I customer demand for purposes of the EE&C cost recovery
mechanism. DII M.B. at 20-23. Duquesne is agreeable to this option. The Company agrees that

over the course of the year, using the peak load contribution (“PLC”) would result in a more



consistent and constant surcharge because the customer’s PLC would not change on a monthly
basis compared to the surcharge proposed in the Company’s filing. The Company does not
object to DII’s proposed change in the calculation of the surcharge, with the understanding that
there could be material changes in the charge to the customer from year to year if the customer’s

PLC changes.

C. CSP Issues

ClearChoice contends that the maximum amount of demand reduction served by any one
curtailment service provider should not exceed 50% of the reduction required under the Plan.
ClearChoice M.B. at 12. Duquesne disagrees as restrictions such as caps should not be imposed
on Duquesne’s small plan at this point in time. In the first year, only 3.6 MWs are needed for
reduction. DLC Exhibit No. 1, Plan at 76. To limit any CSP to only 50% of the small market
could hurt the willingness of CSPs to participate in the RFP. As Company Witness Barrett
explained at the Evidentiary Hearing, the Company plans to select one or more CSPs through an
open competitive bidding process. Tr. at 190. Duquesne would rather wait until the RFP results
are known to see what the most cost-effective and economical result is for its customers.
However, the concept of not exceeding 50% of the reduction could be acceptable in later years,
as the quantity of megawatt reductions needed grows.

ClearChoice recommends another possible constraint on program administration by
asking for a 25% set aside in the curtailable load program for disadvantaged businesses with the
provision that such businesses would not have to post collateral or provide third party guarantees
to participate in the program. ClearChoice M.B. at 13. While the Company intends to give
every opportunity to disadvantaged businesses, a 25% set aside represents a potential constraint
on program administration and injects legal concerns since some set asides have been ruled as
unwarranted discrimination against those not receiving the preference. Such a set aside should
be avoided for the same reasons as for the proposed 50% cap — program efficiency and cost-
effectiveness should take precedence. As far as the policy issue ClearChoice raises in regard to
disadvantaged businesses not posting collateral and third party guarantees, the collateral and
third party guarantees are in place to protect ratepayers from CSP default. To require credit
protection from certain CSPs and not require such credit protection from other CSPs would not

be fair to other CSPs nor protect ratepayers.



D. Implementation and Evaluation Issues
1. Implementation Issues

Duquesne does not believe further argument is necessary under this provision.

2. QA Issues

Duquesne does not believe further argument is necessary under this provision.

3. Monitoring and Reporting Issues

OCA and ACORN suggested there should be a process for determining mid-course
corrections and receiving approval of significant mid-course Plan modifications or cost recovery.
OCA M.B. at 33-34; ACORN M.B. at 21-22. As noted in its Main Brief, the Company has in
place evaluation, measurement and verification in the program plans and plans to file quarterly
reports with the Commission according to the Implementation Order. DLC M.B. at 18-19. It
also has agreed as part of this proceeding to have periodic collaborative meetings to share
information and seek input from interested parties. It is anticipated that corrections will be made
throughout the program. In DLC Exhibit No. 1, Plan Section 6, quality control and quality
assurance provisions are in place that are administered throughout the program implementation
period so that necessary “mid-course corrections” are visible to program managers.
Additionally, the EEC & DR Plan evaluation measurement and verification plan identifies
program key performance indicators that signal whether and to what extent programs are
performing as planned. DLC Exhibit No. 1, Study at 166-213. Detailed data requirements
described in this section support ongoing verification and validation of program performance.

OCA and ACORN suggestions in this area are already accounted for in Duquesne’s Plan.

4. Evaluation Issues

Duquesne does not believe further argument is necessary under this provision.



E. Other Issues

OCA suggests that Duquesne consider opportunities for collaboration with local natural
gas utilities. OCA M.B. at 24. Duquesne collaborates with natural gas utilities in Universal
Service programs such as Smart Comfort. Duquesne is also planning on participating in the fuel
switching Working Group that the PUC will set up according to the TRM Order. No specifics
were recommended, so Duquesne is not able to fully comment on this suggestion.

NGDC asserts that the PUC should require that Duquesne report to it several situations in
which a customer might switch from natural gas appliances to electric appliances or install
electric heating where natural gas service is available. NGDC M.B. at 21. The Company rejects
this assertion as such a reporting requirement would be much too difficult to patrol and meet.
The appliances alone would be overly complex because they can be purchased through so many
channels — store, mail, dealers, contractors, over the Internet and many other places. It also
would likely hamper the ability of third parties, such as retail outlets, to administer the programs.

NGDC states that fuel switching is most likely to occur with space heating applications.
NGDC M.B. at 10. Duquesne’s plan does not use such applications in its plan. DLC M.B. 21-
22. Additionally, NGDC suggests restructuring the Company’s EEC&DR budget by displacing
less cost-effective elements with fuel substitution. NGDC M.B. at 17. Duquesne’s budget is
based on EEC&DR programs that have been thoroughly researched, benchmarked, and analyzed
to be effective in its service territory. Duquesne based its plan on the TRC test and the programs
that produce the highest results most cost effectively. It is neither required nor appropriate to
base these programs on fuel substitution/switching. The intent and purpose of Act 129 is to

reduce electric consumption--- not switch it to another “selectively chosen” carbon fuel.

Duquesne provides suggested ordering paragraphs:

VL Proposed Ordering Paragraphs

THEREFORE, IT IS ORDERED:

1. That Duquesne EEC&DR Plan is hereby approved and is to be implemented with the

following modifications/clarifications:
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10.

11.

a. Duquesne is directed to further examine and implement a residential furnace fan
replacement program;

b. Duquesne is directed to further detail its stakeholder process by requiring
meetings throughout the plan period as well as providing specific reports on
1mplementation to the stakeholders as needed;

¢. Duquesne is directed to employ the PJM Peak Load Contribution factor when
determining Large C&I customer demand for purposes of the large industrial cost
recovery mechanism;

That Duquesne may exclude the cost of the statewide evaluator from its maximum 2%

cap on EE& C spending;

. That Duquesne shall charge or receive the legal rate of interest on over or

undercollections of its EEC&DR Cost Recovery Mechanism;

That interest costs or revenues on over or undercollections shall be a part of the
EEC&DR Cost Recovery Mechanism;

That Duquesne may count the energy savings and costs associated with the early launch
of the Residential School Energy Pledge Program, the Commercial Healthcare Program,
and the Public Agency Partnership Program as part of its plan;

That Duquesne’s plan budget is approved;

That all costs incurred to date in compliance with formulating an EE& C plan may be
incorporated into the Cost Recovery Mechanism for further review and audit at the
appropriate time;

Duquesne may shift funds within a customer class without further approval but must
report any such movement in its next quarterly report;

Duquesne is limited to shifting funds between customer classes to no more than 25% of
its annual budget for a customer class per year without additional Commission
authorization, but shall report any such movement in its next quarterly report;

That Duquesne’s EEC&DR surcharges are hereby approved as proposed and amended
and will become effective on or before December 1, 2009;

Duquesne’ programs were not developed to encourage fuel switching and thus the

modifications proposed by the gas companies are rejected,;

11



12.
13.
14.
15.
16.

17.

18.

19.

20.

Energy savings jointly funded through Duquesne’s Act 129 program and Act 1 or ARRA
shall be accounted for as previously directed by the PUC;

That Duquesne is directed to combine its EE& C surcharge rates into its customers’
existing distribution rates rather than individually set forth the charge on customers’ bills;
Duquesne’s building stock in its service territory would not produce cost effective
benefits under the proposed budget from homogenous whole house audits, and thus the
proposed statewide whole house audit program for Duquesne’s plan is rejected;
Duquesne may include standby generators in its demand reduction program;

Duquesne is directed through its demand reduction RFP process to consider using more
than one CSP;

The demand reduction program modifications that proposed to cap the amount of demand
reduction a CSP can be awarded, provide a set aside of 25% for disadvantaged
businesses, and not require CSP credit protection from only certain CSP’s are rejected;
Duquesne’s proposed matching of costs of incentives to those who pay for the incentives
appears to be properly allocated in its Plan and will not be modified herein;

Duquesne’s proposed allocation method for plan-wide administrative costs as well as
statewide evaluator costs is approved; and

The Plan is approved through May 31, 2013, subject to future modification, and this

Order does not provide authorization for the plan beyond that established date.
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VII. Conclusion
For the reasons set forth above and in the Company’s Main Brief, Duquesne’s proposed
Plan meets the requirements under 66 Pa. C.S. §2806.1(b)(1)(1)(A)-(K), and should be approved.
Duquesne Requests approval of its Energy Efficiency and Conservation and Demand Response
Plan, including the plan budget as well as the Energy Efficiency and Demand Response

Surcharges to be effective as soon as possible after issuance of an order.

Respectfully Submitted,

Duquesne Light Company

bl el

Gary A. Jack, Esq.
Kelly L. Geer, Esq.
411 Seventh Ave, 16-1
Pittsburgh, PA 15219
412.393.1541 (phone)
gjack @duglight.com
kgeer@duglight.com

Counsel for Duquesne Light Company
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