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MOTION OF CHAIRMAN JAMES H. CAWLEY

On July 1, 2009, West Penn Power Company d/b/a Allegheny Power (Allegheny) filed its Petition for approval of its Act 129 Energy Efficiency and Conservation Plan (EE&C Plan).  As part of its filing, Allegheny proposed that recovery of EE&C Plan costs for certain large commercial and all industrial customers under Rate schedules 30 (small), 30 (large), 40, 41, 44, 46 and Tariff No. 37 would be accomplished by a per kWh energy surcharge and a per kW (or kVa ) demand surcharge.  For these rate schedules the EE&C costs would be differentiated into an energy‑related portion and a demand-related portion based upon the load factor calculated from the energy and demand savings projections for each program.  Allegheny St. No. 3 at 11.  Allegheny later stated it would withdraw its proposed energy and demand rate design for the large commercial and industrial customer group (Tariff No. 39, rate schedules 30 (large), 40, 41, 44, and 46 and Tariff No. 37) and instead achieve full cost recovery via a per demand charge based upon the customers’ billed demand for the current billing period.  Allegheny RB at 2.

Although the West Penn Power Industrial Intervenors (WPPII) supported the recovery of the plan costs via the Act 129 Compliance Rider (“ACR”) from large C&I customers on a demand charge basis, WPPII initially recommended utilizing the PJM Peak Load Contribution (PLC) instead of Allegheny’s billing demand.  WPPII explains that the PLC is based on PJM’s five peaks during the prior year and the rate is established on an annual basis.  WPPII avers that utilizing the PLC would encourage large C&I customers to engage in efficiency and load control measures during PJM’s five annual peaks which would “further the demand reduction goals of Act 129.”  WPPII MB at 11-12.  In addition, as confirmed by Allegheny at the evidentiary hearing, because PLCs are determined annually, a demand charge based on PLC will provide a consistent charge to customers and constant, reliable cost recovery by Allegheny.  Tr. at 218-219.
WPPII has presented compelling evidence to support its rate design proposal.  For the reasons stated, WPPII’s proposal to recover EE&C Plan costs on a demand charge basis using a customer’s PLC should be adopted for large commercial and industrial customers.
Allegheny Power has also proposed two commercial and industrial customer demand response programs - the Customer Load Response Program and the Contract Demand Response Program.  The Customer Load Response Program (CLRP) would be implemented by an Allegheny selected curtailment service provider (CSP) that would have the benefit of various administrative, operational, marketing and incentive support under its Act 129 Plan, and would be implemented in 2010.  The Contract Demand Response Program (CDRP), however, would enable other competitive CSPs to help Allegheny achieve its demand requirements, but only in the event that the CLRP did not provide sufficient demand response needed to achieve its goals.  In its initial plan, the CDRP had no initial funding, and was only slated to be implemented in the summer of 2012.  
Some parties, including EnerNOC, Inc. and Clear Choice, expressed concerns about the CDRP, including a suggestion that we not apply a “wait and see” approach to the CDRP, that we adopt further demand response programs, that other CSPs be permitted to participate in these demand response programs, and that Allegheny prevent undue discrimination and the exercise market power within the Act 129 demand response plans.  
Based on the evidence before us, we are unable to approve the CDRP as currently filed.  Allegheny is directed to form a working group of CSPs and other interested parties immediately to implement its CDRP in parallel with its CLRP program in order to enhance its ability to achieve its Act 129 demand reduction goals, and as a hedge against the risks of delayed implementation of its smart metering plan.  Further, the working group should ensure that undue advantage is not given to participating CSPs under these programs, including measures that assure timely access to data, and equitable incentives between these two programs.
THEREFORE, I MOVE THAT:

1.
The Opinion and Order for the Petition of West Penn Power Company d/b/a Allegheny Power for approval of its Act 129 Energy Efficiency and Conservation Plan be approved in part and denied in part, as modified by this Motion.
2.
West Penn Power Company file a revised Contract Demand Response Program with the Commission within 60 days.

3.
The Office of Special Assistants prepare an Opinion and Order consistent with this motion.
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