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MOTION OF CHAIRMAN JAMES H. CAWLEY

In the Petition of West Penn Power Company d/b/a Allegheny Power for Approval of its Energy Efficiency and Conservation Plan, Approval of Recovery of its Costs through a Reconcilable Adjustment Clause and Approval of Matters Relating to the Energy Efficiency and Conservation Plan, Docket No. M‑2009‑2093218 (Order entered October 23, 2009), the Commission approved in part and rejected in part the Energy Efficiency and Conservation Plan (Initial Plan) filed by West Penn Power Company d/b/a Allegheny Power (Allegheny or the Company) pursuant to Act 129 of 2008.  The Commission required the Company to submit a revised Plan within sixty days.  We now consider the Company’s revised Energy Efficiency and Conservation Plan (Revised Plan).  

As part of its initial filing, Allegheny has proposed two commercial and industrial customer demand response programs - the Customer Load Response Program (CLRP) and the Customer Resources Demand Response Program (CRDRP).  The CLRP would be implemented by an Allegheny-selected curtailment service provider (CSP) that would have the benefit of administrative, operational, marketing, and incentive support  and would be implemented in 2010.  The CRDRP, however, would enable other 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 the Company’s Act 129 goals.  In Allegheny’s Initial Plan, the CDRP had no initial funding and was only slated to be implemented in the summer of 2012.  In the Revised Plan, the Company corrected this deficiency, allowing for the marketing and operation of both programs to start in planning year 2010 and to run through planning year 2012.  
We directed Allegheny in its Revised Plan to design programs that prevented undue discrimination and the exercise of market power in its demand response programs, including measures to assure timely access to data and to provide equitable incentives between these programs.  
In its Revised Plan, Allegheny only addresses access to post-Smart Meter Implementation data access resources,
 but not how the Company will ensure equitable access to data now.  
As to undue discrimination and equitable incentives, Allegheny’s two program tariff filings provide insufficient information for us to ascertain whether or not the Company has complied with our directive.  Under the Company-run CLRP, Allegheny will subsidize the costs associated with all marketing, administration, and PJM operations in the energy and capacity markets.  A reasonable level of detail describing its CLRP marketing plan is provided, including:
Assigned Account Managers proactively handle approximately 130 of the top energy users that would be eligible for the program. They will personally contact their assigned customers to educate them about the program. Allegheny Power will follow up with a direct mail piece to encourage participation and provide more program details.  Non-assigned accounts:  These accounts are managed by Business Account Specialists in Allegheny’s call center. Direct mail will be sent to these customers with program details and contact information from an assigned Business Account Specialist from the call center.  As a follow up to both audiences, an email will be sent to reinforce the program details.  A link to Allegheny’s web site will allow customers to access more program details and information.  Sales/marketing/educational materials will be developed for the Account Managers and Business Account Specialists to provide to their customers.

(Revised Plan at 166).


Allegheny will provide more intensive administrative support to the CLRP program.  This is reflected in the projected need for three full-time equivalent (FTEs) employees to administer the CLRP program, in addition to unstated “internal staff.”  Given the description of this program, it appears that that these three FTEs include Assigned Account Managers, Business Account Specialists at the call center,
 individual customer contracting expenses, and other staffing required to provide accounting, bidding of customer load into PJM markets, reconciliation services, technical assistance, and overall project management.  Allegheny will also develop the necessary online user tools for customers, enroll the customer in the PJM programs, download data for load profiling or historical energy usage, model load modification schemes, and review load curtailment events.

In contrast to the detailed and extensive marketing and operations plan for Allegheny’s in-house CLRP program, the proposed “other CSPs”-run CRDRP marketing and administrative support is much more modest in description, yet fairly robust in comparable cost.  The Company acknowledges that CSPs will do much of their own marketing to customers, and it only proposes a contingency marketing plan targeted at any “potential program participant” if there is a need to attract more load to this program.    Despite this marked disparity between marketing plans for the CRDRP and CLRP, the projected marketing costs of the two programs are essentially identical.

Similarly, the CRDRP administration needs are much more modest in description.  Allegheny’s filing states that the program will be “managed and administered” by the Company requiring one FTE, but provides very limited information as to what services it will provide, besides communicating a signal as to which peak hours the CSP should seek to curtail load.
  Obviously, the Company will incur some minor contracting and contract administration costs with the handful of CSPs in its program.  Once again, despite what should be minimal administrative requirements of a CSP-run program, the projected administrative costs are approximately $1.0 million, relative to $1.7 million for the Company-run CLRP program over the 4 years of the Plan.
  It may be that the administrative costs of the “distributed generation manager” explain the relatively high costs relative to the meager list of administrative services associated with CSP-run programs, but it is unclear why the distributed generation manager program is included in the CRDRP when such a program could be theoretically leveraged by both the CLRP and the CRDRP or simply managed by the CSP without Allegheny’s intervention.  Since insufficient cost detail and program explanation was provided, we cannot analyze this point.

In order to assure that the CLRP and CRDRP programs are non-discriminatory in design, the subsidies provided through marketing and administrative cost support, combined with incentives for each program, should be roughly equivalent in total.
  However, both programs, as proposed, provide insufficient information to assess this point of equity.  Specifically, both programs lack transparency as to the level of individual customer incentives; and Allegheny has provided insufficient information to explain and describe the assumptions behind its projected marketing and administrative cost support for these two programs.  Allegheny states that incentives for the CLRP will be variable by customer contract.
  Similarly incentives for the CRDRP will be variable by customer contract.
  
In order to determine whether the programs are non-discriminatory, the Company should provide a more transparent incentive mechanism in its filing, such as a value expressed in $/MW, $/MWH, or both, for the CLRP and CRDRP, respectively.  This mechanism should properly balance the higher marketing and administrative costs of the Company-run CLRP relative to the CSP-run CRDRP.  The Company should consult with stakeholders, including CSPs, on a more transparent incentive price for both programs.  Non-discriminatory marketing also dictates that customers should be educated on the availability of both the CLRP and the CRDRP at the same time.  Company education on the CRDRP should not just be in response to a realized underperformance of the CRDRP.
In addition, the Company should provide revised estimates and detailed working papers on the marketing and administrative costs of the services provided under the CLRP and CRDRP.  These estimates should include the categories of services listed above and any additional services required under the second revised plan.  Elements requiring further support include:

1. An explanation of why the distributed generation manager is lumped into the CRDRP.  If this program can be leveraged under the CLRP, why is it not a separate program?  What are the costs associated with this program on a stand-alone basis?
2. Marketing and administrative cost estimates of the CRDRP program if the distributed generation manager component is excluded.

3. An explanation of why a separate incentive mechanism is required for the distributed generation manager.  For example, is there a need for a separate distributed generation manager when each participating CSP could include the distributed generation resources of its customer through the stated incentive mechanism rate?

4. An explanation of whether individual customers under the CLRP will be allocated 100% of the PJM program revenues associated with each customer’s participation in the PJM Load Response Programs.  If not, a detailed explanation of this compensation mechanism should be provided.
5. An explanation of how Allegheny will provide equitable access to customer usage data prior to implementation of its smart metering program.
As we noted in our original order, the Commission agreed with the OCA that Allegheny’s reliance on the rapid deployment of smart meters and the associated network infrastructure does add an element of increased risk to its Plan.  In that Order, the Commission stated that it would closely monitor this element of Allegheny’s Plan during the annual plan reviews and its review and monitoring of Allegheny’s Smart Meter Procurement and Installation Plan.  Allegheny’s Revised Plan acknowledges a revised smart metering implementation schedule, but fails to clearly denote which EE&C programs and measures are dependent upon implementation of its smart metering plan.   Allegheny should therefore provide a chart clarifying its kWh and kW reductions for each of its programs that would be achieved if its smart metering plan is not implemented within the established timeline of its EE&C Plan.  
Because Allegheny bears the sole risk of significant penalties if it fails to meet the mandated targets, we did not direct Allegheny to eliminate the proposed programs that rely on smart meter deployment, except as it is otherwise directed in the Opinion and Order regarding its Revised Plan.  To the extent the revised chart indicates that Allegheny will fall short of its minimum EE&C requirements if its smart metering plan is not implemented during its initial EE&C plan period, the Commission once again strongly encourages Allegheny to develop an alternate “back‑up” plan that is less reliant on smart meter deployment.  Such an alternate plan would be a readily available option that can be implemented on short notice, after Commission approval, should any unforeseen circumstances delay or disrupt Allegheny’s smart meter deployment.
THEREFORE, I MOVE THAT:

1.
Allegheny Power’s revised Act 129 Energy Efficiency and Conservation Plan be approved in part and denied in part consistent with this motion.
2.
Allegheny Power be directed to file a further revised Contract Demand Response Program with the Commission within 60 days.

3.
Allegheny Power be directed to file any revisions required for its Customer Load Response Program to comply with this motion with the Commission within 60 days.

4.
Allegheny Power be directed to provide a chart indicating its Revised Plan achievement of goals if its smart metering plan is not implemented during the initial EE&C plan period within 60 days.
5.
The Office of Special Assistants prepare an Opinion and Order consistent with this Motion.

	DATE:  February 11, 2010
	_________________________________ 

James H. Cawley, Chairman


� Energy Efficiency Plan, p. 175.


� Managers and specialists would be intensely involved in demand side education for real time energy markets and peak demand markets, contracting, and administration of each customer account.


� This same peak hour information will be required to implement the CLRP program.


� Energy Efficiency Plan, p. 168, 176.


� It is likely that evaluation, measurement, and validation costs would be similar or identical between the two programs.


� Energy Efficiency Plan, p. 167.


� Energy Efficiency Plan, p. 175.





