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. INTRODUCTION

Metropolitan Edison Company (“Met-Ed” or the “Company”), Pennsylvania Electric
Company (“Penelec”), and Pennsylvania Power Company (“Penn Power”) (collectively the
“Companies”), hereby file this Petition with the Pennsylvania Public Utility Commission
(“Commission”) requesting (i) approval to amend the Companies’ Phase | Energy Efficiency and
Conservation Charge Riders (“EE&C-C Riders”) to allow the EE&C-C Riders to remain in
effect until all costs have been recovered;* and (ii) approval for Met-Ed to recover the full costs
associated with suspending the Residential Direct Load Control (“DLC”) Program effective May
31, 2013. This Petition is filed pursuant to the Commission’s standard procedures for
amendment of a Commission Order at 52 Pa. Code 88 5.41 and 5.572, as addressed in the
Secretarial Letter governing proposals to amend EE&C Plans approved by the Commission
pursuant to Act 129 of 2008.2 The Petition is supported by the Testimony of Kevin M. Siedt,
including Exhibits KMS-1 through KMS-4, attached as Appendix A, and the Testimony of
Timothy M. Richard, attached as Appendix B.

The Companies are also filing with this Petition an Amended Phase | EE&C Plan
reflecting all of the changes requested in this Petition. A copy of that Amended Phase | EE&C
Plan is attached hereto as Appendix C. For the reasons set forth below, the Companies
respectfully request that the Commission: (i) approve the Companies’ proposed extension of the

final reconciliation and cost recovery mechanism to fully recover the costs incurred by the

! The EE&C-C Riders for the Companies currently end on May 31, 2013 and do not make provision for recovery of
costs related to Phase | programs ending May 31, 2013, that do not accrue until later in 2013.

2 See Secretarial Letter Issued September 1, 2010 regarding Proposals to Change Energy Efficiency and
Conservation Plans Approved by the Commission Pursuant to Act 129 of 2008, Docket Nos. M-2009-2093217, M-
2009-2092222, M-2009-2112952, M-2009-2112956, M-2009-2093215, M-2009-2093216, and M-2009-2093218
(the “September 2010 Letter”). The September 2010 Letter referenced the amendment provisions contained on
page 124 of the Commission’s Order approving the Joint Petition of Metropolitan Edison Company, Pennsylvania
Electric Company, and Pennsylvania Power Company for Consolidation of Proceedings and Approval of Energy
Efficiency and Conservation Plans, Docket Nos. M-2009-2092222, M-2009-2112952, and M-2009-2112956 (Order
entered October 28, 2009).



Companies during implementation of their Phase | EE&C Plans; and (ii) approve Met-Ed’s
request to collect the full costs related to suspending the Residential DLC Program through the
Met-Ed Energy Efficiency and Conservation Charge Rider (“EE&C-C Rider”), including the
removal of customer-sited equipment installed as part of Met-Ed’s Integrated Distributed Energy
Reduction (“IDER”) system, as proposed and approved in the Company’s Phase | EE&C Plan
initially filed with the Commission on July 1, 2009.

1. BACKGROUND AND PROCEDURAL HISTORY

1. Met-Ed is a wholly owned subsidiary of FirstEnergy Corp. that provides service
to approximately 553,000 electric utility customers in eastern Pennsylvania. Penelec is a wholly
owned subsidiary of FirstEnergy Corp. that provides service to approximately 590,000 electric
utility customers in central and western Pennsylvania. Penn Power is a wholly owned subsidiary
of Ohio Edison Company, which, in turn, is a wholly owned subsidiary of FirstEnergy Corp.
Penn Power provides service to approximately 161,000 electric utility customers in western
Pennsylvania.

2. The Companies’ attorneys are:

John F. Povilaitis

Brian C. Wauhop

Buchanan, Ingersoll & Rooney, P.C.
409 Second Street, Suite 500
Harrisburg, PA 17101-1357

Voice: 717-237-4825
Fax:717-233-0852

E-mail: John.Povilaitis@bipc.com

Kathy J. Kolich

FirstEnergy Service Company

76 South Main Street

Akron, OH 44309

Voice: 330-384-4580

Fax: 330-384-3875

E-mail: kjkolich@firstenergycorp.com



Lauren M. Lepkoski

FirstEnergy Service Company

2800 Pottsville Pike

P.O. Box 16001

Reading, PA 19612-6001

Voice: 610-921-6203

Fax: 610-939-8655

E-mail: llepkoski@firstenergycorp.com
The Companies’ attorneys are authorized to receive all notices and communications regarding
this Petition.

A. Phase | Energy Efficiency and Conservation Plans

3. On October 15, 2008, Governor Rendell signed House Bill 2200 into law as Act
129. Act 129 became effective on November 14, 2008 and imposed new requirements on
Pennsylvania’s electric distribution company (“EDCs”) in the areas of EE&C, smart meters,
procurement and alternative energy sources.

4, Among other things, Act 129 established requirements for EDC EE&C
Programs.® Act 129 requires an EDC with at least 100,000 customers to adopt and implement a
plan, approved by the Commission, to reduce energy demand and consumption within its service
territory.

5. On January 15, 2009, the Commission adopted an Implementation Order
establishing standards for Phase | of Act 129’s EE&C Program.® The 2009 Implementation
Order required that the Company file Phase | EE&C Plans on July 1, 2009. The 2009

Implementation Order also provided details and specific directives and guidance on Act 129 and

the procedures for submitting, reviewing and approving the EDC Phase | EE&C Plans.

*66 Pa.C.S. 88 2806.1 and 2806.2.
* Energy Efficiency and Conservation Programs, Docket No. M-2008-2069887 (Implementation Order entered
January 16, 2009) (“2009 Implementation Order™).



6. On July 1, 2009, the Companies filed their Phase | EE&C Plans pursuant to Act
129 and the Commission’s 2009 Implementation Order.”

7. Cost recovery for Phase | EE&C plans would be accomplished via an Energy
Efficiency and Conservation Charge (“EE&C-C”) set forth in the Companies’ respective tariffs
containing their EE&C-C Riders.® The EE&C-C Riders authorized an EE&C-C charge be
applied to customers served under the tariff.’

8. The EE&C-C computational period relied upon in the EE&C-C Riders was the
39-month period from March 1, 2010 through May 31, 2013.%

9. Under their EE&C-C Riders, the Companies may request that the Commission
approve interim revisions to the EE&C-C rates upon a determination that these rates, if left
unchanged, would result in material over-collection or under-collection of all recoverable costs
incurred by the Companies.®

B. Met-Ed’s Residential DLC Program and IDER System

10. Met-Ed’s Phase | EE&C Plan proposed a Residential DLC Program. During the
Phase | proceedings, the Office of Consumer Advocate (“OCA”) contended that Met-Ed’s Phase
I EE&C Plan, as originally filed, improperly included expenses for the Residential DLC Program

that would not be incurred during the period covered by that Plan. Met-Ed modified its Phase |

® Joint Petition of Metropolitan Edison Company, Pennsylvania Electric Company, and Pennsylvania Power
Company for Consolidation of Proceedings and Approval of Energy Efficiency and Conservation Plans, Docket
Nos. M-2009-2092222, M-2009-2112952, and M-2009-2112956 (Petition filed July 1, 2009).
® See Metropolitan Edison Company Electric Service Tariff Supplement No. 15, Electric Pa. P.U.C. No. 50, Original
Page 178 (Effective February 1, 2010) (“Met-Ed EE&C-C Rider”); Pennsylvania Power Company Schedule of
Rates, Rules and Regulations for Electric Service, Supplement No. 88 to Electric Pa. P.U.C. No. 35, Sheets 60.1-
60.2 (Initially Effective February 1, 2010) (“Penn Power EE&C-C Rider”); Pennsylvania Electric Company Electric
Service Tariff, Electric Pa. P.U.C. No. 80., Second Revised Page 177-78 (Initially Effective January 1, 2011)
(“Penelec EE&C-C Rider”) (collectively, the “EE&C-C Riders”).
" The EE&C-C Riders set forth different classifications for billing units and customer classes. See Met-Ed EE&C-C
Rider at Original Page 178; Penn Power EE&C-C Rider at Sheets 60.1-60.2; Penelec EE&C-C Rider at 177-78.
8 See Met-Ed EEC&C Rider at Original Page 180; Penn Power EE&C-C Rider at Sheets 60.3; Penelec EE&C-C
5ider at 180. The Met-Ed EE&C Rider provided for a 40-month computational period beginning February 1, 2010.
Id.



EE&C Plan during the litigation to remove from the budget the costs associated with the
Residential DLC Program that were projected after May 31, 2013. Met-Ed reduced the budget
for the Residential DLC Program by approximately $12 million. The budget for the Residential
DLC Program did not include the cost to remove program-related equipment upon termination of
the Program. This Petition requests the inclusion of Residential DLC Program decommissioning
costs in the Phase | Plan budget for recovery through the Met-Ed EE&C-C Rider.

11. On August 6, 2009, FirstEnergy Corp. (“FirstEnergy”) applied for a grant from
the United States Department of Energy (“DOE”) for federal funding support for targeted
projects in communities served by FirstEnergy electric utility companies. As part of the
application to the DOE, FirstEnergy requested $57 million for three projects throughout
FirstEnergy’s service territory in Pennsylvania, Ohio and New Jersey. Within Pennsylvania,
FirstEnergy specifically requested $15 million in funding, part of which would be used to
support its Smart Grid Modernization Initiative in the York area of Met-Ed’s service territory
including the Integrated Distributed Energy Resource (“IDER”) technology that supported the
Met-Ed Residential DLC Program. As part of FirstEnergy’s Application, the Commission sent
DOE a letter of support on behalf of FirstEnergy.

12. On October 27, 2009, the DOE selected FirstEnergy for negotiations toward an
award of a grant for the full amount for which FirstEnergy was an applicant.

13. On October 28, 2009, the Commission approved in part and rejected in part the
EE&C Plan filed by Met-Ed.™® The Commission required Met-Ed to submit a revised Plan

within sixty days. However, the Commission’s October 2009 Order approved Met-Ed’s

10 Joint Petition of Metropolitan Edison Company, Pennsylvania Electric Company, and Pennsylvania Power
Company for Consolidation of Proceedings and Approval of Energy Efficiency and Conservation Plans, Docket
Nos. M-2009-2092222, M-2009-2112952, and M-2009-2112956 (Order entered October 28, 2009) (“October 2009
Order”).



Residential DLC Program.'* The October 2009 Order accepted the Company’s proposed
reallocation of funds with respect to its Residential DLC Program.*?

14.  On January 19, 2010, Met-Ed submitted a Revised Phase | EE&C Plan.*® The
Revised Plan included a new proposal, which was a request to increase the Company’s budget
for the Residential DLC Programs from approximately $13.5 million to approximately $15.4
million to provide matching funds for a grant that FirstEnergy was anticipating receiving from
the DOE.

15. On January 28, 2010, the Commission approved in part and rejected in part the
Revised Phase | EE&C Plan filed by Met Ed.** However, the Commission approved Met-Ed’s
requested modification of its Residential DLC Program budget to enable Met-Ed to obtain
matching funds of approximately $15.4 million required for the grant. The Commission
commended Met-Ed in its January 2010 Order for its efforts in obtaining a federal grant to
pursue energy efficiency and conservation efforts.*

16. On February 5, 2010, Met-Ed filed a Second Revised Phase | EE&C Plan. The
Second Revised Plan did not change or modify the Residential DLC Program. In an Order
entered February 26, 2010, the Commission approved Met-Ed’s Second Revised Phase | EE&C

Plan.'®

" October 2009 Order at 29-30.

' 1d. at 30.

3 Met-Ed submitted Revised Plans on December 2, 2009, corrected Revised Plans on December 23, 2009 and
further corrected Revised Plans on January 19, 2010. Unless otherwise indicated, the term “Revised Plans” as used
here refers to the January 19, 2010 version of the Revised Plans.

¥ Joint Petition of Metropolitan Edison Company, Pennsylvania Electric Company and Pennsylvania Power
Company for Consolidation of Proceedings and Approval of Energy Efficiency and Conservation Plans, Docket
Nos. M-2009-2092222, M-2009-2112952, and M-2009-2112956 (Order entered January 28, 2010) (“January 2010
Order”).

15 January 2010 Order at 60.

16 See e.g., Joint Petition of Metropolitan Edison Company, Pennsylvania Electric Company and Pennsylvania
Power Company for Consolidation of Proceedings and Approval of Energy Efficiency and Conservation Plans,
Docket Nos. M-2009-2092222, M-2009-2112952, and M-2009-2112956 (Order entered February 26, 2010).



17. On June 3, 2010, FirstEnergy obtained a signed agreement with the DOE for
grants totaling $57.4 million, including approximately $15.4 million for Met-Ed, which had been
awarded in October of 2009.

18. On February 14, 2011, Met-Ed submitted its “First Amended Plan” (“Amended
Plan”) under the Phase | EE&C Plan to the Commission. Met-Ed’s Amended Plan did not
change or modify Met-Ed’s Residential DLC Program. The Commission approved the Amended
Plan.'’

19. Met-Ed’s Residential DLC Program uses IDER technology to control customer
owned central air conditioning (“CAC”) systems. The Program pays an incentive to participants
who agree to have Smart Grid control and monitoring equipment installed on their CAC systems
by the Company that enables it to limit operation of the CAC systems during peak load periods.
Once the devices are installed, the utility has the ability to accurately measure and control
temperatures in the customer’s home for the duration of the load control event.

20.  To build and operate its IDER system, Met-Ed complied with the competitive
bidding requirements set forth in Act 129. In February 2010, requests for proposals were issued
for turnkey installation and operation of an IDER system. Bids were received in April 2010 and
a contract was awarded to BPL Global Ltd. in June 2010. Installation of the customer-sited
controllers was completed in April 2012,

21. The Residential DLC Program achieved an enrollment of approximately 21,500
customers. The recurring incentive for participating customers consists of $10.00 per each

participating summer month up to a maximum of $40.00. The Act 129 operation season for this

7 See e.g., Joint Petition of Metropolitan Edison Company, Pennsylvania Electric Company and Pennsylvania
Power Company for Consolidation of Proceedings and Approval of Energy Efficiency and Conservation Plans
(Joint Petition for Expedited Approval of Amendments to the Residential HVAC Program and Governmental &
Institutional Components of the C&I Equipment Programs), Docket Nos. M-2009-2092222, M-2009-2112952, and
M-2009-2112956 (Order entered March 18, 2011).



program began June 1, 2012 and ended September 30, 2012. The Program was successfully
activated 16 times during the summer of 2012, typically from noon — 6:00 P.M. on selected
weekdays.

C. 2012 Implementation Order

22. Pursuant to Act 129, the Commission is also charged with the responsibility to
evaluate the costs and benefits of the Phase | EE&C programs by November 30, 2013, and every
five years thereafter.’® The Commission must adopt, under Act 129, additional incremental
reductions in consumption if the benefits of the EE&C program exceed its costs.™®

23. In 2012, the Commission began the process of evaluating the costs and benefits of
the Phase | EE&C programs and establishing additional incremental reductions in consumption,
provided the benefits exceeded the costs. On August 3, 2012 the Commission adopted an
Implementation Order establishing standards for Phase 11 of the EE&C program—uwhich will run
from June 1, 2013 through May 31, 2016—requiring EDCs to adopt and implement cost-
effective plans to reduce energy consumption throughout the Commonwealth, consistent with its
Order.?® Demand reduction programs were not mandated by the Commission for Phase Il EE&C
plans. The 2012 Implementation Order set forth the required consumption reduction targets for
each EDC, as well as guidelines for implementing Phase 1l of the EE&C Program.

24. The Commission stated in the 2012 Implementation Order that 66 Pa. C.S.
82806.1(d)(2) does not confer upon the Commission the authority to impose any demand

reduction obligations on an EDC until a determination of the cost-effectiveness of the program

'8 66 Pa.C.S. § 2806.1(c)(3).

“d.

? Energy Efficiency and Conservation Program, Docket Nos. M-2012-2289411, M-208-2069887 (Order Entered
August 3, 2012) (“2012 Implementation Order”).



has been completed.?* The Commission explained that the statewide evaluator (“SWE™) had not
yet completed its demand response study, and that without that information, the Commission
would be unable to determine if the current peak demand reduction program design is cost-
effective.?? As such, and in conformity with the guidance of Act 129 with regard to peak
demand reduction programs, the Commission declined to set additional peak demand reduction
obligations for Phase Il. In practical effect, the 2012 Implementation Order eliminated the
requirement that EDCs achieve additional post-Phase | peak demand reduction targets until the
Commission has enough information to render a decision on the cost-effectiveness of these
programs. To properly evaluate cost-effectiveness, all costs including the decommissioning
costs associated with the Residential DLC Program, must be considered.

25. The agreement between Met-Ed and customers participating in the Residential
DLC Program did not allow participating customers to unilaterally leave the Program until after
the 2012 program year. However, in the summer of 2012, Met-Ed allowed customers
participating in the Program to terminate their contracts early. By September 30, 2012,
approximately 4,700 customers voluntarily left the program. Met-Ed removed approximately
2,100 IDER devices from customer’s homes and deactivated another 2,600 IDER devices. The
deactivated devices remain installed in customer’s homes. In total, as of September 30, 2012,
approximately 16,700 customers out of the original 21,500 participating customers remained in
the Program and 19,300 devices remain installed in customers’ homes.

26. The agreement between Met-Ed and customers participating in the Residential
DLC Program permits each customer to leave the Program and request the removal of the IDER

equipment. Upon notification that the program will not be active in 2013, the Company

21 2012 Implementation Order at 32-33, 42-43
?21d. at 32-33.



anticipates that a large number of customers will exercise their right to request removal of the
IDER equipment.

27. Since the Residential DLC Program is completed as of May 31, 2013, the cost
incurred to remove the IDER equipment, regardless of timing, is a properly incurred cost that
should be included in the overall Phase | program budget. Met-Ed is obligated as part of the
Residential DLC Program to remove any IDER equipment once a customer requests equipment
removal. In the event all customers request removal of the IDER equipment, the total cost to
support removal of the 19,300 IDER devices still installed in customer’s homes is estimated to
be $4,210,954.00. There is $226,783.00 remaining in the current program budget, resulting in a
necessary net budget increase for Met-Ed of $3,984,171.00. Therefore, Met-Ed asks the
Commission to authorize an increase in their Phase | EE&C Plan budget by $3,984,171.00. The
anticipated removal cost, including the requested budget increase, is within the two percent cap
limitation for Met-Ed’s Phase | EE&C Programs.

1.  COST RECOVERY

28. The Companies are authorized to recover the costs associated with developing

and implementing EE&C plans and programs.

In addition, Met-Ed is concurrently filing an
Amended Phase | EE&C Plan reflecting the proposed changes to the Residential DLC
Program.?*

A. Final Reconciliation of EE&C Phase | Costs

29. Phase | EE&C costs for the Companies will continue to accrue up to and through

September 30, 2013. As explained above, the computation period initially set forth in the

EE&C-C Rider for purposes of cost recovery was the 39-month period from March 1, 2010

2% See 66 Pa.C.S. 8§ 2806(a), (b) and (k); see also 66 Pa.C.S. § 1307.
# See Appendix C.
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through May 31, 2013. Therefore, the EE&C-C Rider must be modified to provide the
Companies the ability to recover Phase | costs that accrue beyond the initial 39-month
computational period ending May 31, 2013.

30. The Companies request approval to modify their respective EE&C-C Rider rates
effective June 1, 2013 allowing them to be computed by including a calculation of the net
remaining budgeted costs as of May 31, 2013 (including estimated costs of removing the
Residential DLC Program customer equipment) using cumulative actual revenues by class
through January 31, 2013, and the latest budgeted revenues for February 1, 2013 through May
31, 2013. Any net remaining EE&C costs will be recovered based on kilowatt-hour (“kWh”)
deliveries, except for the Industrial Class, which recovers cost on peak load share kilowatt
(“KW?”) basis for the period June 1, 2013 through May 31, 2014.

31. EE&C Phase I costs will continue to accrue by rate class through September 30,
2013. As of September 30, 2013, a final reconciliation of all actual costs incurred and actual
revenue collected through September 30, 2013 plus budgeted revenues for the period October 1,
2013 through December 31, 2013 will be performed. Any refund or recovery of under/over
collection resulting from the final reconciliation is proposed to be recovered or refunded in the
period January 1, 2014 through May 31, 2014.

32. The Companies respectfully request that the Commission approve this change to
their Phase | EE&C-C Rider rates to become effective on ten days’ notice.

B. Cost Recovery for IDER Program Costs

33. The original budget for the Residential DLC Program did not include equipment

removal costs, as discontinuance of the Program at the end of Phase | was not assumed.

11



34. Met-Ed has the obligation to remove all IDER equipment at the request of
participating customers. The total cost to support removal of the 19,300 IDER devices still
installed in customer’s homes is estimated to be $4,210,954.00. An increase in budget of
$3,984,171.00 is required to support removal. To the extent the funds are not completely
expended, customer’s funds would be treated as a deduction from rate base in any future rate
proceeding, treating this sum similar to customer deposits.

35.  The $4,210,954.00 cost associated with removal of the IDER equipment will be
included in the final reconciliation process described in Section IlI-A above. The anticipated
removal cost, including the requested budget increase, is within the two percent cap limitation
for Met-Ed’s Phase | EE&C Programs.

36. Because the 2012 Implementation Order did not establish a requirement that
EDCs achieve peak demand reduction targets in Phase Il, Met-Ed respectfully requests that the
Commission approve its request to recover the costs associated with suspending the Residential
DLC Program through Met-Ed’s currently effective Phase | EE&C-C Rider and the proposed
reconciliation process.

V. CONCLUSION

WHEREFORE, Metropolitan Edison Company, Pennsylvania Electric Company, and
Pennsylvania Power Company respectfully request that the Commission:
a. Grant the Companies’ Petition;
b. Approve the Companies’ request to extend the Rider and modify the
EE&C-C Rider rates to include recovery of program costs that will
continue to accrue until September 30, 2013, effective upon ten days’

notice; and

12



Dated: April 18,2013

Allow Met-Ed to recover $4,210,954.00, which includes a requested
$3,984,171.00 budget increase, to support costs associated with the
removal of customer-sited IDER equipment installed pursuant to the
Residential DLC Program as part of the final reconciliation of the Phase [
EE&C Program cost.

Respectfully submitted,

W VA i

. Povilaitis
ey No. 28944
ian C. Wauhop

Attorney No. 306695

Buchanan, Ingersoll & Rooney, P.C.
409 Second Street, Suite 500
Harrisburg, PA 17101-1357

Direct Dial: (717) 237-4825
Facsimile: (717) 233-0852

Email: John.Povilaitis@bipc.com

Kathy J. Kolich

Attorney No. 92203

FirstEnergy Service Company

76 South Main Street

Akron, OH 44309

Direct Dial: (330) 384-4580
Facsimile: (330) 384-3875

Email: kjkolich@firstenergycorp.com

Lauren M. Lepkoski

Attorney No. 94800

FirstEnergy Service Company

2800 Pottsville Pike

P.O. Box 16001

Reading, PA 19612-6001

Direct Dial: (610) 921-6203

Facsimile: (610) 939-8655

Email: llepkoski@firstenergycorp.com
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Met-Ed/Penelec/Penn Power Statement No. 1

BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

METROPOLITAN EDISON COMPANY
Docket No. M-2009-2092222

PENNSYLVANIA ELECTRIC COMPANY
Docket No. M-2009-2112952

PENNSYLVANIA POWER COMPANY
Docket No. M-2009-2112956

PHASE | ENERGY EFFICIENCY AND CONSERVATION PLAN FINAL
RECONCILIATION

Testimony
of
Kevin M. Siedt

List of Topics Addressed

Cost Recovery and Reconciliation of Program Costs



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

INTRODUCTION AND BACKGROUND

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is Kevin M. Siedt. My business address is 2800 Pottsville Pike, Reading

Pennsylvania 19612.

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?
I am employed by FirstEnergy Service Company as a State Regulatory Analyst in the

Rates and Regulatory Affairs Department — Pennsylvania.

AND WHAT ARE YOUR RESPONSIBILITIES AS STATE REGULATORY
ANALYST?

Generally, the Rates and Regulatory Affairs Department provides regulatory support for
Metropolitan Edison Company (“Met-Ed” or “Company”), Pennsylvania Electric
Company (“Penelec”), Pennsylvania Power Company (“Penn Power”) (collectively the
“Companies”). | support the development, preparation, and presentation of the
Companies’ retail electric rates and rules and regulations ensuring uniform administration
and interpretation in all their rate-related matters before the Pennsylvania Public Utility
Commission (“Commission”), as well as addressing, among other things, non-utility

generation costs, regulatory program cost recovery and other financial matters.

WHAT IS YOUR EDUCATIONAL BACKGROUND?
| obtained a Masters Degree in Business Administration from Moravian College in 1994.

I am also a graduate of Rowan University where | received a Bachelor of Science Degree
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11

12

13

14

15

16

17

18

19

20

21

22

23

with a major in Accounting and Finance in 1984. My work experience is more fully

described in Appendix A.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?
I am testifying on behalf of Met-Ed, Penelec, and Penn Power. My testimony equally

applies to all of the Companies, unless otherwise stated.

WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY?

The purpose of my testimony is to introduce and explain the Companies’ proposed final
reconciliation and cost recovery mechanism that will be used to recover the costs
incurred by the Companies during the implementation of their respective Phase | Energy
Efficiency and Conservation Plans (“EE&C Plans”) which are required by Act 129 of
2008, 66 Pa C.S. § 2806.1 (“Act 129”) and the Commission’s decision in Energy
Efficiency and Conservation Programs, Docket No. M-2008-2069887 (Implementation

Order entered January 16, 2009).

I will also be addressing the proposed mechanism for Met-Ed to fully recover the costs of
its Integrated Distributed Energy Reduction (“IDER”) program decommissioning costs,
including the length of the recovery period and the accounting associated with the

timeline for the incurrence of costs of decommissioning the IDER program.

MR. SIEDT, HAVE YOU PREPARED EXHIBITS TO ACCOMPANY YOUR

TESTIMONY?
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Yes. Met-Ed/Penelec/Penn Power Exhibits KMS-1 through KMS-4 were prepared by me

or under my supervision and are described in detail later in my testimony.

RIDER COST RECOVERY AND FINAL RECONCILIATION

MR. SIEDT, DO THE COMPANIES’ CURRENT TARIFFS HAVE IN PLACE
RATES THAT WILL RECOVER THE COSTS ASSOCIATED WITH THE
DEVELOPMENT AND IMPLEMENTATION OF THE PHASE | EE&C PLANS
AND RELATED PROGRAMS?

Yes, they do. The costs associated with the development and implementation of the
EE&C Plans and programs for Phase | were approved by the Commission in Docket Nos.
M-2009-2092222 (Met-Ed), M-2009-2112952 (Penelec), and M-2009-2112956 (Penn
Power) and are currently being recovered through the EE&C-C Rider included in each
Company’s tariff. Under the tariffs as currently approved, this recovery will end on May

31, 2013.

DO THE COMPANIES PROPOSE ANY CHANGES TO THE EXISTING EE&C-
C RIDERS?

Yes, through the Petition filed in this case, the Companies are asking for approval to
make certain changes to the existing EE&C-C Riders to ensure that all of the approved
Phase I costs incurred through May 31, 2013 are fully recovered. Since Phase I costs will
continue to accrue up to and through September 30, 2013, the EE&C-C Rider must be
modified for Met-Ed, Penelec, and Penn Power to recover those Phase | EE&C costs.

With these changes, the EE&C-C Rider rate effective June 1, 2013 will be computed by
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calculating the net remaining budgeted costs as of May 31, 2013 using cumulative actual
revenues by class through January 31, 2013 and the latest budgeted revenues for February
1, 2013 through May 31, 2013. Any net remaining EE&C costs will be recovered based
on kWh deliveries for the period June 1, 2013 through May 31, 2014. The Phase | Plan

has been amended to reflect these changes at Appendix C, on pages 120-21.

Program costs, including saving measurement, administration, and consulting costs will
continue to accrue by rate class through September 30, 2013. As of September 30, 2013,
a final reconciliation of all actual costs incurred and actual revenue collected through
September 30, 2013 plus budgeted revenues for the period October 1, 2013 through
December 31, 2013 will be performed, resulting in a refund of any over-collection by
class or recovery of any under-collection by class for a recovery period from January 1,
2014 through May 31, 2014. The Phase | Plan has been amended to reflect these changes

at Appendix C on page 39.

Upon Commission approval, the Companies request that the change to the Phase | EE&C
Riders rate become effective on ten days notice. Copies of the Phase | EE&C-C Rider
for Met-Ed, Penelec, and Penn Power are included as Met-Ed/Penelec/Penn Power
Exhibits KMS-1 through KMS-3 respectively. The calculation of the new EE&C-C rates

for each of the Companies is included as Met-Ed/Penelec/Penn Power Exhibit KMS-4.
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IDER DECOMMISSIONING

WHAT TYPE OF ADDITIONAL COSTS ARE BEING INCLUDED IN THE
PETITION TO REVISE THE PHASE | EE&C PLAN?

The Residential Direct Load Control program that was initiated as part of the Phase |
EE&C Plan has been suspended until such time that a Commission Order investigating
the cost effectiveness of the demand response programs is issued. As a result, this
program was not included as part of the Companies Phase Il EE&C Plan. The Phase |
Plan has been amended to reflect these changes at Appendix C on pages 30-31.
Customers who participated in the program are entitled to have the equipment that was

installed removed or decommissioned.

WHICH COMPANY DOES THIS EFFECT?

Met-Ed was the only FirstEnergy Pennsylvania utility that utilized the IDER technology.

WHAT ARE THE COSTS THAT MET-ED WOULD RECOVER?

As Mr. Richard explained in his testimony, the total decommissioning budget for the
IDER program would be $4,210,954.00, with $226,783.00 coming from funds remaining
in Met-Ed’s current program budget, for a net budget increase for Met-Ed Residential

class of $3,984,171.00.

HOW WILL THESE COSTS BE RECOVERED?
The costs will be recovered utilizing the final reconciliation process that | proposed in

Section Il of my testimony.
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HOW WILL THE COSTS BE INCURRED BY MET-ED AND OVER WHAT
PERIOD OF TIME?

Customers will be notified that the IDER program has been suspended and will not be
offered during the summer of 2013. Upon this notification, customers may request that
the equipment associated with the IDER program be removed. Met-Ed will then
schedule workers to remove the equipment. At this point, there is no way to estimate the
actual number of requests that the Company will receive. Therefore, the budget estimate
represents complete removal of all equipment, since all customers are entitled to have the

equipment removed.

HOW WILL THE DECOMMISSIONING COSTS BE ACCOUNTED FOR?

The accounting for the IDER decommissioning costs will be similar to the process set up
for nuclear decommissioning. Revenues will be collected through the EE&C-C charge,
with a regulatory expense and associated regulatory liability account increase for every
dollar collected. As costs are actually incurred, the regulatory liability account will be
reduced until there is no additional removal requests expected. At that point, any
remaining balance in the regulatory liability account could at a future point in time be
returned to customers. In the meantime, the customer’s funds would be treated as a
deduction from rate base in any future rate proceeding, treating this sum similar to

customer deposits.



10

11

12

13

14

15

16

17

18

19

CONCLUSION

BASED ON YOUR EXPERIENCE, DO YOU BELIEVE THAT THE
COMPANIES’ PHASE | EE&C-C RIDERS AS DESCRIBED IN YOUR
TESTIMONY MEET THE REQUIREMENTS FOR A RECONCILABLE
ADJUSTMENT CLAUSE TARIFF MECHANISM AS SET FORTH IN 66 PA.C.S.
§ 1307?

Yes, they meet the requirements of 66 Pa.C.S. § 1307, as well as the provisions included

in the Commission’s 2009 and 2012 Implementation Orders and Act 129.

WILL THE COMPANIES CONTINUE TO FILE WITH THE COMMISSION
ANY REPORTS RELATED TO THE PHASE | EE&C-C RIDERS?

Yes. As stated in each of the Companies’ Phase | EE&C-C Riders, an annual report that
sets forth the revenues and costs will be filed with the Commission by June 30™ of each
year. These reconciliations will be provided by customer class and will be subject to

annual review and audit by the Commission.

MR. SIEDT, DOES THIS COMPLETE YOUR DIRECT TESTIMONY?

Yes, it does.
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Bachelor of Science Degree- Accounting/Finance, Rowan University,
Glassboro, New Jersey
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METROPOLITAN EDISON COMPANY Met-Ed/Penelec/Penn Power/West Penn
Phase | EE&C Plan
Exhibit KMS-1
RIDER O
ENERGY EFFICIENCY AND CONSERVATION CHARGE RIDER

A Phase | Energy Efficiency and Conservation Charge (“Phase | EE&C-C”)
shall be applied to each Billing Unit during a billing month to Customers served under
this Tariff, with the exception of those served under Borderline Service rates. Billing
Units are defined as follows:

Residential, Non-profit, Commercial, and
Street Lighting Customer Classes: Per kWh

Industrial Customer Class: Per kW

Residential, Non-profit, Commercial, and Street Lighting Customer Class rates
will be calculated to the nearest one-thousandth of a cent per kWh. Industrial Customer
Class rates will be calculated to the nearest one-hundredth of a dollar per KW. The
Phase | EE&C-C rates shall be calculated separately for each Customer Class according
to the provisions of this rider.

For service rendered June 1, 2013 through December 31, 2013 the Phase | EE&C-C rates
billed by Customer Class are as follows:

Residential Customer Class (Rate RS and Rate RT):

0.074 cents per kwWh.

Non-profit Customer Class (Rate GS — Volunteer Fire Company, and Non-Profit
Ambulance Service, Rescue Squad and Senior Center Service Rate and Rate MS):

0.108 cents per kwWh.

Commercial Customer Class (Rate GS-Small, Rate GS-Medium, and Outdoor
Lighting Service):

(0.003) cents per kwWh.

Street Lighting Customer Class (Street Lighting Service and Ornamental Street
Lighting Service):

0.313 cents per kWh.

Industrial Customer Class (Rate GS-Large, Rate GP, and Rate TP):

($0.02) per kw.

Issued: April 1, 2013 Effective: June 1, 2013



METROPOLITAN EDISON COMPANY Met-Ed/Penelec/Penn Power/West Penn

Rider O (continued)

Phase | EE&C Plan
Exhibit KMS-1

RIDERS

The Phase | EE&C-C rates by Customer Class shall be calculated in accordance with the
formula set forth below:

Where:

EEC-C =

EECc =

EECExp1 =

EEC Exp2 —

EEC-C=[(EECc-E)/S] X[1/(1-T)]

EEC: = EECEXpl + EECEsz + EECEXp3 + EECEXp4

The charge in cents per Billing Unit by Customer Class as defined by this
rider applied to each Billing Unit for the Rate Schedules identified in this
rider.

The Energy Efficiency and Conservation Costs by Customer Class
projected to be incurred by the Company for the Phase | EE&C-C
Computational Period calculated in accordance with the formula shown
above.

Costs incurred associated with the Customer Class specific Phase | EE&C
Programs as approved by the Commission for the Phase | EE&C-C
Computation Period by Customer Class. These costs also include an
allocated portion of any indirect costs incurred associated with all the
Company’s Phase | EE&C Programs for the Phase | EE&C-C
Computational Period.

An allocated portion of incremental administrative start-up costs incurred
by the Company through February 28, 2010 in connection with the
development of the Company’s Phase | EE&C Programs in response to
the Commission’s orders and guidance at Docket No. M-2008-2069887.
These costs to design, create, and obtain Commission approval for the
Company’s Phase | EE&C Programs include, but are not limited to,
consultant costs, legal fees, and other direct and indirect costs associated
with the development and implementation of the Company’s Phase |
EE&C Programs in compliance with Commission directives.



METROPOLITAN EDISON COMPANY Met-Ed/Penelec/Penn Power/West Penn
Phase | EE&C Plan
Exhibit KMS-1

RIDERS

Rider O (continued)

EECexps= An allocated portion of the costs the Company incurs to fund the
Commission’s statewide evaluator contract which shall be excluded in the
final determination of the Act 129 limitation on the Company’s Phase |
EE&C Programs costs.

EECexps =  Anallocated portion of energy-related costs to be paid to PJM for the
Economic Load Response Program, or any successor PJM program,
incurred by the Company as the load serving entity.

E= The cumulative over or under-collection of Phase | EE&C costs by
Customer Class that results from the billing of the Phase | EE&C-C rates
(an over-collection is denoted by a positive E and an under-collection by a
negative E).

S= The Company’s projected Billing Units (kWh sales delivered to all
Customers in the specific Customer Class or kW demand based on PJIM
Peak Load Contribution).

T= The Pennsylvania gross receipts tax rate in effect during the billing month
expressed in decimal form as reflected in the Company’s base rates.

All capitalized terms not otherwise defined in this rider shall have the definitions
specified in the Definitions of Terms section of this tariff. For the purpose of this rider, the
following additional definitions shall apply:

1. Phase | EE&C-C Computational Period — The 39-month period from March 1, 2010
through May 31, 2013.

2. Phase | EE&C-C Reconciliation Year — The 12-month period ending May 31 each
year for the duration of this rider.

3. Peak Load Contribution — A Customer’s contribution to a zone’s normalized summer
peak load, as estimated by the Company.

4. Final Reconciliation — At the conclusion of the accumulation of all approved program
costs outlined in this rider on September 31, 2013, a final reconciliation of actual
program costs and actual revenues received shall be completed. The final Phase |
EE&C-C rate reflecting the Final Reconciliation shall be effective January 1, 2014.

Upon determination that the Phase | EE&C-C rates, if left unchanged, would result in
material over or under-collection of all recoverable costs incurred or expected to be incurred by



METROPOLITAN EDISON COMPANY Met-Ed/Penelec/Penn Power/West Penn
Phase | EE&C Plan
Exhibit KMS-1

RIDERS

Customer Class, the Company may request that the Commission approve one or more interim
revisions to the Phase | EE&C-C rates to become effective thirty (30) days from the date of
filing, unless otherwise ordered by the Commission.

The Company shall file an annual report of collections under this rider within thirty (30)
days following the conclusion of each Phase | EE&C-C Reconciliation Year.

At the conclusion of the duration of this reconciliation rider, the Company is authorized
to recover or refund any remaining amounts not reconciled at that time under such mechanism as
approved by the Commission. The Company will continue to accumulate all approved program
costs for Phase I until September 31, 2013. A Final Reconciliation will be performed by rate
class, comparing actual program costs with actual revenues received from Phase | EE&C-C
rates. Any over-collection will be refunded to customers and any under-collection will be
charged to customers through the Phase | EE&C-C rate to be effective January 1, 2014, until all
amounts determined by the Final Reconciliation have been collected or refunded.

Application of the Phase | EE&C-C rates shall be subject to annual review and audit by
the Commission.



PENNSYLVANIA ELECTRIC COMPANY Met-Ed/Penelec/Penn Power/West Penn
Phase | EE&C Plan
Exhibit KMS-2
RIDER L
ENERGY EFFICIENCY AND CONSERVATION CHARGE RIDER

A Phase | Energy Efficiency and Conservation Charge (“Phase | EE&C-C”)
shall be applied to each Billing Unit during a billing month to Customers served under
this Tariff, with the exception of those served under Borderline Service rates. Billing
Units are defined as follows:

Residential, Non-profit, Commercial, and
Street Lighting Customer Classes: Per kWh

Industrial Customer Class: Per kW

Residential, Non-profit, Commercial, and Street Lighting Customer Class rates
will be calculated to the nearest one-thousandth of a cent per kWh. Industrial Customer
Class rates will be calculated to the nearest one-hundredth of a dollar per KW. The
Phase | EE&C-C rates shall be calculated separately for each Customer Class according
to the provisions of this rider.

For service rendered June 1, 2013 through December 31, 2013 the Phase | EE&C-C rates
billed by Customer Class are as follows:

Residential Customer Class (Rate RS and Rate RT):

0.043 cents per kwWh.

Non-profit Customer Class (Rate GS — Volunteer Fire Company, and Non-Profit
Ambulance Service, Rescue Squad and Senior Center Service Rate and Rate H):

0.047 cents per kwWh.

Commercial Customer Class (Rate GS-Small, Rate GS-Medium, and Outdoor
Lighting Service):

0.039 cents per kwWh.

Street Lighting Customer Class (High Pressure Sodium Vapor Street Lighting
Service, and Municipal Street Lighting Service):

0.547 cents per kwWh.

Industrial Customer Class (Rate GS-Large, Rate GP, and Rate LP):

$0.02 per kW.

Issued: April 1, 2013 Effective: June 1, 2013



PENNSYLVANIA ELECTRIC COMPANY Met-Ed/Penelec/Penn Power/West Penn

Rider O (continued)

Phase | EE&C Plan
Exhibit KMS-2

RIDERS

The Phase | EE&C-C rates by Customer Class shall be calculated in accordance with the
formula set forth below:

Where:

EEC-C =

EECc =

EECExp1 =

EEC Exp2 —

EEC-C=[(EECc-E)/S] X[1/(1-T)]

EEC: = EECEXpl + EECEsz + EECEXp3 + EECEXp4

The charge in cents per Billing Unit by Customer Class as defined by this
rider applied to each Billing Unit for the Rate Schedules identified in this
rider.

The Energy Efficiency and Conservation Costs by Customer Class
projected to be incurred by the Company for the Phase | EE&C-C
Computational Period calculated in accordance with the formula shown
above.

Costs incurred associated with the Customer Class specific Phase | EE&C
Programs as approved by the Commission for the Phase | EE&C-C
Computation Period by Customer Class. These costs also include an
allocated portion of any indirect costs incurred associated with all the
Company’s Phase | EE&C Programs for the Phase | EE&C-C
Computational Period.

An allocated portion of incremental administrative start-up costs incurred
by the Company through February 28, 2010 in connection with the
development of the Company’s Phase | EE&C Programs in response to
the Commission’s orders and guidance at Docket No. M-2008-2069887.
These costs to design, create, and obtain Commission approval for the
Company’s Phase | EE&C Programs include, but are not limited to,
consultant costs, legal fees, and other direct and indirect costs associated
with the development and implementation of the Company’s Phase |
EE&C Programs in compliance with Commission directives.



PENNSYLVANIA ELECTRIC COMPANY Met-Ed/Penelec/Penn Power/West Penn
Phase | EE&C Plan
Exhibit KMS-2

RIDERS

Rider O (continued)

EECexps= An allocated portion of the costs the Company incurs to fund the
Commission’s statewide evaluator contract which shall be excluded in the
final determination of the Act 129 limitation on the Company’s Phase |
EE&C Programs costs.

EECexps =  Anallocated portion of energy-related costs to be paid to PJM for the
Economic Load Response Program, or any successor PJM program,
incurred by the Company as the load serving entity.

E= The cumulative over or under-collection of Phase | EE&C costs by
Customer Class that results from the billing of the Phase | EE&C-C rates
(an over-collection is denoted by a positive E and an under-collection by a
negative E).

S= The Company’s projected Billing Units (kWh sales delivered to all
Customers in the specific Customer Class or kW demand based on PJIM
Peak Load Contribution).

T= The Pennsylvania gross receipts tax rate in effect during the billing month
expressed in decimal form as reflected in the Company’s base rates.

All capitalized terms not otherwise defined in this rider shall have the definitions
specified in the Definitions of Terms section of this tariff. For the purpose of this rider, the
following additional definitions shall apply:

1. Phase | EE&C-C Computational Period — The 39-month period from March 1, 2010
through May 31, 2013.

2. Phase | EE&C-C Reconciliation Year — The 12-month period ending May 31 each
year for the duration of this rider.

3. Peak Load Contribution — A Customer’s contribution to a zone’s normalized summer
peak load, as estimated by the Company.

4. Final Reconciliation — At the conclusion of the accumulation of all approved program
costs outlined in this rider on September 31, 2013, a final reconciliation of actual
program costs and actual revenues received shall be completed. The final Phase |
EE&C-C rate reflecting the Final Reconciliation shall be effective January 1, 2014.

Upon determination that the Phase | EE&C-C rates, if left unchanged, would result in
material over or under-collection of all recoverable costs incurred or expected to be incurred by



PENNSYLVANIA ELECTRIC COMPANY Met-Ed/Penelec/Penn Power/West Penn
Phase | EE&C Plan
Exhibit KMS-2

RIDERS

Customer Class, the Company may request that the Commission approve one or more interim
revisions to the Phase | EE&C-C rates to become effective thirty (30) days from the date of
filing, unless otherwise ordered by the Commission.

The Company shall file an annual report of collections under this rider within thirty (30)
days following the conclusion of each Phase | EE&C-C Reconciliation Year.

At the conclusion of the duration of this reconciliation rider, the Company is authorized
to recover or refund any remaining amounts not reconciled at that time under such mechanism as
approved by the Commission. The Company will continue to accumulate all approved program
costs for Phase | until September 31, 2013. A Final Reconciliation will be performed by rate
class, comparing actual program costs with actual revenues received from Phase | EE&C-C
rates. Any over-collection will be refunded to customers and any under-collection will be
charged to customers through the Phase | EE&C-C rate to be effective January 1, 2014, until all
amounts determined by the Final Reconciliation have been collected or refunded.

Application of the Phase | EE&C-C rates shall be subject to annual review and audit by
the Commission.



PENNSYLVANIA POWER COMPANY Met-Ed/Penelec/Penn Power/West Penn
Phase | EE&C Plan
Exhibit KMS-3

ENERGY EFFICIENCY AND CONSERVATION CHARGE RIDER

A Phase | Energy Efficiency and Conservation Charge (“Phase | EE&C-C”)
shall be applied to each Billing Unit during a billing month to Customers served under
this Tariff, with the exception of those served under Borderline Service rates. Billing
Units are defined as follows:

Residential, Non-profit, Commercial, and
Street Lighting Customer Classes: Per kWh

Industrial Customer Class: Per kW

Residential, Non-profit, Commercial, and Street Lighting Customer Class rates
will be calculated to the nearest one-thousandth of a cent per kwWh. Industrial Customer
Class rates will be calculated to the nearest one-hundredth of a dollar per KW. The
Phase | EE&C-C rates shall be calculated separately for each Customer Class according
to the provisions of this rider.

For service rendered June 1, 2013 through December 31, 2013 the Phase | EE&C-C rates
billed by Customer Class are as follows:

Residential Customer Class (Rate Schedules RS; RS Optional Controlled Service Rider;
RH; RH Water Heating Option; and WH):

(D)
0.016 cents per kWh.
Non-profit Customer Class (Rate Schedule GS Special Provision for VVolunteer Fire
Companies, Non-Profit Senior Citizen Centers, Non-Profit Rescue Squads, and Non-
Profit Ambulance Services, and Rate PNP):
(D)
(0.029) cents per kWh.
Commercial Customer Class (Rate Schedules GS, GS Special Rule GSDS, GS Optional
Controlled Service Rider, GM, GM Optional Controlled Service Rider, PLS, OH With
Cooling Capabilities, OH Without Cooling Capabilities, and WH Non-Residential):
Q)
(0. 001) cents per kwh.
Street Lighting Customer Class (Rate Schedules SV, SVD, and SM):
Q)
0.192 cents per kWh.
Industrial Customer Class (Rate Schedules GP and GT):
< m

($0.01) per kw.

Issued: April 1, 2013 Effective: June 1, 2013



PENNSYLVANIA POWER COMPANY Met-Ed/Penelec/Penn Power/West Penn

Rider O (continued)

Phase | EE&C Plan
Exhibit KMS-3

RIDERS

The Phase | EE&C-C rates by Customer Class shall be calculated in accordance with the
formula set forth below:

Where:

EEC-C =

EECc =

EECexp1 =

EECEpo =

EEC-C=[(EECc-E)/S] X[1/(1-T)]

EECc = EECExpl + EECEXp2 + EECExp3 + EECEXP4

The charge in cents per Billing Unit by Customer Class as defined by this
rider applied to each Billing Unit for the Rate Schedules identified in this
rider.

The Energy Efficiency and Conservation Costs by Customer Class
projected to be incurred by the Company for the Phase | EE&C-C
Computational Period calculated in accordance with the formula shown
above.

Costs incurred associated with the Customer Class specific Phase | EE&C
Programs as approved by the Commission for the Phase | EE&C-C
Computation Period by Customer Class. These costs also include an
allocated portion of any indirect costs incurred associated with all the
Company’s Phase | EE&C Programs for the Phase | EE&C-C
Computational Period.

An allocated portion of incremental administrative start-up costs incurred
by the Company through February 28, 2010 in connection with the
development of the Company’s Phase | EE&C Programs in response to
the Commission’s orders and guidance at Docket No. M-2008-2069887.
These costs to design, create, and obtain Commission approval for the
Company’s Phase | EE&C Programs include, but are not limited to,
consultant costs, legal fees, and other direct and indirect costs associated
with the development and implementation of the Company’s Phase |
EE&C Programs in compliance with Commission directives.



PENNSYLVANIA POWER COMPANY Met-Ed/Penelec/Penn Power/West Penn
Phase | EE&C Plan
Exhibit KMS-3

RIDERS

Rider O (continued)

EECexp3 = An allocated portion of the costs the Company incurs to fund the
Commission’s statewide evaluator contract which shall be excluded in the
final determination of the Act 129 limitation on the Company’s Phase |
EE&C Programs costs.

EECexps = An allocated portion of energy-related costs to be paid to PJM for the
Economic Load Response Program, or any successor PJM program,
incurred by the Company as the load serving entity.

E= The cumulative over or under-collection of Phase | EE&C costs by
Customer Class that results from the billing of the Phase | EE&C-C rates
(an over-collection is denoted by a positive E and an under-collection by a
negative E).

S= The Company’s projected Billing Units (kWh sales delivered to all
Customers in the specific Customer Class or kW demand based on PJIM
Peak Load Contribution).

T= The Pennsylvania gross receipts tax rate in effect during the billing month
expressed in decimal form as reflected in the Company’s base rates.

All capitalized terms not otherwise defined in this rider shall have the definitions
specified in the Definitions of Terms section of this tariff. For the purpose of this rider, the
following additional definitions shall apply:

1. Phase | EE&C-C Computational Period — The 39-month period from March 1, 2010
through May 31, 2013.

2. Phase | EE&C-C Reconciliation Year — The 12-month period ending May 31 each
year for the duration of this rider.

3. Peak Load Contribution — A Customer’s contribution to a zone’s normalized summer
peak load, as estimated by the Company.

4. Final Reconciliation — At the conclusion of the accumulation of all approved program
costs outlined in this rider on September 31, 2013, a final reconciliation of actual
program costs and actual revenues received shall be completed. The final Phase |
EE&C-C rate reflecting the Final Reconciliation shall be effective January 1, 2014.

Upon determination that the Phase | EE&C-C rates, if left unchanged, would result in
material over or under-collection of all recoverable costs incurred or expected to be incurred by



PENNSYLVANIA POWER COMPANY Met-Ed/Penelec/Penn Power/West Penn
Phase | EE&C Plan
Exhibit KMS-3

RIDERS

Customer Class, the Company may request that the Commission approve one or more interim
revisions to the Phase | EE&C-C rates to become effective thirty (30) days from the date of
filing, unless otherwise ordered by the Commission.

The Company shall file an annual report of collections under this rider within thirty (30)
days following the conclusion of each Phase | EE&C-C Reconciliation Year.

At the conclusion of the duration of this reconciliation rider, the Company is authorized
to recover or refund any remaining amounts not reconciled at that time under such mechanism as
approved by the Commission. The Company will continue to accumulate all approved program
costs for Phase | until September 31, 2013. A Final Reconciliation will be performed by rate
class, comparing actual program costs with actual revenues received from Phase | EE&C-C
rates. Any over-collection will be refunded to customers and any under-collection will be
charged to customers through the Phase | EE&C-C rate to be effective January 1, 2014, until all
amounts determined by the Final Reconciliation have been collected or refunded.

Application of the Phase | EE&C-C rates shall be subject to annual review and audit by
the Commission.



Calculation of Metropolitan Edison Company's Energy Efficiency and Conservation ("EEC") Charge ("EEC-C") Rates
Effective June 1, 2013

Met-Ed
Line Residential
No. Description Customer Class
1)

1 Met-Ed Actual Costs through January 31, 2013 53,782,210
5 Met-Ed Forecasted Costs for the period February 1, 2013

through May 31, 2013 $ 11,740,867
3 Met-Ed's Estimated EEC Program Costs for 48 Months

Ending May 31, 2013 (PUC Table 5 x 4 years) $ 65,523,077
4

PJM Peak Demand Program (PUC Table 6A) $ -
5 Credit for PIM Revenues received $ (135,536)
6 Met-Ed Subtotal subject to 2% cap (Sum Lines 3-5) $ 65,387,541
7 Met-Ed's Share of Statewide Evaluator Costs $ 706,171
8 Total EEC Costs for 48 months Ending May 31, 2013

(Sum Line 6 + 7) $ 66,093,712
9 EEC-C Revenue collected through January 2013, net of

PA Gross Receipts Tax) $ 55,062,239
10 Budgeted EEC-C Revenues February 1, 2013 through

May 31, 2013 $ 7,466,191
11 Remaining EEC Costs to be collected June 1, 2013 to

May 31, 2014 (Line 8- Lines 9 - Line 10) $ 3,565,282

Customer Class Projected Kilowatt-Hours ("kWh'")
12 Delivered or Peak Load Contribution Kilowatt ("kW") for

June 1, 2013 to May 31, 2014 5,080,640,963
13 EEC-C Rates Before Pa Gross Receipts Tax Gross-Up

Factor (Line 11/ Line 12) $ 0.00070
14 Pa Gross Receipts Tax Gross-Up Factor [1/ (1-T) with T =

5.90% Pa Gross Receipts Tax in Base Rates] 1.062699
15 Proposed EEC-C Rates Effective June 1, 2013 (Line 13

X Line 14) $ 0.00074

kWhs

per kWh

per kWh

Met-Ed
Non-profit
Customer Class
2

242,605
$ 79,722
$ 322,327
$ -
$ R
$ 322,327
$ 3,479
$ 325,806
$ 206,939
$ 54,451
$ 64,415
63,449,127
$ 0.00102
1.062699
$ 0.00108

kWhs

per kWh

per kWh

Met-Ed
Commercial
Customer Class

3)
11,089,203

$ 3,039,135

$ 14,128,338

$ 628,894

$ (7,012)

$ 14,750,220

$ 152,997

$ 14,903,217

$ 13,362,933

$ 1,636,806

$ (96,522)

2,872,924,473

$ (0.00003)
1.062699
$ (0.00003)

kWhs

per kWh

per kWh

Met-Ed
Street Lighting
Customer
Class
(4)

3,329,466

$ 476,129
$ 3,805,595
$ -
$ -
$ 3,805,595
$ 41,076
$ 3,846,671
$ 3,290,154
$ 472,432
$ 84,085
28,496,789

$ 0.00295

1.062699
$ 0.00313

kWhs

per kWh

per kWh

Met-Ed
Industrial
Customer Class

()
7,053,519

$ 465,275

$ 7,518,794

$ 5,841,277

$ (5,344)

$ 13,354,727

$ 101,919

$ 13,456,646

$ 10,551,219

$ 3,124,778

$ (219,351)
9,867,720

$ (0.02223)
1.062699

$ (0.02)
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Met-Ed
Total
(6)

$ 75,497,003

$ 15,801,128

$ 91,298,131

$ 6,470,171

$ (147,891)
2% of 2006 Annual Revenues

$ 97,620,411 $ 99,467,576
$ 1,005,642

$ 98,626,053

$ 82,473,484

$ 12,754,659

$ 3,397,910

kWs

per kW

per kW

(A) Pennsylvania's Act 129 of 2008 states that the maximum annual cost recovery for Energy Efficiency and Conservation Programs cannot exceed 2% of the electric distribution company's total annual revenue as of December 31, 2006.



Calculation of Pennsylvania Electric Company's Energy Efficiency and Conservation ("EEC") Charge ("EEC-C") Rates
Effective June 1, 2013

Line Penelec Residential
No. Description Customer Class
1)

1 Penelec Actual Costs through January 31, 2013 $ 35,483,990
5 Penelec Forecasted Costs for the period February 1, 2013

through May 31, 2013 $ 15,044,836
3 Penelec's Estimated EEC Program Costs for 48 Months

Ending May 31, 2013 (PUC Table 5 x 4 years) $ 50,528,826
4

PJM Peak Demand Program (PUC Table 6A) $ -
5 Credit for PJM revenues received $ (1,924)
6 Penelec Subtotal subject to 2% cap (Sum Lines 3-5) $ 50,526,902
7 Penelec's Share of Statewide Evaluator Costs $ 542,718
8 Total EEC Costs for 48 months Ending May 31, 2013

(Sum Line 6 + 7) $ 51,069,620
9 EEC-C Revenue collected through January 31, 2013, net

of PA Gross Receipts Tax) $ 43,385,931
10 Budgeted EEC-C Revenues February 1, 2013 to May 31,

2013 $ 6,058,598
11 Remaining EEC Costs to be collected June 1, 2013 - May

31, 2014 (Line 8 - Lines 9 - Line 10) $ 1,625,091

Customer Class Projected Kilowatt-Hours ("kWh")
12 Delivered or Peak Load Contribution Kilowatt ("kW") for

June 1, 2013 to May 31, 2014 4,090,305,809
13 EEC-C Rates Before Pa Gross Receipts Tax Gross-Up

Factor (Line 11/ Line 12) $ 0.00040
14 Pa Gross Receipts Tax Gross-Up Factor [1/ (1-T) with T

= 5.90% Pa Gross Receipts Tax in Base Rates] 1.062699

Proposed EEC-C Rates Effective November 1, 2012
15 (Line 13 X Line 14) $ 0.00043

(A) Pennsylvania's Act 129 of 2008 states that the maximum annual cost recovery for Energy Efficiency and Conservation Programs cannot exceed 2% of the electric distribution company's total annual revenue as of December 31, 2006.

kWhs

per kWh

per kWh

Penelec
Non-profit
Customer Class

Penelec

Commercial
Customer Class

(@)

$ 185,683 $
$ 70,211 $
$ 255,894 $
$ - $
$ - $
$ 255,894 $
$ 2,571 $
$ 258,465 $
$ 188,934 $
$ 46,818 $
$ 22,713 $

51,764,706  kWhs

(3)
12,719,613

2,162,740

14,882,353

263,341
(11,411)
15,134,283

150,305

15,284,588

12,387,136

1,617,460

1,279,992

3,500,534,080

0.00037 perkWh $

1.062699

$ 0.00044 perkWh $
1.062699
$ 0.00047 perkWh $

0.00039 per kWh $

kWhs
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(A)

(22,800) 2% of 2006 Annual Revenues

Penelec
Street Lighting Penelec
Customer Industrial Customer Penelec
Class Class Total
(4) (5) (6)
1,612,653 $ 6,653,948 $ 56,655,888
1,292,288 $ 1,540,620 $ 20,110,694
2,904,941 $ 8,194,568 $ 76,766,582
- $ 5,972,704 $ 6,236,045
- $ (9,465) $
2,904,941 $ 14,157,807 $ 82,979,827 $
29,564 $ 107,036 $ 832,194
2,934,505 $ 14,264,843 $ 83,812,021
2,538,210 $ 11,330,222 $ 69,830,434
185,437 $ 2,736,135 $ 10,644,447
210,858 $ 198,486 $ 3,337,140

40,914,989 kWhs

0.00515 perkWh $

1.062699

10,133,832 kWs

0.01959 per kW

1.062699

0.00547 per kWh $

0.02 per kW

91,898,968



Calculation of Pennsylvania Power Company's Energy Efficiency and Conservation ("EEC") Charge ("EEC-C") Rates
Effective June 1, 2013

Penn Power

Line Residential
No. Description Customer Class
1)
1 Penn Power Actual Costs through January 31, 2013 $ 10,907,956
5 Penn Power Forecasted Costs for the period February 1,
2013 through May 31, 2013 $ 2,557,789
3 Penn Power's Estimated EEC Program Costs for 48
Months Ending May 31, 2013 (PUC Table 5 x 4 years) $ 13,465,745
4
PJM Peak Demand Program (PUC Table 6A) $ -
5 Credit for PIM revenues received $ (24,523)
6 Penn Power Subtotal subject to 2% cap (Sum Lines 3-5) $ 13,441,222
‘ Penn Power's Share of Statewide Evaluator Costs $ 74,618
8 Total EEC Costs for 48 months Ending May 31, 2013
(Sum Line 6 +7) $ 13,515,840
9 EEC-C Revenue collected through January 31, 2013 net of
PA Gross Receipts Tax) $ 11,848,632
10 Budgeted EEC-C Revenues February 1, 2013 to May 31,
2013 $ 1,432,696
11 Remaining EEC Costs to be collected June 1, 2013 - May
31, 2014 (Line 8 - Lines 9- Line 10) $ 234,512
Customer Class Projected Kilowatt-Hours ("kWh")
12 Delivered or Peak Load Contribution Kilowatt ("kW") for
June 1, 2013 - May 31, 2014 1,563,026,477 kWhs
13 EEC-C Rates Before Pa Gross Receipts Tax Gross-Up
Factor (Line 11/ Line 12) $ 0.00015 per kWh
14 Pa Gross Receipts Tax Gross-Up Factor [1/ (1-T) with T =
5.90% Pa Gross Receipts Tax in Base Rates] 1.046025
15 Proposed EEC-C Rates Effective November 1, 2012
(Line 13 X Line 14) $ 0.00016 per kWh

(A) Pennsylvania's Act 129 of 2008 states that the maximum annual cost recovery for Energy Efficiency and Conservation Programs cannot exceed 2% of the electric distribution company's total annual revenue as of December 31, 2006.

Penn Power

Non-profit
Customer Class
2
$ 16,113
$ (244)
$ 15,869
$ -

$ -
$ 15,869
$ 84
$ 15,953
$ 17,102
$ (458)
$ (691)
2,455,450
$ (0.00028)
1.046025
$ (0.00029)

kWhs

per kWh

per kWh

Penn Power

Commercial
Customer Class
3)
$ 3,659,249
$ 951,775
$ 4,611,024
$ 260,842
$ (52,395)
$ 4,819,471
$ 25,054
$ 4,844,525
$ 4,364,249
$ 490,924
$ (10,648)
1,320,351,566 kWhs
$ (0.00001)  per kwh
1.046025
$ (0.00001)  per kwh

Penn Power
Street Lighting

Customer
Class
4

$ 201,720

$ 139,825

$ 341,545

$ -

$ -

$ 341,545

$ 1,809

$ 343,354

$ 268,071

$ 63,875

$ 11,408
6,199,416  kWhs

$ 0.00184  per kWh
1.046025

$ 0.00192  per kWh

Penn Power

Industrial
Customer Class
5)
$ 3,558,353
$ 983,821
$ 4,542,174
$ 3,379,952
$ (24,562)
$ 7,897,564
$ 40,599
$ 7,938,163
$ 7,113,001
$ 853,936
$ (28,774)

2,463,276
$ (0.01168)
1.046025
$ (0.01)

kWs

per kW

per kW
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Penn Power

Total

(6)
$ 18,343,391 (A)
$ 4,632,966
$ 22,976,357
$ 3,640,794
$ (101,480)

2% of 2006 Annual Revenues

$ 26,515,671 $ 26,639,156
$ 142,164
$ 26,657,835
$ 23,611,055
$ 2,840,973
$ 205,807
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Met-Ed/Penelec/Penn Power Statement No. 2
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METROPOLITAN EDISON COMPANY
Docket No. M-2009-2092222
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IDER DECOMMISSIONING COST
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of
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IDER Decommissioning Costs
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INTRODUCTION AND BACKGROUND

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is Timothy M. Richard and my business address is 76 South Main Street,

Akron, Ohio 44308.

MR. RICHARD, BY WHOM ARE YOU EMPLOYED AND IN WHAT
CAPACITY?

I am employed by FirstEnergy Service Company as Manager, Smart Grid Programs in
the Energy Efficiency Department. | am responsible for the management of the Smart
Grid Modernization Initiative which includes four technologies or programs which have
been initiated in three states (Ohio, New Jersey and Pennsylvania). | report to the

Director, Smart Grid Technologies in FirstEnergy’s Energy Efficiency Department.

WHAT IS YOUR EDUCATIONAL AND PROFESSIONAL BACKGROUND?

| was hired by Ohio Edison Company in 1977 and transferred to FirstEnergy Service
Company in 2008. | have held various engineering, construction, project and operations
management positions. | hold a Bachelor of Science degree in Civil Engineering from
the University of Vermont, a Masters degree in Business Administration from Kent State

University and a Professional Engineer license in Ohio.

PLEASE DESCRIBE YOUR PROFESSIONAL EXPERIENCE RELEVANT TO

THE TESTIMONY YOU ARE NOW GIVING.
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I have been responsible for overseeing the implementation of the Smart Grid
Modernization Initiative (SGMI) project. FirstEnergy was awarded a $57.4 million
Department of Energy (“DOE”) Smart Grid Investment Grant in 2010 which funds
approximately half of the total initiative. One of the SGMI technologies is a Residential
Direct Load Control (“DCL”) program (also referred to as an Integrated Distributed
Energy Resource or IDER program) which | had responsibility for implementing at
Metropolitan Edison Company (“Met-Ed” or “Company”) during 2010 and overseeing
the operation of the system during 2011 and 2012. | have also managed the
implementation and operation of a similar program at Jersey Central Power & Light

Company, which is one of Met-Ed’ sister utilities.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?

I am testifying on behalf of Met-Ed.

WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY?
The purpose of my testimony is to describe the IDER program and explain the nature of

costs that will be incurred to decommission the program.

WHICH OF FIRSTENERGY’S PENNSYLVANIA UTILITIES USE IDER
EQUIPMENT?
Met-Ed was the only FirstEnergy Pennsylvania utility to implement a Residential DLC

Program that utilized IDER equipment.
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HOW MAY CUSTOMERS PARTICIPATED IN MET-ED’S RESIDENTIAL DLC
PROGRAM?

The Residential DLC Program achieved an enrollment of approximately 21,500
customers. The Act 129 operation season for this program began June 1, 2012 and ended
September 30, 2012. The Program was successfully activated 16 times during the

summer of 2012, typically from noon — 6:00 P.M. on selected weekdays.

PLEASE DESCRIBE THE IDER EQUIPMENT AND HOW IT RELATES TO
THE RESIDENTIAL DLC PROGRAM.

Met-Ed’s Residential DLC Program used IDER technology to control customer owned
central air conditioning (“CAC”) systems. The Program paid an incentive to participants
who agree to have Smart Grid control and monitoring equipment installed on their CAC
systems by the Company so as to enable the Company to limit operation of the CAC
systems during peak load periods. Once the devices are installed, the Company has the
ability to accurately measure and control temperatures in the customer’s home for the

duration of the load control event.

WHY IS THE PROGRAM BEING SUSPENDED?
As the Companies’ witness, Kevin Siedt, explains in more detail in Met-Ed/Penelec/Penn
Power Statement No. 1, the program is being suspended because Phase Il of Act 129 does

not include a peak demand reduction requirement.
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IDER DECOMMISSIONING COST

WHAT ARE THE NATURE OF THE COSTS THAT MET-ED WILL INCUR
BECAUSE OF THE PROGRAM’S SUSPENSION?

The agreement between Met-Ed and customers participating in the Residential DLC
Program did not allow participating customers to unilaterally leave the Program until
after the 2012 program year. However, due to the unusually hot, record breaking heat
during the summer of 2012, Met-Ed allowed customers participating in the Program to
terminate their contracts early. By September 30, 2012, approximately 4,700 customers
voluntarily left the program. Met-Ed removed approximately 2,100 IDER devices from
customer’s homes and deactivated another 2,600 IDER devices. The deactivated devices
remain installed in customer’s homes. In total, as of September 30, 2012, approximately
16,700 customers out of the original 21,500 participating customers remained in the

Program and 19,300 devices remain installed in customers’ homes.

The agreement between Met-Ed and customers participating in the Residential DLC
Program permits each customer to leave the Program and request the removal of the
IDER equipment. Upon notification that the program will not be active in 2013, the
Company anticipates that a large number of customers will exercise their right to request
removal of the IDER equipment. Therefore, virtually all of the decommissioning costs

are related to the removal of this IDER equipment.

WILL ALL OF THIS EQUIPMENT BE REMOVED DURING PHASE | OF ACT

1297
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No. In fact | expect little if any of the equipment to be removed before May 31, 2013
because customers will not receive notice of the suspension of the program until mid-

May.

THEN WHY ARE YOU INCLUDING THE DECOMMISSIONING COSTS IN
MET-ED’S PHASE | BUDGET?

Since the Residential DLC Program is completed as of May 31, 2013, the cost incurred to
remove the IDER equipment, regardless of timing, is a properly incurred cost that should
be included in the overall Phase | program budget. Met-Ed is obligated as part of the
Residential DLC Program to remove any IDER equipment once a customer requests

equipment removal.

HOW MANY CUSTOMERS HAVE YOU ASSUMED WILL REQUEST
REMOVAL OF THE EQUIPMENT?
For purposes of budgeting, we assumed all of them because we cannot determine at this

time how many customers will actually make such a request.

HAVE YOU ESTIMATED THE TOTAL AMOUNT OF THE
DECOMMISSIONING COSTS?

Yes. The estimated total decommissioning cost for the IDER program is $4,210,954.00.
There is $226,783.00 remaining in the current program budget, resulting in a necessary

net budget increase for Met-Ed of $3,984,171.00.
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HOW DID YOU DETERMINE THE TOTAL COST OF DECOMMISSIONING?

The total decommissioning cost estimate is based on a quote received from BPL Global
Ltd., who managed the Residential DLC program on behalf of Met-Ed, and was selected
through a competitive bid process in accordance with Act 129 and Commission

procedure.

WHAT WAS THE ROLE OF BPL GLOBAL LTD. IN THE IDER SYSTEM?

Terms of the June 2010 contract awarded to BPL Global Ltd. included the following
aspects of the program: marketing and enrollment (including incentives); design,
procurement, testing and acceptance, project management and installation of the IDER
equipment; operations and maintenance of the IDER system; and customer support for

the IDER system.

HOW WILL THESE COSTS BE RECOVERED?
The costs will be recovered utilizing the final reconciliation process described in Mr.

Siedt’s testimony.

MR. RICHARD, DOES THIS COMPLETE YOUR DIRECT TESTIMONY?

Yes, it does.



APPENDIX C



Metropolitan Edison Company
Energy Efficiency and Conservation Plan

Act 129 of 2008
Docket No. M-2009-2092222
SecondFirst Amended Plan

Propesed-Minor EE&C Plan-Changes-dated-February 12April 17, 2013

Exhibit A — Met-Ed



Energy Efficiency and Conservation Plan ii
Table of Contents

Table of Contents

1. OVERVIEW OF CURRENT APPROVED PLAN AND SUMMARY OF PROPOSED
CHANGES. ...ttt E ettt e et st e bt e st e st e Rt b e e be e b e e b et e e et e st ene e b e s b e nee e et e e aneene e 1
1.1. Summary description of the currently approved plan...........ccccocoeveiiiieiie e 1
1.1.1. Summary of Proposed Changes to the CUrrent Plan ..........ccccocovviiiii i 3
1.2. Summary description of process used to develop the EE&C plan and key assumptions used in
PreParing the PIAN ..ot ettt e et e ete e neeenees 3130
1.3. Proposed modifications to summary tables of program savings goals, budget & cost-
effectiveness (PUC Tables 1, 2 and 3) are shown highlighted and are located in Appendix G.
..................................................................................................................................................... 3433
1.4. Summary of program implementation schedule over four year plan period............cc.ccoovnee.e. 3534
1.5. Summary description of the EDC implementation strategy to manage EE&C portfolios and
engage customers and trade @llIES. .........ccooviiiiiiiiie e 3837
1.6. Summary description of EDC’s data management, quality assurance and evaluation processes;
include how EE&C plan, portfolios, and programs will be updated and refined based on
Y L L (] g T S UL RO 3837
1.7. Summary description of COSt reCoVery MeChaniSM ..........cceveiiinirineie e 3938
2. Energy Efficiency Portfolio/Program Summary Tables and Charts ............ccccccovevevinenen. 4039
2.1. Proposed modifications to Residential, Commercial/Industrial Small, Commercial/Industrial
Large and Governmental/Non-profit Portfolio Summaries (PUC Table 4) are shown highlighted
and are located iN APPENUIX G. ....eiivieiiiiie e te e e e e ee e nreenrs 4039
2.2. Proposed modifications to Plan data: Costs, Cost-effectiveness and Savings by program, sector
and portfolio (PUC Tables 1-4) are shown highlighted and are located in Appendix G. ........ 4039
2.3. Proposed modifications to Budget and Parity Analysis (PUC Table 5) are shown highlighted
and are located iN APPENTIX G. .....ooiiiiieiiee ettt e st e e seeenes 4039
3. Program DESCHIPTIONS .........oiiiiiiiitiie et bbbttt sb et 4039
3.1. Discussion of criteria and process used for selection of programs: ..........cccoccevvvieneiieeiennenns 4039
3.2. Residential Sector (as defined by EDC Tariff) Programs - include formatted descriptions of
each program organized under the following headings: .........ccccovevieienii e 4645
3.3. Commercial/Industrial Small Sector (as defined by EDC Tariff) Programs - include formatted
descriptions of each program organized under the same headings as listed above for residential
S L 00 =0 RS R 1271
3.4. Commercial/Industrial Large Sector (as defined by EDC Tariff) Programs - include formatted
descriptions of each program organized under the same headings as listed above for residential
100 =10 T PP R TP 8180
3.5. Governmental//Non-Profit Sector (as defined by 66 Pa. C.S. 8 2806.1) Programs - include

formatted descriptions of each program organized under the same headings as listed above for



Energy Efficiency and Conservation Plan iii
Table of Contents

4.1.
4.2.
4.3.

5.1.
5.2.

6.1
6.2

6.3

7.1

7.2

7.3
7.4

7.5

8.1.

8.2.

9.1.
9.2.

residential programs. As well, provide and detail all plans for achieving compliance with 66 Pa.

(ORI 0 T PSSR 9695
Program Management and Implementation Strategies ..........ccocovvrerereininise s 9998
Overview of EDC Management and Implementation Strategies: ..........ccccoeveirrinienieneneneenen. 9998
Executive Management STFUCTUIE: .........coviiiiieie ettt sreanen 103102
Conservation Service Providers (CSPS): ....ooi i e et 108107
Reporting and Tracking SYSTEMS .......cuiiiiiiiiiiieieiees st 112111
=] 0T 1 o RSOSSN 112111
Project Management Tracking SYSTEMS: .......ccuoiiiiiiiieieeeeee e 112111
Quiality Assurance and Evaluation, Measurement and Verification............c.c.ccccevennnn. 115114
Quality Assurance/Quality CONTIOL: .........c.ccvoiiiiiieieeeee s 115114
Describe any planned market and process evaluations and how results will be used to improve
(10 0] =10 1 TS SRRSO 1171416
Describe strategy for coordinating with the statewide EE&C Plan Evaluator (nature and type of
data will be provided in a separate Commission Order). ........cccocveveviiievesece e 117116
CoSt-RECOVEINY IMECNANISIM......cciiiiic et e re e e nre e 119118

Provide the amount of total annual revenues as of December 31, 2006, and provide a
calculation of the total allowable EE&C costs based on 2% of that annual revenue amount.

................................................................................................................................................. 119418
Description of plan in accordance with 66 Pa. C.S. 8§ 1307 and 2806.1 to fund the energy
efficiency and conservation measures, to include administrative COStS. .........ccccceveveiverinnnenn. 119118
Provide data tables (see PUC Tables 6A, 6B and 6C)...........cccccvvvevenvcie i 119118
Provide and describe tariffs and a Section 1307 cost recovery mechanism. Provide all
calculations and supporting cost doCUMENTAtioN............cccccveiiiierie i 120419
Describe how the cost recovery mechanism will ensure that measures approved are financed by
the same customer class that will receive the direct energy and conservation benefits........ 121120

(OT0 1Y = 1 (=10 (V=] LTSRS 122121

Explain and demonstrate how the proposed plan will be cost effective as defined by the Total
Resource Cost Test (TRC) specified by the Commission. .........cccoovevviiveiniirsiene e, 122121
Provide data tables (see Tables 7TA thru 7TE). ....ccccoviie e 123122

Plan Compliance Information and Other Key ISSUES........ccccccvviiiiiiiiiic i, 124123

Plan CompPlIanCe ISSUES. ......ccuieiieiieeiiesie et ste e stee st et e e te e te e re e sre e st e e teesreesreesneesneeaneeas 124123

ONEr KBY ISSUES: «..evieie ettt sttt sttt sttt e st es e ste et e stesseesaesteesaenteaneensenneens 125124



Energy Efficiency and Conservation Plan
Table of Contents

10. LISt OF APPENTICES. ...ttt bttt ene s 127

v



Energy Efficiency and Conservation Plan
Table of Contents

LIST OF TABLES
Met-Ed Table 1: FirstEnergy Energy Savings Targets per ACt 129 ........cccooiveiiiieninneeiesee s 3
Met-Ed Table 2: FirstEnergy Peak Load Reduction Targets per ACt 129........ccccceevevveveiiieieennnns 3
Met-Ed Table 3: FirstEnergy Goals and Spending Caps per ACt 129 ........ccccoovvviiieiienienieneennns 3
Met-Ed Table 4a: Met-Ed EE&C Programs - Residential...........ccccoccviveiieieiiesiiecece e 15
Met-Ed Table 4b: Met-Ed EE&C Programs — Commercial & Industrial.............ccccoooininnnnnne 18
Met-Ed Table 4c: Met-Ed EE&C Programs — Governmental & Institutional.................c.cce....... 19
Met-Ed Table 5: Met-Ed EE&C Program Rebate Schedule............cccoooiiiiiiiiniinee 20
| Met-Ed Table 6 — Allowable EE&C Revenue Calculation ...............ccc.coeeveerennernvesnisninens 119118

TABLE OF FIGURES

Figure 1: FirstEnergy EE&C Plan Development ProCeSS.......c.coovuviiieiieieiiesiene e 3130
Figure 2: Met-Ed EE&C Plan Proposed TIMeliNe........c.cccvevviieiieeie e 3736
Figure 3: Residential SECIOr PrOCESS........couiiiiiiiiieiiaie ettt sre e 4342
Figure 4: Non-Residential SECIOr PIOCESS .......ccvviveiveiesieieeiesee e eseesee s esae e sie e see e e 4342
Figure 5: Model Process DIAQIAM .......cccueiieiiiiiiieie ettt 4544
Figure 6: Organization Chart...........ccceiiiiiiie e 105104
Figure 7: High Level OVerview of M&V ... 107106



Energy Efficiency and Conservation Plan Page 1 of 146
Overview of Plan

1. OVERVIEW OF CURRENT APPROVED PLAN AND SUMMARY OF PROPOSED
CHANGES

1.1.  Summary description of the currently approved plan.

FirstEnergy Corp. (“FirstEnergy”) has coordinated energy efficiency and conservation
(“EE&C”) development efforts across its three Pennsylvania operating companies: Metropolitan Edison
Company (“Met-Ed” or “Company”), Pennsylvania Electric Company (“Penelec”), and Pennsylvania Power
Company (“Penn Power”) (collectively “Companies™), to achieve cost efficiencies and offer a consistent set
of EE&C programs to customers served by these three companies. In accordance with Act 129 of 2008"
(*Act 129”), 66 Pa. C.S. §2806.1 et seq., Met-Ed, Penelec and Penn Power each submitted several iterations
of their Energy Efficiency and Conservation Plan, the last of which was approved by the Pennsylvania Public
Utility Commission (“Commission”) on February 26, 2010 (“Current Plan”).?
The Current Plan includes some of the suggestions made by other parties either through the Company’s
stakeholder process, settlement negotiations or litigation in the Commission’s proceeding established to
evaluate the Company’s EE&C Plan. The revisions were possible due to the availability of programmatic
funding from both a reallocation of Direct Load Control (“DLC”) Operating and Maintenance (“O&M”) costs
and an increase in the available budget due to a change in the budget calculation basis from 43 months to 48
months. Consistent with the Commission’s Orders affecting the Current Plan, the Companies have
incorporated the following concepts into that plan:
= |t attempts to develop greater statewide consistency with programs;
= |t continues stakeholder meetings;
= |t continues developing program evaluation processes and procedures;
= |t tracks consumer education costs for appropriate allocation;
= [t eliminates interest on start-up costs;
= |t excludes EE&C costs (net of tax) recovered through the EEC-C Rider from distribution rate base
as appropriate;
= |t creates separate cost recovery groups for certain government and non-profit rates;
* |t adopts a demand charge for the industrial customer class based on a customer’s PJM Peak Load
Contribution (“PLC”);
= [tincreases budget amounts for Met-Ed residential direct load control;
= |tincreases budget amounts for certain low income measures;
= |t supports HVAC tune-up and recommissioning measures;
= It bids residential direct load control programs for Met-Ed and Penelec into the applicable PIM
RPM auctions; this provision will apply to Penn Power when Penn Power joins PJM;
= |t tracks amounts received from PJM for curtailments;
= |t eliminates credit requirements for demand reduction programs;
= |t incorporates recovery of the approved EE&C costs through distribution rates for residential, non-
profit, and street lighting customer classes;
= [t collects approved EE&C costs through a separate line item on customers’ bills for commercial and
industrial (but not residential, non-profit, and street lighting) customer classes;

! Act 129 of 2008 became effective on November 14, 2008, and imposed new requirements on Pennsylvania’s electric
distribution companies (“EDCs”) in the areas of energy efficiency and conservation, smart meters, procurement and
alternative energy sources. Act 129 requires an EDC with at least 100,000 customers to adopt and implement a plan,
approved by the Commission, to reduce energy demand and consumption within its service territory. 66 Pa. C.S. §§
2806.1 and 2806.2.

2 Opinion and Order (Feb. 26, 2010). See alsoOpinion and Order (Oct. 28, 2009), Opinion and Order (Jan. 28, 2010).



Energy Efficiency and Conservation Plan Page 2 of 146
Overview of Plan

= It removes from page 89 the reference to contingency funds® as required by the Updated Order;

= |t removes the requests for retroactivity to July 1, 2009 for certain programs*;

» |tincreases budget amounts and provides updates regarding the tracking and reporting system;

= |t tracks participation by low-income customers to support reporting and evaluation;

= |t tracks data regarding the type of appliance or equipment being replaced, the availability of natural
gas at the customer’s location or immediate area, and whether electric appliances or equipment were
installed in areas where natural gas is available;

= |t provides more programmatic detail regarding the street lighting and non-profit rate classes and
includes specific line items in the TRC calculations for Government/Non-profits (see PUC Table
7E) for: (a) programs aimed at the street lighting customer class, (b) programs aimed at the non-
profit customer class, and (c) programs aimed at all remaining government/non-profit customers;

= Itincorporates language to clarify that if the Company identifies the need to increase the cost of the
EE&C Plan, the Company will obtain Commission approval before increasing the cost of their
EE&C Plans’ budget;

= It incorporates language to clarify that the Company cannot shift program funds within a customer
class, or between customer classes, without prior Commission approval;

= |t includes a revised cost recovery calculation and appropriate tariff changes consistent with the
modifications directed in the Updated Order (see Appendix H)

= It removes energy savings from existing LIURP/WARM funds;

= |t clarifies the costs for common costs (e.g., evaluation);

= |t collects the cost of the statewide evaluator outside the 2% cap for Plan spending; and

It incorporated revisions to the Residential Direct Load Control budget in order to match the $15 million

in federal stimulus funds that FirstEnergy anticipates receiving from the U.S. Department of Energy

(“DOE").

The Current Plan balances near-term energy savings opportunities among all rate classes with longer-term
programs that will create jobs and build capacity for delivering even greater energy and demand reduction
impacts. As suggested in the Order the Company will monitor and work with other EDCs in an attempt to
develop greater statewide consistency in their Whole House and Rebate Programs to take advantage of
efficiencies in marketing and shared vendors. In this regard, FirstEnergy has already coordinated its EE&C
development efforts across its three Pennsylvania operating companies to achieve cost efficiencies and
consistencies in the programs offered by its three companies. For appliance recycling and possibly other
programs, cooperative efforts may go even further such that all the major Pennsylvania electric distribution
companies (“EDCs”) subject to Act 129 will offer coordinated statewide programs to their customers.

As a result of these efforts, a comprehensive set of programs was included in the Current Plan. Based upon
information available at the time the Plan was filed, it was designed in a manner that would enable Met-Ed to
achieve the goals established under Act 129 for energy savings by 2011 and for energy and peak demand
reductions by 2013, all achieved within the spending caps as required under Act 129 and as prescribed by the
Pennsylvania Public Utility Commission (“PUC” or “Commission”). Met-Ed’s goals are highlighted in grey
in Met-Ed Tables 1 and 2 below®:

® Although the total budget for the Plan is slightly less than 2% of 2006 revenues, the Company will seek Commission
approval to spend up to the 2% cap should future plan modifications necessitate additional expenditures to achieve the
savings and demand reduction targets set forth in Act 129.

* Consistent with the Commission’s Updated Order entered January 28, 2010, the Company has removed all references
in programs that requested retroactivity to July 1, 2009. The removal of the retroactivity request does not affect the data
concerning the pertinent programs because the Modified Plan design of December 2, 2009 did not assume any
participation in the proposed retroactivity time period.

> In addition to the tables required by the Commission (which are designated as “PUC Tables™), the Company developed
additional Tables 1 — 6 which are designated as “Met-Ed Tables” and have been included as additional support.
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Met-Ed Table 1: FirstEnergy Energy Savings Targets per Act 129

Energy Consumption Forecasts and Act 129 Mandated Consumption

Reductions as Measured in Megawatt-Hours

1% at 5/31/2011 3% at 5/31/2013
EDC Forecast Reduction Reduction
Penelec | 14,399,289 143,993 431,979
Penn Power | 4,772,937 47,729 143,188
Met-Ed | 14,865,036 148,650 445,951

Source: Energy Consumption and Peak Demand Reduction Targets, Docket No. M-2008-2069887 (Order entered March 30, 2009).

Met-Ed Table 2: FirstEnergy Peak Load Reduction Targets per Act 129

Average Peak Loads Top 100 Hours and Act 129 Mandated Peak Demand

Reductions as Measured in Megawatts

EDC Load 4.5% Reduction
Penelec 2,395 108 MW
Penn Power 980 44
Met-Ed 2,644 119

Source: Energy Consumption and Peak Demand Reduction Targets, Docket No. M-2008-2069887 (Order entered March 30, 2009).

These targets are to be achieved for the expenditure levels noted below in Met-Ed Table 3, which represent
the annual spending caps established by Act 129:

Met-Ed Table 3: FirstEnergy Goals and Spending Caps per Act 129

Revenues 2006
Total Revenues $1,243,344,716
2% of Revenues $ 24,866,894

1.1.1. Summary of Proposed Changes to the First Amended Plan (filed Feb 5, 2011 and approved
January 12, 2012).

The Company anticipates that it will meet its May 31, 2011 energy efficiency target. However, based on
experience gained during the year in which the Current Plan was in effect, as well as known changes to
underlying Plan assumptions, the Company’s ability to meet its demand reduction target during the summer
of 2012 as required by the Commission,® and its energy efficiency target by May 31, 2013 as required by Act
129 is jeopardized without the changes reflected in this First Amended Plan.

® Energy Efficiency and Conservation Program, PaPUC Case No. M2008-2069887 (Secretary Letter, Jan. 12, 2011).
While the Company acknowledges the existence and content of this Secretarial Letter, nothing in this filing should be
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The need for these changes arises from several factors. First, a key underlying savings assumption was
changed in the First Amended Plan. The Current Plan includes an 11% transmission and distribution
(“T&D”) loss factor that was used to gross up all EE&C program savings calculations so as to reflect savings
at the system generation level. After the Current Plan was approved, the Statewide Evaluator (“SWE”) and
the Commission’s Bureau of Conservation Economics and Energy Planning (“CEEP”) clarified that EE&C
savings projections should be calculated at the retail level for Act 129 compliance purposes, and at the system
generation level for Total Resource Cost (“TRC”) test purposes. As a result, all of the savings projections
included in the Current Plan are overstated by approximately 11%. Therefore, this First Amended Plan
recalculates projected savings, which, in turn, requires Plan modifications to make up this 11% deficit.
Second, certain programs are performing at energy or demand savings levels below those originally
anticipated, partly due to (i) the downturn in the economy; (ii) updates to the Technical Reference Manual
(“TRM™); and (iii) customer participation levels in certain programs and measures different from those
anticipated in the Current Plan. And third, some programs are exceeding expectations, even to the point
where the funding for the Commercial/Industrial (“C/I”") Equipment Program in the Large C/I Sector is fully
committed, thus requiring its suspension until additional funding can be approved by the Commission.

In light of these factors, the Company must adjust its savings projections and customer participation levels
and, as a result of these adjustments, make certain changes to the program portfolio included in the Current
Plan (and reflected in the First Amended Plan) in order for the Company to meet its post-2011 Act 129
targets. Specifically, additional funding is needed for the large C/I programs and existing funds within the
various customer sectors must be shifted from under-performing programs either (i) to add fundi