
Morgan, Lewis & Bockius UP 
1701 Market Street 
Philadelphia, PA 19103-2921 
Tel: 215.963.5000 
Fax: 215.963.5001 
www.morganlewis.coni 

Morgan Lewis 
C O U N S E L O R S A T L A W 

February 19,2015 

Anthony C. DeCusatis 
Of Counsel 
215.963.5034 
adecusatis@MorganLewis.coni 

FEB 1 9 2015 
PA PUBLIC UTILITY COMMISSION 

SECRETARY'S BUREAU 

VIA FEDERAL EXPRESS 

Rosemary Chiavctla, Secretary 
Pennsylvania Public Utilily Commission 
Commonwealth Keystone Building 
400 North Street 
Harrisburg, PA 17105-3265 

Uc: Pennsylvania Public Utility Commission v. West Penn Power Company 

Docket Nos. R-2014-2428742 and M-2013-2341991 

Dear Secretary Chiavetta: 

Enclosed for filing is the Reply Brief on behalf of West Penn Power Company ("Reply Brief") 
in the above-referenced docket. In addition lo ihe hard copy, enclosed we have provided a CD 
containing a PDF ofthe Reply Brief. 
As evidenced by the enclosed Certificale of Service, copies ofthe Reply Brief arc being served on 
all parlies, the presiding officers and their technical advisors. 

Very truly yours, 

AnthonyCTQcCusatis 

ACD/tp 
Enclosures 

c: Per Certificale of Service 

Almaty Astana Beijing Boston Brussels Chicago Dallas Dubai' Frankfurt Harrisburg Hartford Houston London Los Angeles Miami Moscow 
New York Orange County Paris Philadelphia Pittsburgh Princeton San Francisco Santa Monica Silicon Valley Tokyo Washington Wilmington 

1)HI/ 82374K53. 



BEFORE THE 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 

PENNSYLVANIA PUBLIC UTILITY 
COMMISSION 

v. 
WEST PENN POWER COMPANY 

Docket Nos. R-2014-2428742 

M-2013-2341991 

FEB 1 9 2015 

PA PUBLIC UTILITY COMMISSION 
SECRETARY'S BUREAU 

REPLY BRIEF OF 
WEST PENN POWER COMPANY 

Before Administrative Law Judges 
Dennis J. Buckley and Katrina L. Dunderdale 

Tori L. Gieslcr (Pa. No. 207742) 
Lauren M. Lepkoski (Pa. No. 94800) 
FirstEnergy Service Company 
2800 Poltsvilie Pike 
P.O. Box 16001 
Reading, PA 19612-6001 

Thomas P. Gadsden (Pa. No. 28478) 
Anthony C. DeCusatis (Pa. No. 25700) 
Catherine G. Vasudevan (Pa. No. 210254) 
Morgan, Lewis & Bockius LLP 
1701 Market Street 
Philadelphia, PA 19103-2921 

February 19, 2015 



TABLE OF CONTENTS 

Page 

I . INTRODUCTION 1 

II. SUMMARY OF ARGUMENT 2 

III. PENNFUTURE'S CRITICISMS OF THE COMPANY'S LED SERVICE 
PROPOSAL HAVE NO MERIT AND SHOULD BE REJECTED 2 

A. The Company 's Selection Of LED Fixtures And Estimates Of 
Installation Costs Arc Reasonable And Well Supported 3 

B. The Company's Cost Of Service Study Methodology Is Consistent 
With Commission Precedent And Broader Industry Standards 5 

C. The Company's Per Fixture Distribution Rate Is Reasonable 7 

IV. CONCLUSION 8 

-/-



I. INTRODUCTION 

West Penn Power Company ("West Penn" or the "Company") files this Reply Brief in 

response to the Main Brief ofCitizens for Pennsylvania's Future ("PennFuture") concerning the 

scope and pricing of West Penn's proposed new light emitting diode ("LED") street lighting 

service offering. The Company's LED service offering is the sole contested issue in this 

proceeding. All other issues have been resolved among the parties to this case by the terms of 

the settlement set forth in the Joint Petilion for Partial Settlement of Rale Investigation ("Joint 

Petilion") filed on February 3, 2015. 1 

PennFuture is the only party contesting the Company's proposed LED service offering. 

Additionally, no potential customers, specifically municipalities, intervened in this case to 

challenge the Company's LED service offering, nor did they voice any informal opposition lo 

the Company's proposal. To a very large extent, the arguments advanced by PennFuture were 

fully addressed in the Company's Main Brief, and an extensive reanalysis is, therefore, nol 

necessary.2 Accordingly, this Reply Brief will address the principle errors and misstatements in 

PennFulure's Main Brief with references to the expanded discussion in the appropriate portions 

ofthe Company's Main Brief. 

1 The following parties joined in the Sctilemenl: the Company, Bureau oflnvestigmion and Enforcement 
C'l&ir); Office of Consumer Advocate ("OCA'*); Office of Small Business Advocate ("OSBA"); West Penn Power 
Industrial Intervcnors ("WPPIl"): Pennsylvania State University ("PSU"); Coalition for Affordable Utility Services 
and Energy Efficiency In Pennsylvania ("CAUSE-PA"); Environmental Defense Fund ("EDP); Wal-Mart Stores 
East, LP and Sam's East, Inc. (collectively, "Wal-Marl"); and AK Steel Corporation ("AK Slccl"). The 
Pennsylvania Rural Eleclric Association and the Allegheny Electric Cooperative (collectively, "PREA/AEC") and 
Noble Americas Energy Solutions LLC ("Noble Americas") did not oppose the Settlement. PennFulure did not join 
in the Settlement based upon the sole issue of PennFulure's disagreement with West Penn's proposed rate for LED 
lighting. 
2 The Company notes that certain informalion provided in the •'Background" section of ihe PennFulure Main 
Brief, such as the numbers ofthe Company's proposed tariffs and the identity of certain intervcnors, is incorrect. 
Both the Joint Petition and the Company's Main Brief provide accurate procedural histories. 



II. SUMMARY OF ARGUMENT 

Wcsl Penn's proposed LED street lighting offering will provide interested customers a 

new and meaningful opportunity to obtain LED street lighting service from Company-owned and 

maintained LED street lighting facilities. The Company's proposal is reasonable, supported by 

substantial record evidence, and conforms lo the Pennsylvania Public Utility Commission's (the 

"Commission's") tariff and tariff filing requirements. PennFulure, while critical of certain 

elements of West Penn's proposal, did not provide any concrete recommendations that could be 

used to revise the rates, terms and conditions of service in the Company-proposed rate schedule, 

nor did it present for the Commission's consideration any alternative LED service offering. 

Instead, PennFulure makes the vague request lhat any service offering approved by the 

Commission "be consistent with market actualities." PennFuture Main Brief, p. 10. As a 

consequence, if the Commission were to give any credence to PennFulure's criticisms and 

decline to approve the Company's proposed service offering, customers would have no 

opportunity to obtain LED service through Company-owned facilities. 

III. PENNFUTURE'S CRITICISMS OF THE COMPANY'S LEI) SERVICE 
PROPOSAL HAVE NO MERIT AND SHOULD BE REJECTED 

As explained in the Company's Main Brief, the proposed LED slreel lighting offering 

was developed in response to existing street lighting customers' expressions of interest in 

exploring LED streel lighting options. The Company proposes to recover ihe dislribmion cost of 

the new service through a fixed monthly charge for each LED fixture. In designing the monthly 

charge, the Company employed an innovative approach lo "levelize" charges over the estimated 

life ofthe LED fixtures. Levelizing the fixlure charges reduces the up-front rates for the initial, 



len-year contract term and, in that way, creates price signals designed to increase customer 

acceptance ofthe new service. See Company Main Brief, pp. 5-6. 

PennFuture criticized certain elements ofthe Company's proposal, namely: (1) the 

selection, cost, sizes and estimated useful life of LED fixtures (PennFulure Main Brief, pp. 5-6 

and 8); (2) the non-fixture - principally, installation - costs (PennFuture Main Brief, p. 7); (3) 

the manner in which the Company's class cost of service study allocated costs lo the street 

lighting class (PennFuture Main Brief, p. 7); and (4) as the culmination of all ofthe foregoing, 

the per-fixlurc distribution rale proposed by the Company (see PennFulure Main Brief, pp. 5-8). 

Notably, in advancing those contentions, PennFuture discussed and cited only the direct 

testimony of its witnesses, Patrick Gormley and George Woodbury. It made no attempt to 

engage or address - indeed it did not even acknowledge - the comprehensive response to Messrs. 

Gormley and Woodbury set forth in the rebuttal testimony ofthe Company's witnesses, 

Christopher D. Ciccone and Miliary E. Stewart (West Penn Statement Nos. 8-R and 5-R, 

respectively). As explained below and in ihe Company's Main Brief, the Company's fixture 

selection, cost estimates, and distribution rates arc fully supported by record evidence and, 

therefore, its proposed LED service offering should be approved. 

A. The Company's Selection Of LEI) Fixtures And Estimates Of Installation 
Costs Are Reasonable And Well Supported. 

PennFuture asserts that the Company has selected LED fixtures lhat are nol the least 

expensive equipment lhat can be found on the market, arc not available in the sizes identified by 

the Company, and have a useful life longer than the fifteen-year estimate used lo develop the 

Company's proposed rate. See PennFuture Main Brief, pp. 5-8. As explained below, each of 

PennFulure's contentions is either incorrect or is based on a Hawed and erroneous analysis. 



Al the outset, the legal standard for addressing these issues must be repeated. Simply 

stated, a utility is entitled to exercise its reasonable judgment in choosing how it will meet its 

obligation to furnish safe, reliable and efficient service to its customers, including the selection 

of equipment used lo provide lhat service. The extensive Commission and appellate aulhorily 

establishing and repeatedly affirming thai standard is discussed in the Company's Main Brief (p. 

8). In this case, West Penn used a reasonable, prudent and totally transparent method to select 

LIED fixtures. Specifically, tho GE Evolve series lighting was selected based on the outcome of 

a rigorous competitive procurement process conducted in May-June of 2014. The Company's 

proposed fixture sizes are available, as part ofthe GE Evolve series and were selected after 

carefully considering the input of potential customers and analyzing the LED offerings of 

Baltimore Gas & Electric, Duquesne Light, and Progress Energy. Moreover, and contrary to 

PennFulure's contentions, the waltage ofthe LED lights that would be installed under the 

proposed offering will be entirely within the discretion ofthe customer. See Company Main 

Brief p. 9. 

In determining the fifteen-year useful life ofthe selected fixtures, the Company's 

engineers carefully considered the potential average life ofthe components ofthe LED street 

light in addition lo the average life ofthe LEDs themselves. Signilicanlly, PennFuture witness 

Woodbury admitted lhat the Company's service life eslimale is within the range of service life 

estimates used by the utility industry of between 15-35 years. See Company Main Brief, pp. 8-

10. 

PennFuture also contends that (he Company's estimate of installation costs is too high. 

However, that criticism was based entirely on an anecdolal comparison lo Ihe price allegedly 

charged by a private contractor to the City of Pittsburgh (PennFuture Main Brief, p. 7). 



Apparently, PennFuture and its witness believe that the per-llxture contract installation price to 

replace all ofthe fixtures in a city the size of Pittsburgh can be meaningfully compared to the 

pcr-fixture installation cost for groups of fixtures of as few as twelve (the minimum allowed 

under the Company's proposed service offering). The size and cconomy-of-seale differences 

between those markedly different kinds of projects render PennFulure's comparison 

meaningless. 

Furthermore, just as the selection of LED fixtures is within the reasonable management 

discretion ofthe Company and is not subject to second-guessing or mieromanaging either by the 

Commission or by PennFulure (see Company Main Brief, pp. 8-10), so too is the manner in 

which LED fixtures are to be installed and maintained. The Company has. in fact, fully 

supported its cost estimates, which arc based on a reasonable approach to installing and 

maintaining LED street lighting. Thus, in addition to describing what each cost-category of its 

proposal encompasses, the Company explained that its estimates were based on using utility 

employees and utility installation equipment, not private contractors. Those estimates also 

properly reflect maintenance cost savings and the economies of scale appropriate for the 

installation projects the Company will encounter given its service territory, its customer base and 

the requirement that a minimum of twelve lights be replaced at one time. It is certainly 

reasonable for the Company lo use its existing, well-trained and proficient union work force to 

install LED street lights, because that is the very same work force the Company currently uses to 

install and maintain all of ils other forms of slreel lighting. See Company Main Brief, pp. 10-11. 

B. The Company's Cost Of Service Study Methodology Is Consistent With 
Commission Precedent And Broader Industry Standards. 

PennFulure also criticized the manner in which general distribution-related costs (e.g., 

costs of poles, conductors, and transformers) were allocated among customer classes in the 

5 



Company's class cost of service study. Specifically, PennFuture contends that using non-

coincident peak ("NCP") demands to allocate demand-related costs overstates the cost of service 

for the street lighting class because doing so allegedly ignores the "marginal cost" of delivering 

electricity to street lights. According to PennFulure. street lighting's "marginal cost" is lower 

than ihe cost to serve other users of Ihe distribution syslem because street lighting represents 

"stable" load and operates primarily "off-peak." See PennFuture Main Brief, p. 7. 

While criticizing the Company's cosl of service study, PennFulure did not present an 

alternative analysis ofthe cost of service for the street lighting class. Instead, it made a vague, 

non-quanlificd claim lhat the cost of streel lighting distribution service should be reduced 

because "| f|or streel lighting il makes more sense to 'apply considerable judgment' and use a 

coincidental peak approach or a coincidental peak approach with some percentage allocation 

based on non coincidental peak." See PennFulure Main Brief, p. 7. However, PennFuture has 

cited no authority for its contention that "marginal cost" is — or should be - the measure of cost 

of service for ratemaking purposes. Moreover, "stability" of load and off-peak operation are 

relevant principally lo determining the cost of generation. Generation costs are not part of the 

LED rales al issue, which recover only the cost of delivering power, not generating il . The 

benefits ofload stability and off-peak operation can be realized by street lighting customers in 

their purchase of unbundled generation service, which is a subject entirely outside Ihe scope of 

this case. 

PennFulure's claim that a "coincident peak" demand factor should be substituted for NCP 

demand in the Company's cosl of service sludy was forcefully rebutted by the Company's cost 

of service expert, Hillary E. Stewart. Ms. Stewart explained that NCP demand is universally 

accepted for allocating distribution demand costs, as evidenced by its endorsement by the 



National Association of Regulatory Utility Commissioners ("NARUC") in ils Eleclric Utility 

Cost Allocation Manual (pp. 96-97). Moreover, the use of NCP demand to allocate distribution 

demand costs has been explicitly approved by this Commission as recently as the last fully 

litigated electric rate case that ihe Commission decided.3 There is no basis in sound cost of 

service principles or the precedent of this Commission for using a coincident peak allocation for 

distribution plant. See Company Main Brief, pp. 12-13. 

C. The Company's Per Fixture Distribution Rate Is Reasonable 

PennFuture contends that the Company "begins its analysis with faulty assumptions to 

arrive at a tariff rate completely out of line with market conditions." .See PennFuture Main Brief, 

pp. 8-9. The Company's per fixture distribution rate is the culmination ofthe Company's 

selection of LED fixtures, estimation of fixture and non-fixture costs, and allocation of general 

distribution-related costs. As discussed in detail in the Company's Main Brief and summarized 

above, each ofthe inputs into the Company's proposed distribution rale is reasonable and well 

supported. Moreover, the Company made a special effort to design its proposed LED rates to 

increase customer acceptance by using an innovative levelizing approach to setting LED charges, 

as also discussed in detail in the Company's Main Brief. 

PennFuture closes its Main Brief by identifying several benefits of LED slreetlighting, 

including benefits to municipalities.4 See PennFulure Main Brief, pp. 9-10. The Company's 

3 Pa. P. UC v. PPL Elea. Utils. Corp., Docket No. R-2012-2290597 (Final Order entered December 28, 
2012), p. 106 ("According to PPL. the filed COSS in this proceeding is virtually identical to the methodology 
adopted by the Commission in its 2010 base rate proceeding using the class maximum non-coincident peak (NCP) 
demand method, which is based on the highest demand imposed by each class on its distribution system, to allocate 
its demand-related distribution costs. PPL St. 8 at 19.") See Ul. at 112 approving and adopting PPL's proposed cost 
of service study. 
4 As part of this discussion, PennFuture stales that "PcnnFicc maintains over 974,000 individual streetlights 
of varying application and sizes." See PennFuture Main Brief, pp. 9-10. Presumably PennFulure intended to discuss 
the streetlight count for West Penn, but this figure is incorrect for both Penelec and West Penn. As noted in Ihe 
Company's Main Brief, West Perm has 69,576 fixtures. 
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proposed LED street lighting offering is intended to provide customers with an opportunity to 

achieve those benefits by exploring LED street lighting options. Notably, as previously 

mentioned, no potential customers, specifically municipalities, intervened in this case to 

challenge the Company's LED service offering, nor did they voice any informal opposition. 

Moreover, no customer will be able to enjoy the benefits of LED service if the Company's LED 

service offering is rejected based on PennFulure's meritless criticism. 

IV. CONCLUSION 

For the reasons sel forth above, the criticisms of PennFuture should be rejected and West 

Penn's proposed LED street lighting offering should be approved without modification. 
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