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Overview of Plan

1. OVERVIEW OF PLAN

Introduction

FirstEnergy Corp. (“FirstEnergy”), through its Efficiency Plan development team (“EE&C
Team”), has coordinated energy efficiency and conservation (“EE&C”) development efforts
across its four Pennsylvania operating companies: Metropolitan Edison Company (“Met-
Ed”), Pennsylvania Electric Company (“Penelec”) Pennsylvania Power Company (“Penn
Power”) and West Penn Power Company (“West Penn” or “Company”) (collectively
“Companies”), to meet statutory goals, achieve cost efficiencies and offer a consistent and
effective set of EE&C programs to the customers served by these four companies. In
accordance with Act 129 and the Commission’s 2015 Implementation Order, issued on June
11, 2015 at Docket No. M-2014-2424864 (2015 Implementation Order”), West Penn Power
developed this Energy Efficiency and Conservation Plan (“Phase 111 Plan”) for the period
June 1, 2016 through May 31, 2021 (“Phase 111 Period”). As detailed below, West Penn’s
Phase 111 Plan is based on both the 2016 Pennsylvania Total Resource Cost (“TRC”) test and
the 2016 Technical Reference Manual and is designed to meet all requirements as set forth in
the Commission’s 2015 Implementation Order.

Historic Background

On October 15, 2008, then Governor Rendell signed Act 129 of 2008, (“Act 129”)! into law.
Act 129 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. Among other things, Act 129 required EDCs 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 during the period June 1, 2010
through May 31, 20132 (“Phase 17).

Act 129 also authorized the Commission to evaluate whether it was cost beneficial to
continue the EE&C program beyond Phase 1.3 The Commission concluded in its August 3,
2012 Order at Docket Nos. M-2012-2289411 and M-2008-2069887 (2012 Implementation
Order™), that further energy efficiency programs would be cost effective and established
Phase Il of the EE&C program, requiring EDCs to adopt and implement cost effective plans
to reduce energy consumption throughout the Commonwealth, consistent with said Order for
the period June 1, 2013 through May 31, 2016 (“Phase Il Period”). The Companies
submitted such plans, which were approved and are currently being implemented (“Phase 11
Plans”).*

The Commission further concluded in the 2015 Implementation Order that additional energy
efficiency and demand reduction programs would be cost effective and established Phase 11
of the EE&C program, requiring EDCs to adopt and implement cost effective plans to reduce

166 Pa. C.S. §2806.1 et seq.

266 Pa. C.S. § 2806.1.

366 Pa.C.S. § 2806.1(c) (3).

4 See Docket No. M-2012-2334387 (Met-Ed); Docket No. M-2012-2334392 (Penelec); Docket No. M-2012-2334395
(Penn Power): and Docket No. M-2012-2334398 (West Penn).

West Penn November 23, 2015
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1.1.

energy demand and consumption throughout the Commonwealth, consistent with the
parameters set forth in said Implementation Order. Pursuant to the 2015 Implementation
Order, West Penn submits this Phase 1l EE&C Plan.

Summary description of plan, plan objectives, and overall strategy to achieve energy
efficiency and conservation goals.

Obijectives:

When developing the Phase 111 Plan, the EE&C Team set forth to develop a plan that meets
all requirements as established in Act 129 and the Commission’s 2015 Implementation
Order, including the achievement of:

e the Company’s target of 540,986 incremental annual MWhs of energy savings and 64
MW of reductions in peak demand during the Phase 111 Period;

e the 5.5% consumption reduction target from the low-income sector; and

e the 3.5% consumption reduction target from the governmental/educational/non-profit
sector (“G/E/NP” sector which include federal, state, and local government or
municipalities/school districts/institutions of higher learning and non-profit entities)
all within the 2% statutory spending cap.

Description of the Plan and Strategy for Success:

Keeping in mind these objectives, the Phase 111 Plan is generally an extension of the
successful programs and measures included in the Company’s Phase Il Plan with the addition
of new programs and measures, including demand response, and a revision of some existing
programs and measures. To meet the requirement that savings counted towards the 5.5%
low-income savings target come from specific low-income programs, the plan includes a
significantly expanded low-income program that specifically targets certain measures and
services to this sector. To achieve the G/E/NP sector requirement, program services are
targeted through the Government & Institutional Tariff Program and through the
Commercial/Industrial Small and Large sector programs. Additionally, the Plan includes at
least one program for each customer segment and includes at least one comprehensive
program for the residential and non-residential sectors.

As demonstrated throughout, this Phase 111 Plan is comprehensive and includes over 150
EE&C measures which are more fully discussed in Tables 8, 10, 12, and 14 in Section 3.

The Phase 111 Plan was developed based on experience gained through the completion of the
Phase | plan and the current implementation of the Phase Il Plan, factoring in (i) performance
to date of not only the Company’s programs, but also the performance of similar programs of
both affiliated and non-affiliated electric distribution utilities; (ii) feedback and suggestions
received from the Company’s energy efficiency consultants, vendors and contractors; and
(iii) input from interested stakeholders.

The program designs presented in this Phase 111 Plan cover each of the four market segments:
(1) residential (which includes low-income); (2) small commercial and industrial (3) large
commercial and industrial; and (4) Governmental/Educational/Non-Profit. The Phase 111
Plan leverages the existing programs and includes a mix of expanded and new program

West Penn November 23, 2015



Energy Efficiency and Conservation Plan Page 9 of 130
Overview of Plan

services that take maximum advantage of opportunities, volume cost efficiencies and a
variety of delivery channels with a goal to achieve significant levels of customer
participation in a cost effective manner.

The table below identifies the programs that are proposed in this Phase I11 Plan for each of
the customer sectors, and compares how these programs align with the programs in the Phase
Il Plan:

Table 1: Existing & New Programs

Energy Efficiency & Conservation Plan

Phase Il Program Proposed Phase lll Program
Residential Programs
Appliance Turn-In Program Appliance Turn In Program
Home Performance Program Energy Efficient Homes Program
Energy Efficient Products Program Energy Efficient Products Program

Residential Low-Income Programs

Low-Income Program Low-Income Energy Efficiency Program

Small Commercial & Industrial Programs

C&l Energy Efficient EQuipment Program - Small

— — C&l Energy Solutions for Business Program - Small
Cé&l Energy Efficient Buildings Program - Small

N/A C&Il Demand Response Program - Smalll

Large Commercial & Industrial Programs

C&l Energy Efficient EQuipment Program - Large

— — C&l Energy Solutions for Business Program - Large
C&l Energy Efficient Buildings Program - Large

N/A C&I Demand Response Program - Large

Governmental/Educational/Non-Profit Programs

Governmental & Institutional Program Governmental & Institutional Tariff Program

Residential Sector Programs — Residential programs were designed with a progression
from general to specific. Home energy kits, energy usage reports and home energy audits are
expected to serve as a “portal” (but not a requirement) for the other programs, because they
serve a dual purpose of providing customers with energy efficiency education and
information regarding other services upon which they can act, as well as provide basic
energy savings measures or recommendations. The energy efficiency programs then address
the higher first cost of energy efficient appliances and products by providing rebates to
overcome cost barriers and tap a variety of delivery channels and vendors. The Company
has also included a demand response program for residential customers with smart meters.
Through this program, the Company will provide notification messages to motivate
customers to reduce usage during Act 129 DR events. The program will also provide post-
event feedback to the customer about their usage performance during the event and
recommendations to reinforce their usage reduction behaviors in future Act 129 DR events.

West Penn November 23, 2015
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The programs incorporate monitoring protocols into the implementation process so that the
evaluation, measurement and verification (“EM&V”) activities for each program are
manageable.

Low-Income Customer Sector Programs — Within the residential sector is a special
category of Low-Income Customer Sector Programs. The low-income customer programs
outlined in this Phase 111 Plan will serve a dual purpose of contributing to Act 129 goal
attainment and minimizing the percentage of household income that is devoted to energy
costs. Basic, enhanced and comprehensive services and education will be offered in the low-
income portfolio to give households more control over their energy spending.

To the greatest extent practical, effort will be made to capture electric energy savings as part
of the delivery of the Company’s existing Low-Income Usage Reduction Program
(“LIURP”), by tapping the considerable expertise and existing infrastructure of LIURP
contractors comprised of both Community Based Organizations (“CBOs”) and private
contractors. The LIURP program has offered comprehensive energy efficiency services to
eligible Pennsylvania households for years. This aspect of the Phase 111 Plan enhances and
accelerates the deployment of services to LIURP-eligible households by providing additional
measures and services to achieve more savings in each visit or through additional home
treatments. If deemed to be necessary to achieve its targets, the Company will supplement
the delivery system by adding new contractors.

Like its Residential Sector program counterpart, the low-income customer sector programs
are also designed with a progression from general to specific in an effort to make EE&C
programs and services available to low-income customers of all types. The Company will
provide home energy kits, school education and customized energy usage reports providing
low-income customers with basic energy savings measures or energy efficiency education,
recommendations and information regarding other services upon which they can act.
Additional low-income customer sector programs (e.g. appliance rebate, appliance turn in,
appliance replacement and audits) will be targeted to promote energy efficiency in
multifamily homes, low-use low-income homes or to help identify new low-income
customers.

Small and Large Commercial and Industrial Sector Programs — Small and large
commercial businesses and industrial customers are also addressed by offering targeted
information on ways to save energy followed by a choice of prescriptive rebates on selected
measures, or a performance (calculated based on energy savings) rebate. Custom equipment
can be addressed through calculated rebates based upon the estimated amount of energy
savings associated with the project. The Company has also included a demand response
program for small and large commercial businesses and industrial customers where the
Company will contract with one or more PJM Curtailment Service Providers who will
develop a portfolio of callable load response resources that will be dispatched for demand
response activities during targeted load reduction events.

Governmental/Educational/Non-Profit Sector Programs —The Phase 111 Plan also

provides program services for governmental, educational and non-profit customers. While
all non-residential customers, including the G/E/NP sector, are eligible for the prescriptive

West Penn November 23, 2015
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and custom energy efficiency programs offered under the Commercial and Industrial sectors,
special efforts will be made to target the G/E/NP sector in recognition of its unique decision-
making and financing processes for making capital improvements to facilities. These efforts
will include the leveraging of existing Company Area Manager relationships and employing
experienced vendors who specialize in working with G/E/NP accounts.

Table 2 below describes each of the programs that are included in the Phase Il Plan. More
detailed descriptions of the programs are provided in Section 3.

Table 2: Program Summary Descriptions

Energy Efficiency & Conservation Plan

Proposed Phase lll Program Program Description
Residential Programs

Appliance Turn In Program This program provides rebates to consumers for turning in working appliances.

This program provides customers with energy efficiency education and awareness
along with measures and incentives to improve energy efficiency of homes.
Additionally the program provides an opportunity for residential customers with smart
meters to reduce usage during Act 129 demand response events.

Energy Efficient Homes Program

This program promotes the purchase of energy efficient products, such as HVAC
Energy Efficient Products Program equipment, appliances, lighting, home electronics and other home products, through
consumer rebates or incentives and support to retailers and manufacturers.

Residential Low-Income Programs

This program provides energy efficiency education and awareness along with basic
to comprehensive whole house energy efficiency measures to qualified low-income
customers, including appliance replacement and rebates for turning in working
appliances or the purchase of energy efficient products.

Small Commercial & Industrial Programs

This program provides measures and financial incentives (prescriptive &
performance) to small commercial and industrial customers, including small
government and institutional customers, to purchase qualifying high efficiency

C&I Energy Solutions for Business Program - Small | measures, recycle inefficient appliances, retrofit specialized processes and
applications to higher efficiency processes and applications, complete qualifying high
efficiency building shell or system improvements or to complete an audit with
qualifying audit installations or recommendations.

Low-Income Energy Efficiency Program

The program provides peak demand reductions, during the months of June through
September, in the small commercial customer sector, by deploying customer load
resources from load curtailment strategies provided by PJM Curtailment Service
Providers.

C&I Demand Response Program - Small

Large Commercial & Industrial Programs

This program provides financial incentives (prescriptive & performance) to large
commercial and industrial customers, including large government and institutional
customers, to implement qualifying high efficiency measures or retrofit specialized
processes and applications to higher efficiency processes and applications, complete
qualifying high efficiency building shell or system improvements or to complete an
audit with qualifying audit recommendations.

The program provides peak demand reductions, during the months of June through
September, in the large commercial and industrial customer sector, by deploying
customer load resources from load curtailment strategies provided by PIM
Curtailment Service Providers.

C&l Energy Solutions for Business Program - Large

C&I Demand Response Program - Large

Governmental/Educational/Non-Profit Programs

This program provides financial incentives (prescriptive or performance) to the
Governmental & Institutional Tariff Program Government, Education and Non-profit tariff customers to purchase or install
qualifying high efficiency measures and recycle inefficient appliances.

West Penn November 23, 2015
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Table 3 below provides the Program Delivery Channels that are currently anticipated for the
programs included in the Phase 111 Plan. As programs are implemented during the Phase 1lI
Period, the Company will consider and pursue additional delivery channels if deemed
necessary for the Company to meet its targets and/or to enhance the success of a given
program.

Table 3: Program Delivery Channels

Customer Direct

Program i . a
g Rebate * Mid/Up-Stream Install/Mail

Sub Program

Energy Efficiency & Conservation Plan
Residential Programs
Appliance Turn In X
School Education

Appliance Turn In Program

EE Kits
Energy Efficient Homes Program Audits X
Behavioral
New Homes
Appliances and Electronics
Energy Efficient Products Program Lighting
HVAC
LI - EE Kits
Weatherization
Multifamily / LILU Single Family
LI - Behavioral
LI - New Homes X
LI - Appliance Rebate X
LI - Appliance Turn In X
LI - School Education X
Small Commercial & Industrial Programs
HVAC - SCI
Lighting - SCI
Food Service
Appliances and Electronics - SCI
C&l Energy Solutions for Business Program - Agricultural
Small Custom - SCI
Custom Buildings - SCI
EE Kits - SCI X

XX [x|x

X|X|X|©

X[ X |[>x|x

Low-Income Energy Efficiency Program

XXX X|X|X|X
U|(U|TU|(T|T|T

Multifamily

x

Audits - SCI

x

C&I Demand Response Program - Small

SC&I Contracted

HVAC - LCI

x

P

Large Commercial & Industrial Programs

Lighting - LCI

P

C&l Energy Solutions for Business Program -
Large

Custom - LCI

P

Custom Buildings - LCI

Audits - LCI

C&I Demand Response Program - Large

LC&I Contracted

Governmental/Educational/Non-Profit Programs

HVAC - Gov't

XXX |[X[X[X

Lighting - Gov't

Governmental & Institutional Tariff Program

Appliances - Gov't

Street Lighting - Gov't

Audits - Gov't

XXX [X (X

1. “X” is Planned and “P” is Potential

West Penn

November 23, 2015




Energy Efficiency and Conservation Plan Page 13 of 130
Overview of Plan

Like the Phase Il Plan, the Phase Il1 Plan continues the use of incentive level ranges. Under
this approach, the Company has the ability to adjust rebate levels within the range as market
conditions warrant, provided that these adjustments do not increase program costs beyond
approved budgets and the Company discusses potential changes with interested stakeholders.
Based on these ranges, the Company can adjust incentives for the measures or programs to
either avoid overpaying for measures, or if it is determined that an incentive is not sufficient,
the Company can increase incentives to enhance market response without missing potential
opportunities while waiting for resolution through the regulatory process. This allows the
Company to quickly react to changing market conditions, thus, optimizing its efforts to
achieve its energy savings goals.

Appendix D-4 lists the planned incentive level ranges associated with each of the measures
and programs included in the Phase 111 Plan. For some measures, Company pre-approval
may be required and there may be limits on the number of units that will be rebated to any
one customer or through any one program to support process and budget management and
verification of existing equipment. More detail is provided in the individual program
descriptions in Section 3.

The total proposed cost of the Phase 111 Plan is $118 million as reported in Table 6C in
Appendix E. These costs will be recovered through the Company’s EEC-C Rider, which is
summarized in Section 1.8 and is subject to approval by the Commission as part of this Phase
Il Plan. The successful implementation of this Phase 111 Plan is projected to generate Total
Discounted Lifetime Benefits of approximately $195 million and a Total Resource Cost
(“TRC”) Benefit-Cost ratio of 1.2 ° as shown in Table 1A located in Appendix E for the
Energy Efficiency Measures, and Total Discounted Lifetime Benefits of approximately $12
million and a Total Resource Cost (“TRC”) Benefit-Cost ratio of 1.3 as shown in Table 1B
located in Appendix E for the Demand Response Measures.

The EE&C Team has developed a successful strategy for achieving Phase 11 targets
throughout the FirstEnergy Pennsylvania footprint. This strategy includes the use of
outsourced vendors with expertise in program management, program marketing and program
tracking and reporting. This network of contractors reports to a core team within the
FirstEnergy Energy Efficiency group, which oversees the implementation, tracking and
evaluation of programs and measures. Programs are monitored for performance against
projections and, if needed, adjustments are made to improve performance, including a shift of
emphasis from lesser to higher performing programs. Rebate levels are routinely reviewed
and assessed against market conditions, with modifications to rebate levels made if deemed
appropriate after discussing the matter with FirstEnergy’s energy efficiency consultants,
contractors, vendors and stakeholders. This strategy was put in place during Phase I and
Phase 11 of Act 129 and has proven to be successful. The Company intends to continue this
practice throughout Phase IlI.

5 See Section 8.0 for details on the TRC test.
West Penn November 23, 2015
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1.2.  Summary description of process used to develop the EE&C plan and key assumptions used
in preparing the plan.

Process

Figure 1, below illustrates the process undertaken by the EE&C Team to develop the Phase
111 Plan:

Figure 1: FirstEnergy EE&C Plan Development Process

Customers b To determine Customers
class using appliance and into target
available equipment markets for

= il i
preferences characteristics = DSM Programs %3 Program costs [ W Selected set of
S based on L and benefits = DSM Programs
m available based on for promotion,
0 budgets, policy £ develop
experience, implementatio
Universe of DSM Screened :ﬁztl?urﬁglces L] 20
DSM Technologies DSM : :
Technologies accordi ngg to Technologies EIziEEl one
criteria into groupings
according to
end-use
applications
and delivery
approaches

Technology Characterization

When developing the Phase Il Plan, the EE&C Team, which is familiar with the EE&C
plans and related measures being offered by other FirstEnergy utilities, compared each of the
programs and measures included in the Company’s Phase Il Plan to those that may
potentially be offered through the Phase 111 Plan. To the extent Phase Il Plan measures
showed potential, these measures were mapped to the Company’s Phase 111 Plan program
offerings. Other potential measures were identified through peer review and benchmarking
of other utilities and affiliates, industry review, input from stakeholders, consultants and
vendors, and a review of both the Pennsylvania Technical Reference Manual (“TRM”) and
the Market Potential Studies.® The EE&C Team also issued a request for proposal (“RFP”)
for demand response programs. All measures, both current and potential, were assessed
based on (i) experience gained since the Phase Il Plan was approved and implemented,; (ii)
participation results and costs from programs and measures offered in the Company’s Phase
I1 Plan; (iii) information related to the participation results and costs of potential measures
being offered by the other Companies, other FirstEnergy affiliates and other utilities both
within and outside of Pennsylvania; (iv) input from stakeholders as well as the Company’s
energy efficiency consultants and Phase Il Plan program evaluator, ADM Associates, Inc.;
and (v) responses to the demand response RFP (collectively, “Assessment Input”). Based on

6 Act 129 Statewide Evaluator Demand Response Potential for Pennsylvania — Final Report — dated February 25, 2015
and released via Secretarial Letter at Docket No. M-2014-2424864 on February 27, 2015 and Act 129 Statewide
Evaluator Energy Efficiency Potential for Pennsylvania — Final Report — Dated February 2015, released via Secretarial
Letter at Docket No. M-2014-2424864 on February 27, 2015.

West Penn November 23, 2015
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this Assessment Input, the EE&C Team developed participation level estimates and
corresponding program and measure savings estimates. Program costs were then assigned to
each selected measure, which were balanced against the Company’s 2% spending cap.

The EE&C Team used an iterative process to refine and complete the modeling, which
included the review of the projected results for each sector, program, subprogram and
measure with the Company’s energy efficiency consultants and implementation team. This
review included assessing the reasonableness of the projected results based on potential in
the market, potential customer participation, estimated costs and projected savings.
Estimated program participation values were informed by program implementation
experience through the Phase 11 Plan, the implementation of affiliate programs in other
jurisdictions, the experiences of the Company’s energy efficiency consultants with other
utility programs throughout the country, and the market potential study. Potential program
savings were predominantly based upon the values included in the 2016 Pennsylvania TRM,
actual program results to date, individual customer project results, and values in other states’
TRMs that were established to support energy efficiency programs in those jurisdictions.

The Company’s approach balances key sources of information regarding program and
industry experience as follows:

e Program experience and anticipated energy savings, captured through implementation of
the current portfolio of programs, similar programs in other jurisdictions and the market
potential study; and

e Industry experience provided by the Company’s energy efficiency consultants,
stakeholders and Conservation Service Providers.

Assumptions and Potential Risks

The Phase 111 Plan adopts the 2015 Implementation Order assumptions on acquisition cost
for the mandated reductions. The acquisition costs supported in the SWE Market Potential
Study as adopted by the Commission in setting targets dictate the budget available for
incentives and administrative costs associated with program implementation, management,
reporting and evaluation. The Phase 11l Plan incorporates these assumptions into its
estimates of program participants, program budgets and other factors necessary for plan
design.

There are both portfolio based and program/measure specific assumptions that must be made
when modeling the programs included in this Phase 111 Plan. To support the modeling effort,
the Company relied on the incentives and costs of various program elements based on both
the Company’s experience with like programs and input from the Company’s EE&C
consultant based on its industry experience throughout the country. Customer participation
levels and other program/measure specific assumptions are set forth in Appendices D-1 & D-
2.

For purposes of cost effectiveness testing, the EE&C Team assumed a discount rate based on
the Company’s overall post-tax weighted average cost of capital (“WACC”). Avoided cost
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data is based on the methodology prescribed by the Commission in the 2016 Total Resource
Cost (“TRC”) Order.” Cost effectiveness testing is more fully described in Section 8.

Savings values were based upon the protocols included in the Pennsylvania 2016 TRM.

The Phase 111 Plan is also based on an assumption that the Commission will approve the plan
in March 2016 to support CSP development and implementation activities to ready programs
for implementation as close to June 1, 2016 as possible. It further assumes that the
Commission has in place a process, to which it adheres, that affords the Company the ability
to make mid-stream adjustments in a timely manner.

The above assumptions, which are based on currently known conditions, yield results that
provide the Company with the opportunity to meet the Phase 111 energy reduction and peak
demand reduction goals established in the 2015 Implementation Order. However, there are
certain conditions that may change during the Phase I11 Period, which could have a material
impact on actual results:

e Changing economic conditions over the Phase Il period may not support the pace of
investment estimated in the Phase I11 Plan, and slow the pace of mass market penetration;

e New or redesigned programs proposed herein will not have a historical basis for
participation rates and other factors included in the model. This may cause installation
rates to be lower than modeled, particularly in the early years;

e New proposed programs may not provide adequate incentives to achieve targeted
participants’ penetration rates and energy/demand savings;

e The Company’s rates may not induce customer interest in pursuing energy efficiency
projects and the Company may not be able to provide a greater incentive, given the
spending caps to which it must adhere;

e Updates to the TRM or evaluation results may reduce the savings projections for the
programs and measures;

e Goals for Act 129 low-income savings and LIURP participation may prove to be more
aggressive than programs and/or delivery infrastructure are capable of delivering in the
Company’s service territory;

e Acquisition costs associated with the Phase I11 Plan may exceed the estimates assumed
for the Company and restrict the Company’s ability to implement certain programs and
measures or adjust incentives for certain programs and measures;

e Asacknowledged by the Commission in its 2015 Implementation Order (at page 21),
potential changes to PJM demand response programs during the Phase I11 Period, such as
modifications required by the appeal of FERC Order 745 to the U. S. Supreme Court or
through changes in capacity markets or auctions, could pose material uncertainty and risk
related to the Company’s ability to achieve the Phase 111 demand response program
requirements; and

e Adherence to the Commission’s procedural timeline will be critical. Deviations not only
could impact the Company’s ability to comply with the Commission’s 2015

72016 PA Total Resource Cost (TRC) Test, Docket No. M-2015-2468992 (Order entered June 22, 2015).
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Implementation Order, but could also cause the loss of momentum gained during the
implementation of the Phase Il Plan.

Based upon conditions as they exist today, the Company’s Phase 111 Plan is designed in a
manner that will provide the Company with the opportunity to achieve the goals established
under Act 129 and the Commission’s 2015 Implementation Order for reductions in energy
demand and consumption by 2021, and within the spending caps as required under Act 129
and as prescribed by the Commission. The above assumptions and risks have been factored
into the Phase 111 Plan to the degree known. The Company will do its utmost to support the
success of the Phase 111 Plan as it moves through the program years, including ongoing
evaluations of whether Phase I11 Plan modifications are necessary.

1.3.  Summary tables of portfolio savings goals, budget and cost-effectiveness.
The Company’s five year goal is shown in Table 4 below?:

Table 4: Energy Savings Targets per Act 129
Act 129 Mandated Reductions

MWwWh * MW 2
(Five-Year) (Per Year)
West Penn 540,986 64

1. 2015 Implementation Order at pg. 57.
2. 2015 Implementation Order at pg. 35. To be achieved during the months of June-September, 2017 through 2020.

This target is to be achieved for the expenditure level noted below in Table 5, which
represents the annual spending cap established by Act 129.

Table 5: Spending Caps per Act 129

Total Act 129 Allowable Plan
Costs

(Five-Year)*
West Penn $117,813,010

1. 2015 Implementation Order at pg. 11, amount multiplied by 5 to reflect the total allowable
spending for the five-year Phase Ill period

Tables 1-3 located in Appendix E detail the portfolio savings goals, budget and cost-
effectiveness.

8 In addition to the tables required by the Commission (which are designated as “PUC Tables™), the Company developed
additional tables that have been included as additional support.

West Penn November 23, 2015



Energy Efficiency and Conservation Plan Page 18 of 130
Overview of Plan

1.4.

Summary of program implementation schedule over five- year plan period.

The proposed time line for Phase 111 Plan implementation is set forth below. The Company
anticipates that the Company will leverage the existing program implementation processes
that have been developed for the Companies to the extent practical to support timely program
transition and implementation. The Company will use one or more CSPs to transition and
implement the various programs identified in its Phase 111 Plan. These CSPs will be
responsible for the transition and start-up of new programs and measures, which will include,
at a minimum, the identification of appropriate staffing skills and levels and the hiring of the
same, and the development of website(s), promotional strategies, and processes ensuring
quality and other controls supporting successful program transition and implementation. The
CSPs’ transition and start-up phase will include communication and coordination with
Company personnel so as to: (i) present a seamless transition for customers and allies who
either wish to participate or continue participation in new and existing programs that will be
offered during Phase IlI; (ii) maximize process efficiency and controls; and (iii) leverage
Company relationships and communications with customers.

The Company will contractually obligate the CSPs to design a transition and start-up phase
that will be performed in an organized and efficient manner and that strives to maintain and
strengthen constructive relationships with Company program management, customers,
program allies, contractors and other energy program partners. The start-up period will
include milestone objectives and targets along the timeline to completion of program startup.

The transition and start-up period will include a Program Set-Up Period, which will
commence immediately following approval of this Phase 111 Plan. This set up/start up plan
will outline a process to develop the systems and procedures needed to operate the energy
efficiency programs for the Company. The transition and Start-up Plan will include, at a
minimum:

e An organization chart and description of management roles and responsibilities;

e A description of programs and dates of milestone objectives and program launch;

e A description of an implementation and operational plan for use by any subcontractor;
e A plan to facilitate or support program tracking and reporting;

e A determination of the required information transfers between the CSPs, the Company
and the Company’s other energy efficiency or tracking system contractors;

e A plan for creating, installing and testing necessary data collection systems for program
operation and evaluation;

e The establishment of a toll-free number and the processes needed for the Company to
transfer calls it receives related to the programs;

e The development of the detailed processes for managing rebate/incentive applications,
rebate/incentive payment processes, reporting procedures, data collection and data
recording processes, internal billing and related documentation to be sent to the Company
for processing;
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e The identification of potential CSPs and the development of processes for transactions
between the two, including electronic payments between the Company and the CSPs;

e A marketing, promotion and communication plan, which includes a website strategy;
e The creation of a check processing system (if deemed appropriate); and

e A summary of any other program specific preparations needed before the programs are
launched.

During program transition and set-up, the CSPs will meet with the Company, its consultant,
and tracking system contractors as necessary and appropriate in order to properly integrate
the applicable program into the Company’s overall comprehensive Phase 111 Plan.

To the extent possible, the Company anticipates a seamless transition of programs and
measures from the Phase Il Plan to the Phase 11l Plan, noting that a) Phase Il transactions will
be managed to conclusion concurrent with the introduction of Phase 11l programs and b) any
installations completed prior to May 31, 2016 may be included in Company documentation
supporting compliance with Phase Il targets. The Company’s implementation strategy for
this Phase 111 Plan will rely on the use of CSP(s), partners, program allies, community-based
organizations, and other entities engaged in energy-efficiency to promote, communicate,
deliver, and support the effective transition and deployment of the new programs and
measures and suspension of programs and measures not being carried over to Phase I1I.

Consistent with the 2015 Implementation Order, the Company will not begin offering
incentives and rebates to customers upon Commission approval of the Phase I11 Plan and will
initiate controls to ensure that the rebates apply to only those measures installed and
commercially operable after May 31, 2016 and before June 1, 2021. Program measures
installed and commercially operable on or before May 31, 2016, as well as CSP or
administrative fees related to Phase II, are considered Phase Il expenses and will be tracked
and reported accordingly. Program measures installed and commercially operable after May
31, 2016, as well as CSP or administrative fees related to Phase 111, are considered Phase 111
expenses and will also be tracked and reported accordingly. Recovery of Phase 11 costs that
are incurred during Phase Il will be deferred and included in the Phase 111 cost recovery rates.
Phase I11 costs will be accounted for separately from Phase Il costs. Details surrounding cost
recovery are set forth in Section 1.8.

The timeline listed below anticipates Commission approval of the Company’s Plan during
March 2016:

The Company's goal is to maintain the momentum created through programs included in the
Phase 11 Plan and to leverage in the Phase 1l Plan the synergies created through
implementation of those programs. The Phase 111 Plan assumes approval in a time frame that
allows the Company to seamlessly transition from the Phase 11 Plan to the Phase 111 Plan.
The Company will continue to use outside vendors to deliver services in support of many of
its programs, with some vendors operating as turnkey program delivery contractors, and
others providing specific functions across multiple programs. The Company's Supply Chain
group will be involved in the third party contracting process by utilizing bids for the
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servicing of Phase Il programs, with such programs being implemented upon Commission
approval of the proposed CSP contract(s). °

9 Secretarial Letter issued August 14, 2015 approving FirstEnergy Corp.'s "Procedure for Awarding Contracts to PA Act
129 Conservation Service Providers" filed by the Companies on July 28, 2015 pursuant to the Act 129 Phase 111 Energy
Efficiency and Conservation Program Final Implementation Order at Docket No. M-2014-2424864.
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Figure 2: Gantt Chart of Program Schedule Summary
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1.5.

1.6.

1.7.

Summary description of the EDC implementation strategy to acquire at least 15% of its
consumption reduction target in each program year.

This Phase 111 Plan is designed to achieve savings throughout the Phase I11 Period. As
indicated in Table 2 located in Appendix E, it is expected that the Phase I11 Plan will achieve
at least 15% of the consumption reduction targets in each of the plan years. In addition, the
design of the Phase Il Plan and programs, along with the inclusion of incentive ranges rather
than fixed incentive levels, provides the Company with the flexibility to react quickly to
changing conditions to support meeting this requirement should conditions warrant.

Summary description of the EDC implementation strategy to manage EE&C portfolios and
engage customers and program allies.

As already discussed, the Company intends to utilize outsourced vendors who will in turn
develop a network of program allies as deemed appropriate for the applicable program. The
Company intends to secure CSPs and implementation vendors during the first quarter of
2016 for the Phase I11 programs so as to enable a timely program transition and
implementation of the Phase 111 programs and measures once the Phase 111 Plan is approved.
All CSP contracts will be contingent upon Commission approval of both the contract and the
related program.

The Company will oversee a range of contractors and vendors in the delivery of the
programs. Low-income residential programs will be served by a mix of Community Based
Organizations and private vendors under contract with the Company. The Company will
continue to meet with CBOs regarding its Low-Income Program on a quarterly basis and will
provide written materials distributed for such meetings if requested. The Company will
cross-market all low-income programs offered by the Company to confirmed low-income
customers, and refer these customers to other federal and state agency sponsored low-income
programs for which the customer qualifies.

The Company will seek a vendor or group of vendors to deliver services to existing
residential homes and small commercial customers. Non-residential audits will be performed
by a mix of auditing firms and specialized engineering firms that have the expertise to
identify opportunities for specific industries. The Company will also leverage its
relationships with various parties through the stakeholder process, seeking input from
participating stakeholders on how better to reach customers and program allies alike. The
Company will hold a minimum of two stakeholder meetings per year, with additional ad hoc
meetings scheduled as needed or upon stakeholder request.

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 evaluation results.

The Company already has in place many quality control processes and procedures that it
currently utilizes to manage the quality of its programs being offered through the Phase 11
Plan. It is committed to designing and implementing robust processes, organizations and
systems that achieve the energy savings and demand reduction goals established in Act 129
and, where appropriate, will continue to utilize those processes already in place. The
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1.8.

Company’s Phase 111 Plan intends to continue the existing two-fold approach to ensure the
quality of its EE&C programs during implementation which:

e Develops processes to clearly detail the steps to meet EE&C goals while complying with
applicable requirements; and,

e Devises and implements control points at various stages of these processes to establish and
maintain quality.

Section 6 of this report presents plans regarding the data management quality assurance and
evaluation processes for the Phase |11 Plan. Each program description included in Section 3
provides a brief description of the planned evaluation monitoring and verification steps
intended for each program. Further, the Company is committed to working with the
Statewide Evaluation Contractor (“SWE”) to support its efforts at evaluating the programs.
The Company will conduct process evaluations as a way to gauge progress toward the
achievement of goals and identify issues requiring mid-course correction. All programs will
benefit from periodic feedback from stakeholders and vendor-conducted customer
satisfaction surveys. In addition to making interim adjustments to programs as identified
through these feedback activities, the Company will propose any major changes it feels are
necessary in its annual reporting to the Commission or, alternatively, it will propose a plan
change using either the Commission’s standard procedures for rescission and amendment of
Commission orders, or the expedited review process outlined in the Commission’s Order on
Act 129 Energy Efficiency and Conservation Program Phase Il (entered June 10, 2011 in
Docket No. M-2008-2069887) (Minor Plan Change Order) and as affirmed in the
Commission’s 2015 Implementation Order.

Summary description of cost recovery mechanism.

The Company’s proposed EE&C Charge Phase 11 Rider (“Phase 11l EE&C-C Rider”) is
included in Appendix F. The Phase 11l EE&C-C Rider rates are expressed as a price per
kilowatt-hour (“kWh”) for the residential, non-profit, commercial and street lighting classes
and will be billed accordingly. The industrial class will be billed based upon the individual
customer’s Peak Load Contribution (“PLC”) kW. The Phase Il EE&C-C Rider rates will be
calculated separately for each rate schedule/tariff that has been allocated EE&C program
costs, with the revenues collected through these rates being reconciled to actual EE&C
program costs. The Company is proposing that the Phase 11l EE&C-C Rider rates reflecting
the programs and budgets of this Phase 111 Plan become effective for service rendered on or
after June 1, 2016 and continue through May 31, 2021. The amount of revenues that the
Phase 11l EE&C-C Rider rates can recover are capped by Act 129’s 2% spending limit. The
Company will submit to the Commission by May 1 of each year a reconciliation of the Phase
I11 EE&C-C Rider. The Phase Il EE&C-C Rider tariff meets the requirements of 66 Pa.C.S.
8 1307 as required by the Commission’s 2015 Implementation Order and Act 129.
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2. Energy Efficiency Portfolio/Program Summary Tables and Charts

2.1. Residential, Commercial/Industrial Small, Commercial/Industrial Large and
Governmental/Educational/Non-profit Portfolio Summaries.

The Residential, Commercial/Industrial Small, Commercial/Industrial Large and
Governmental/Educational/Non-profit Portfolio Summaries are shown in Table 4 located in
Appendix E.

2.2. Plan data: Costs, Cost-effectiveness and Savings by program, sector and portfolio.

The Costs, Cost-effectiveness and Savings by program, sector and portfolio are shown in
Appendix C and Appendix E.

2.3.  Budget and Parity Analysis.

The Budget and Parity Analysis are shown in Table 5 located in Appendix E.
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3. Program Descriptions

3.1.  Discussion of criteria and process used for selection of programs:

The Company has coordinated EE&C development efforts with the Companies to achieve
cost efficiencies and offer a consistent set of EE&C programs to customers served by these
four companies where available. Section 1.2 outlines the process followed by the Company
when selecting programs. The program selection process included the following activities,
with several activities encompassing the program development timeline and being performed
coincidently or iteratively:

1. The FirstEnergy EE&C Team reviewed potential programs and measures based on
identification by, or feedback from: (i) stakeholders and vendors; (ii) FirstEnergy’s
energy efficiency implementation team; (iii) evaluation contractor and energy efficiency
consultant; and the demand response RFP issued by the Company. The team also
reviewed other industry sources, the Pennsylvania (“PA”) Technical Reference Manual
and the PA Market Potential Study, along with the programs and measures currently
being offered through the Existing Plan, by the other Companies, other FirstEnergy
affiliate utilities and non-FirstEnergy affiliates both within and outside of Pennsylvania.

2. Technologies were grouped by (i) sectors, such as residential and C&al; (ii) end uses, such
as lighting and HVAC; and (iii) program types, such as home performance, and efficient
products.

3. The potential programs and measures underwent a screening process carried out by the
EE&C Team, which included among other things assessment of the technology readiness,
anticipated participation, implementation requirements and cost and savings impacts.
Potential programs and measures were reviewed with the Company stakeholders, the
Company’s implementation team and its energy efficiency consultants.

4. Program cost characteristics were developed at the technology level, including, for
example, incentive levels; marketing, administration and vendor costs; incremental
measure costs; and the availability of other benefits. The value of benefits was developed
from savings estimates or formulas that were included in the PA TRM and PA SWE
Database for those measures covered, historic actuals, and from other industry sources,
including the Database for Energy Efficiency Resources (DEER) and TRMs from other
states. The Company’s results were reviewed by its energy efficiency consultant.

5. The economic modeling was completed on an iterative basis and savings, cost and TRC
values were determined for each program. The TRC results for each of the programs
included in this plan can be found in Tables 7A through 7E in Appendix E.

6. The results from the PA Market Potential Study, prepared by the SWE on behalf of the
Commission, were used to finalize and to confirm that the final program designs and
assumptions are supported by the market potential.

7. Once all programs were designed and modeled, the plan as a whole was evaluated to
balance results and costs to ensure plan reasonableness and compliance in a cost effective
manner. The preliminary plan and results were reviewed with the Company’s
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stakeholders, implementation team and energy efficiency consultants, incorporating,
when appropriate, suggestions for refinement from these groups.

Program designs were then finalized and evaluated based on whether each:
e Promotes cost effective results;
e Involves proven delivery strategies;
e Includes programs that address prescriptive and custom measures; and
e Leverages existing delivery channels that have proven to be successful.

When designing the Phase 111 Plan, the Company utilized the following principles:

e Leverage the portfolio and program design of the Companies that have proven to be
successful,

e Focus on those programs and measures with greater contributions to the energy savings
targets vis-a-vis budget impacts;

e Incorporate additional program services or measures identified as successful from other
EDCs or based on the Company’s consultants;

e Incorporate new and innovative program services or measures that have the opportunity
to contribute to the plan savings during the Phase 111 Plan period.

The Company believes that it has designed a suite of programs, including both proven and
new technologies, that initially provides customers with generic information about saving
energy, and then customized information and services with the intent to move them to make
energy efficiency changes in their own homes and facilities.

3.1.1. Describe portfolio objectives and metrics that define program success (e.g., energy
and demand savings, customers served, number of units installed).

The portfolio design criteria and overall objectives are discussed in Section 3.1 above.
General metrics for each program are discussed below, with individual program metrics
descriptions set forth in Appendices D & E.

Fundamental metrics for program performance are the number of participants, KWh savings,
kW peak load reductions, and dollars spent. Individual program metrics follow the three
main metric designations: Immediate (Near Term) Metrics which are generally numeric
counts, Intermediate Metrics, which generally involve a calculation or data collection
through surveys or other means, and Long-Term Metrics, which generally focus on
accomplishment of broader range goals over longer periods of time.

3.1.2. Describe how programs were constructed for each portfolio to provide market
coverage sufficient to reach overall energy and demand savings goals. Describe
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analyses and/or research that were performed (e.g., market, best-practices, market
modeling).

Figure 3 presents a schematic diagram of the analyses the Company used to develop
programs, based on available information, experience of the Company and the other
Companies and input from the Company’s consultants and stakeholders. Generall