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Tori L. Glesler, Fsq. 610-929-3601
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May 9, 2016

Vid ELECTRONIC FILING

Rosemary Chiavetta, Secretary
Pennsylvania Public Utility Commission
Commonwealth Keystone Building

400 North Street, 2" Floor

Harrisburg, PA 17120

Re:  Petition of Direct Energy Services, LL.C to Expand Retail Market
IEnhancements; Docket No. P-2016-2535033

Dear Secretary Chiavetta:
Enclosed please find the Answer of Metropolitan Edison Company, Pennsylvania Electric
Company, Pennsylvania Power Company and West Penn Power Company to the Petition of Direct

Energy Services, LLC in the above-referenced matter. This document has been served upon the
parties as evidenced by the enclosed Certificate of Service.

Please contact me if you have any questions.
Very truly yours,

Tort L. Giesler

dim
Enclosures

c: As Per Certificate of Service




BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Petition of Direct Energy Services, LLC to Docket No. P-2016-2535033
Expand Retail Market Enhancements

ANSWER OF METROPOLITAN EDISON COMPANY, PENNSYLVANIA
ELECTRIC COMPANY, PENNSYLVANIA POWER COMPANY AND
WEST PENN POWER COMPANY TO THE PETITION OF
DIRECT ENERGY SERVICES, LLC

TO THE PENNSYLVANIA PUBLIC UTILITY COMMISSION:

Pursuant to 52 Pa. Code § 5.66, Metropolitan Edison Company (“Met-Ed™), Pennsylvania
Electric Company (“Penelec”), Pennsylvania Power Company (“Penn Power”) and West Penn
Power Company (“West Penn”) (collectively, the “Companies™) hereby submit this Answer to the
Petition of Direct Energy Services, LLC (“Direct Energy™) to Expand Retail Market Enhancements
(“Petition”) in the above-captioned proceeding.

I INTRODUCTION

On March 18, 2016, Direct Energy filed its Petition with the Pennsylvania Public Utility
Commission (“Commission”) requesting that the Commission issue an order modifying and
restarting the Retail Opt-In (“ROI”) Program originally contemplated by the Commission’s
Investigation into Pennsylvania’s Retail Electric Market (“RMI)! and subsequently suspended by
the Commission in 2013 through each electric distribution company’s (“EDC”) then-pending
default service plan proceeding. On March 24, 2016, the Commission issued a Secretarial Letter
(“March 24 Secretarial Letter”) directing that the Petition be served on all jurisdictional EDCs and

all electric generation suppliers (“EGSs”) serving in the PECO Energy Company (“PECO”) and
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PPL Electric Utilities Corporation (“PPL”) territories. As such, Direct Energy served its Petition
in accordance with the March 24 Secretarial Letter on March 28, 2016, starting the clock for
responsive pleadings. On April 13, 2016, the Retail Energy Supply Association requested a
twenty-day extension to the response period, which extension was granted on April 14, 2016,
making responses due on or before May 9, 2016.

Direct Energy’s proposal should be rejected on the basis that the reintroduction of the ROI
as modified by Direct Energy’s Petition would effectively require EDCs to market Commission-
endorsed EGS value-added products and services which will compete with the same EDCs’
statutorily-required energy efficiency and conservation (“EE&C”) programs, to the detriment of
those EDCs. Furthermore, the proposal outlined in Direct Energy’s Petition does not contemplate
how the pilot’s results are to be measured and evaluated. To the extent that the Petition is granted
in whole or in part, these items must be addressed in a way that preserves the due process rights
of all EDCs, including both those to participate in the pilot and those not selected for the pilot.
Further, EDCs must be guaranteed full and current cost recovery as well as afforded ample time
to implement whatever model would ultimately be developed as a model through this process.

IL ARGUMENT

It Would Be Inappropriate To Require EDCs To Actively Market Commission-

Endorsed Value-Added Products And Services Which Conflict With The Statutory

Mandates Under Which They May Simultaneously Be Found In Violation And Fined.

Direct Energy’s Petition specifically references its primary goals as intended to: “1) offer
customers a stable price and new and innovative products and services; 2) provide participating
customers added-value products and services to assist them in placing downward pressure on their
overall energy bills by helping them better manage their energy usage; and 3) facilitate the overall

deployment of energy-efficiency, demand-response, and connected home devices through




increased consumer participation in the competitive market.” While the Companies remain
committed to supporting the current vitality and continued growth of Pennsylvania’s retail electric
market, the very stated intent behind the proposal is troubling. In an effort to forward this goal,
the proposal set forth by Direct Energy would not only restart the ROI, but would modify the ROI
in one very important respect: the inclusion of a “value added product or service that will assist
them [customers] in reducing their electricity bills by, for example, helping them conserve or better
manage their energy usage.” The proposal specifically calls for the product or service to be
“certified by the Commission as being an energy saving or energy management product or
service,” and outlines specific examples of products and services which could be considered.
Finally, the proposal calls for EDCs to facilitate mailers outlining the details of these products and
services, as well as provide EGS-supplied literature, to customers in an effort to market the
offerings.’

These features of the proposal set forth by Direct Energy present concerns which impact
all Pennsylvania EDCs in that they create a program that not only has the potential to detract from
an EDC’s ability to meet its own statutory obligations under Act 129, but would do so by forcing
EDCs to market products, on behalf of EGSs, which have been endorsed by the Commission.
Section 2806.1 of the Pennsylvania Public Utility Code (“Code™)® certainly does not prohibit EGSs
from offering “value added products and services,” including EE&C measures. However, Section
2806.1 places a significant statutory mandate on EDCs, from which EGSs are totally absolved.
Specifically, Section 2806.1 imposes directly on EDCs, and requires the Commission to continue

to impose, specific targets for EDCs to reduce electric consumption and peak demand. Section

2 Petition at 3 (emphasis added).
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2806.1 further requires that EDCs file detailed plans identifying with specificity the measures they
will impose to achieve targeted customer usage reductions. It also requires the Commission to
review those plans in detail and approve them before they become effective — or dictate
modifications as the Commission concludes may be necessary to achieve the goals of Act 129,
Finally, and most importantly, Section 2806.1(g) requires EDCs to achieve their targeted usage
reductions within a statutorily defined cost cap and, at the same time, Section 2806.1(h) imposes
substantial penalties, of up to $20 million, for not achieving their required reductions by specific
deadlines. In other words, while limiting how much EDCs may expend to achieve mandated usage
reductions, Section 2806.1 subjects them to significant penalties if they do not reach their
mandated reductions by specific points in time. This is a challenging enough position for EDCs
to find themselves in. This position becomes even more challenging when faced with products
being offered in the marketplace which are viewed as a “supplement to the programs instituted by
the EDCs in compliance with Act 129." However, a proposal to require the EDCs themselves to
market such products and services, which would carry the “certification” of the Commission, when
those very products and services may serve to undercut or compete with (whether unintentionally
or otherwise) the efforts that very EDC is undertaking in order to avoid serious financial penalties,
is fundamentaily flawed.

Direct Energy seems to recognize this challenge in its Petition, suggesting that “it may be
possible to coordinate the energy efficiency products and services to be provided as part of this
ROI' with each EDC’s Act 129 programs to ensure maximum efficiency.” Direct Energy goes on
to propose a collaborative be initiated to discuss this topic.® While the Companies appreciate this

sentiment and recognize that such a construct could help to alleviate some of the concerns

7 Petition at 17.
8 1d.



regarding Direct Energy’s proposal, the reality is that it is not clear whether this is permissible as
the law currently stands, and may require legislative changes.

It must be emphasized that EDCs do not offer Act 129-mandated EE&C programs in an
effort to compete with EGSs. As the foregoing suminary of key Section 2806.1 provisions makes
clear, EDCs did not adopt EE&C programs in an attempt to exploit their positions as default service
or distribution providers in order to offer EE&C products and services. EDCs do not earn any
profit on their efforts and have no motivation, apart from avoiding significant financial penalties,
to offer the programs they do today. In short, Section 2806.1 imposes significant burdens on
EDCs, subjects them to risks of loss and substantial (up to $20 miilion) penalties, and provides no
rewards of any kind; if EDCs do everything right, the best they can achieve is avoidance of a
penalty and recovery of most — but not necessarily all — of the costs of implementing statutorily
mandated EE&C programs. It is patently unfair to allow EGSs to offer Commission-certified
products and services - marketed by the EDCs themselves - where they, unlike EDCs, have no
obligation to achieve specific usage reductions by prescribed deadlines; are not restricted by
mandated cost caps; and are not subjected to penalties if they miss their usage reduction targets.
EGSs are free to “cherry pick” the usage reduction opportunities that provide the greatest
reductions at the least effort and lowest cost. This not only maximizes business opportunities and
profits for EGSs, it does so at the expense of EDCs. The very offering of these products makes
EDCs’ targeted reductions much harder to achieve, while keeping the same cost caps in place and
continuing to subject EDCs to penalties for failing to achieve those reductions. However, the
additional steps of Commission certification of these products and services paired with EDC-
sponsored marketing of such offerings would create the very real potential for confiscatory

treatment of EDCs by requiring them to hit targets that have become unachievable and subjecting

them to penalties when they fall short.



Direct Energy’s proposal, while postured as a supplement intended to further the policies
of the Commonwealth, in fact stands to undermine the entive EE&C concept as envisioned and
carefully delineated in Act 129. By further developing such products and requiring what amounts
to EDC and Commission sponsorship of those products, Direct Energy is promoting a program
which would begin to, in effect, displace EDCs as the principal administrators of Act 129-
compliant EE&C plans in their respective service areas, but without the elimination of the
associated penalties. That simply cannot — and should not - be done without a legislative change
that radically restructures Section 2806.1. EGSs have no right to be granted Commission
certification of their products and services as effective EE&C measures while EDCs remain subject
to significant penalties if they do not achieve mandated usage reductions that, under those
circumstances, would be a function of factors outside their control. Making EDCs the guarantors
of mandated usage reductions while at the same time mandating EDCs to market government-
endorsed measures that could achieve those reductions through alternative paths is a “Catch-22”
that violates due process, subjects EDCs to confiscatory regulatory requirements and, therefore,
would not withstand legal scrutiny. Thus, the requirement that EDCs market, on behalf of EGSs,
products and services which carry Commission certification and which would be eligible for
inclusion in an EDC’s Act 129 program must not be implemented without statutory changes that,
at a minimum, eliminate the penalty provisions currently embedded in Section 2806.1.

To The Extent Such Programs Are Directed, EDCs Must Be Provided Ample Time
For Implementation And Full And Current Cost Recovery Of Implementation Costs

From a timing perspective, Direct Energy requests that implementation be required of

EDCs identified for the pilot (PPL and PECO) by October 2016. While the Companies are not



directly impacted by this proposal as it is been filed, they caution the Commission and parties to
be mindful of the timelines necessary and reasonable for an EDC to implement such a program,
even if the ROI were to be re-initiated absent the proposed EE&C product and service components,
Any timeline imposed for implementation of the pilots or any future programs must make sense
given the procedural steps which must be taken before the Commission and subsequent technical
implementation to be undertaken by the EDCs. As an example, Direct Energy proposes a ten-step
procedure for adoption of a pilot model in its Petition. A review of the timelines necessary to
complete each of these steps paired with the Commission’s public meeting schedule makes it clear
that an October 2016 implementation date is unlikely, if not entirely unworkable.

Also, while Direct Energy correctly notes that ROl programs had been previously
discussed for each EDC in 2013, it ignores the fact that steps towards implementation of these
programs were either cancelled or interrupted by the suspension of those programs at that time —
at least for the Companies’ part, no further implementation work has been completed.
Furthermore, modifications to the programs as proposed would make any work that was
implemented subject to possible change. Therefore, significant work may be required, depending
on the level of modifications directed to the previously-considered models. It is important that
any pilot or program directed by the Commission on this topic take into account the work to be
performed in implementing the program, beginning from the point a final order is issued creating
such an obligation on the part of the EDC.

From a cost recovery standpoint, the Companies agree with Direct Energy that EDCs must

be granted full and current recovery of the costs associated with implementation of such programs,



To that end, EDCs should be permitted to seek recovery of all prograin costs through a reconcilable

surcharge mechanism.

Interested Parties Must Be Given An Opportunity To Consider Results And Provide
Input Regarding Next Steps Following Conclusion Of Any Proposed Pilot

Direct Energy proposes that the pilot initially run in the PECO and PP, territories, on the
basis of their smart meter deployment status as of this time. Direct Energy does not specify the
exact method through which an evaluation of the pilot results be undertaken, nor what procedural
steps would follow before PECO and PPL be directed to continue, or other EDCs be directed to
adopt, such programs. However, it is clear that Direct Energy does contemplate input in the form
of comments from interested parties.”

To the extent a pilot is directed from this proceeding and, at its conclusion, all jurisdictional
EDCs are required to develop such a model for implementation based on experience from the
pilots, it is critical that all interested parties be given an opportunity to review, reconsider, and
propose alternative models (or discontinuance) of any portions of the pilots, then-current market
conditions, and any other factors that may develop over the interim period, Due process rights
require that EDCs and all interested parties be afforded such an opportunity prior to any directive
to continue or implement such programs going beyond the pilot period.

WHEREFORE, for the reasons stated above, the Companies respectfully request that the
Commission deny the Petition of Direct Energy Services, LLC to Expand Retail Market
Enhancements consistent with the reasons outlined in this Answer. Alternatively, the Companies

request that Direct Energy’s proposal be modified to remove the EE&C-oriented products and
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services contemplated to be included as part of any ROI offering and that proper timing, cost

recovery and due process be afforded all interested parties at the conclusion of the pilots.

Dated: May 9, 2016

Respectfully submitted,

Tori L. Giesler

Attorney No. 207742

FirstEnergy Service Company
2800 Pottsville Pike

P.O. Box 16001

Reading, Pennsylvania 19612-6001
(610) 921-6658
tgiesler@firstenergycorp.com

Counsel for Metropolitan Edison Company,
Pennsylvania Electric Company, Pennsylvania
Power Company and West Penn Power Company
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Expand Retail Market Enhancements
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CERTIFICATE OF SERVICE

1 hereby certify that 1 have this day served a true copy of the Answer of Metropolitan
Edison Company, Pennsylvania Flectric Company, Pennsylvania Power Company and West Penn
Power Company to the Petition of Direct Energy Services, LLC upon the individuals listed below,
in accordance with the requirements of 52 Pa, Code § 5.61 (relating to service by a participant),

Service by first class mail, as follows:

Divesh Gupta, Esquire
Constellation Energy Group, Inc.
100 Constellation Way, Suite 500C
Baltimore, MD 21202

Director of Customer Energy Services
Orange and Rockland Company

390 West Route 59

Spring Valley, NY 10977-5300

Legal Department

West Penn Power d/b/a Allegheny Power
800 Cabin Hill Drive

Greensburg, PA  15601-1689

Craig Williams, Esq. PECO
Energy Company 2301 Market
Street

Philadelphia, PA 19101-8699

Regulatory Affairs Duquesne
Light Company

411 Seventh Street, MD 16-4
Pittsburgh, PA 15219

Legal Department

Attn: Paul Russell PPL
Two North Ninth Street
Allentown, PA 18108-1179

UGTI Utilities, Inc.

Attn: Rates Dept. - Choice Coordinator
2525N. 12th Street, Suite 360

P.O. Box 12677

Reading, Pa 19612-2677

Citizens' Electric Company Company
Attn: EGS Coordination

1775 Industrial Boulevard
Lewisburg, PA 17837

Wellsboro Electric Company
Attn: EGS Coordination

33 Austin Street

P. 0.Box 138

Wellsboro, PA 16901

Suzie Kim

5Linx Enterprises, Inc.
275 Kenneth Dr, Suite 100
Rochester, NY 14623

Stephen Spears

Accenture LLP

161 North Clark St., Suite 2300
Chicago II, 60601

Kathy Kiernan, Senior VP
Affiliated Power Purchasers, Inc.
224 Phillip Morris Drive, Suite
402

Salisbury, MD 21804
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Edward C. Jackson
Affinity Energy Management, LLC 220

Cherry Blossom PI
Hockessin, DE 19707

Elisa Kaplan

Acclaim Energy Advisors
Two Riverway, Suite 800
Houston, TX 77056

Douglas R. Berry CEO
Achieve Energy Solutions LLC
4550 Lena Drive
Mechanicsburg, PA 17055

Andrew D, Lecce

ADIL High Voltage, Inc.

629 Deerwood Ln 7P.O. Box 1569
Keller, TX 76248

Nancy Williams

AEP Energy Inc.

225 West Wacker Drive. Suite 700
Chicago, IL 60606

Agera Energy, LLC
555 Pleasantville Road, Suite 107-§
Briarcliff Manor, NY 10510

AGR Group Inc 1540 E.
Warner Ave
Santa Ana, CA 92705

Skye Logan

AGR Group Nevada, LLC

2725 East Desert Inn Road. Suite 200
Las Vegas, NV 89121

Agway Energy Services, LLC
P.O. Box 4819
Syracuse, NY 13221-4819

Allegheny Energy Supply Co. LLC 341
White Pond Drive
Akron, OH 44320

Alpha Gas & Electric, LLC
917 Route 45, Suite 202
Pomona, NY 10970

Kevin Johnson AlphaBuyer, LLC
1 S. Bacton Mill Rd, Unit 1
Malvern, PA 19355

Tiffany Porter Holtzman
Alternative Esco LLC
3510 Butler Street
Pittsburgh, PA 15201

Fritz Kreiss

Alternative Utility Services Inc.
750 Veterans Pkwy, Suite 104
Lake Geneva, WI 53147

Ambit Northeast LI.C d/b/a Ambit Energy

1801 North Lamar Street, Suite 200
Dallas, TX 75202

General Counsel AMERESCO, INC
111 Speen St, Suite 410
Framingham, MA 01701

Paul Puchot

Amerex Brokers, LLC

1 Sugar Creek Center Blvd., Suite 700
Sugar Land, TX 77478

Jon Gilbert

America Approved Commercial LLC
13451 McGregor Blvd, Unit 29
Fort Myers, FL 33919

American Enerpower Franchisor, LLC
14027 Memorial Dr,, Suite 156
Houston, TX 77079
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Melissa Smith

American Power & Gas of Pennsylvania

LLC
10601 Belcher Rd South
Seminole, FL. 33777

Scott Helm
American PowerNet Management LP

45 Commerce Dr.,
Wyomissing, PA 19610

Dimitris Kapsis
American Utility Management Inc.

333 E. Bulterfield Rd., 3rd Floor Lombard,

IL 60148

Jon Loercher

Amerigreen EnergyEnergy Inc.
1650 Manheim Pike, Suite 201
Lancaster, PA 17601

Lindsay Farrenkopf

Andrew Ruszkay d/b/a Guaranteed
Electric Brokers

150 Grand Street, 4th Floor

White Plains, NY 10601

Anthracite Power & Light Company
10 Gilberton Road '
Gilberton, PA 17934

April Kreller, VP of Operations AOBA
Alliance, Inc.

1050 17th St NW, Suite 300
Washington, DC 20036

AP Gas & Electric (PA), LLC, d/b/a

APG&E
6161 Savoy Drive, Suite 500
Houston, TX 77036

ArcelorMittal USA, LLC:
3300 Dickey Rd.
East Chicago, IN 46312

Jonathan Peele

Aspen Energy Corporation
4789 Rings Road, Suite 100
Dublin, OH 43017

Bryan P. Yahoobian

Best Practice Energy, LLC
21 Juniper Road
Wakefield, RI 02879

Jason K. Fox

Astral Energy LLC
16 Tyson Place
Bergenfield, NJ 0762

Steve Garson

Better Cost Control d/b/a Ardor Energy

2274 Washington Street
Newton, MA 02462

Ms. Ngoc Tran

Atlas Commodities LLC

24 E Greenway Plaza, Suite 445
Houston, TX 77046

AOBA Alliance, Inc.
1050 17th St., NW, Suite 300
Washington, DC 20036

AP Gas & Electric (PA), LLC
d/b/a APG&E

6161 Savoy Dr, Suite 500
Houston, TX 77036

James C. McDonell, COO
Avalon Energy Services, LLC
5507 Lambeth Road
Bethesda, MD 20814

AUl Associates Inc.

1122 Nottingham Dr.
West Chester, PA 19380-4055
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Jim Charron

Avion Energy Group

1475 Buford Dr, Suite 403-186
Lawrenceville, GA 30043

Jessica Seff

Axiom Retail Energy, LLC
d/b/a SearchForEnergy, LL
4203 Montrose Blvd, Suite 650
Houston, TX 77006

Derrick Parkhill Bargain Energy, LL.C
3 Sugar Creek Centre Blvd, Suite #100
Houston, TX 77042

Dana A. LeSage, P.E.
Berkshire Energy Partners, LLC
9 Berkshire Road

Landenberg, PA 19350

Jenmifer OHara

Best Power, LLC

330 W. Bearss Ave., Suite A
Tampa, FL. 33613

Peter A. Leiter

Better Cost Energy

12714 Veirs Mill Road, Suite 204
Rockville, MD 20853

Corey Rose Akios BidURenergy
4455 Genesee Street, Bldg. 6
Buffalo, NY 14225

John R. Lyons

BKE Mechanical Inc.

d/b/a BKE Energy, Inc.

11524 W. 183rd Sireet, Suite 200 Orlando
Park, IL. 60467

Nazario Jureidini

Blue Pilot Energy, LLC

740 Florida Central Pkway, Suite 2028
Longwood, FI. 32750

Wendy DeFazio BlueRock Energy, Inc.
432 N. Franklin St., Suite 20
Syracuse, NY 13204

Robert Kramb, President
Bmark Energy, Inc.
791 Prince St., #177
Pismo Beach, CA 93449

Ann Linn, Manager of Customer Relations
Border Energy Electric Services, Inc.
9787 Fairway Dr.

Powell, OH 43065

Georgianna Schreck Borough of Columbia
308 Locust Street
Columbia, PA 17512

Katherine Wright

VP Customer Management
Bounce Energy PA, LLC
d/b/a Bounce Energy

2802 Albany Street
Houston, TX 77006

Bradley R.Lewis
13900 Nicklaus Dr.
Overland Park, KN 66223-2999

Justin C. Helms

Branded Retail Energy Co., LLC
2501 N. Harwood St., Suite 2500
Dallas, TX 75201
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Jeftrey J. Costello, President Richard Brookman Brice Associates LLC
Black Diamond Energy Consultants, Inc. 246 4777 Cafferty Road

S. Oak Street Erwinna, PA 18920

Mt Carmel, PA 17851

Dated: May 9, 2016 UYL, A
Tori L. Giesler
FirstEnergy Service Company
2800 Pottsville Pike

P.O. Box 16001

Reading, Pennsylvania 19612-6001
(610} 921-6658

tgiesler@Mrstenergycorp.com
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