ATTORNEYS AT LAW

March 19, 2014

Via Electronic Filing
Rosemary Chiavetta, Secretary
PA Public Utility Commission
PO Box 3265

Harrisburg, PA 17105-3265

Eckert Seamans Cherin & Mellott, LLC
213 Market Street

8™ Floor

Harrisburg, PA 17101

Re:  Petition of PECO Energy Company for Approval
Of its Act 129 Phase 1I Energy Efficiency and
Conservation Plan; Docket Nos. M-2012-2333992; P-2014-

Dear Secretary Chiavetta:

TEL 717 237 6000
FAX 717 237 6019
www.eckertseamans.com

Sarah C. Stoner
717.237.6026
sstoner@eckertseamans.com

Enclosed for electronic filing is Comverge, Inc.’s Answer in Support of the Petition of PECO for
Approval of its Act 129 Phase II Energy Efficiency and Conservation Plan, in the above-
referenced matter. Copies have been served in accordance with the attached Certificate of

Service.
Sincerely,

LC [/1/\\
Sarah C. Stoner

SCS/jls

Enclosure

ce: Hon. Dennis J. Buckley w/enc.

Certificate of Service w/enc.
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CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing document has been served

upon the following persons, in the manner indicated, in accordance with the requirements of 52

Pa. Code § 1.54 (relating to service by a participant).

VIA EMAIL AND/OR FIRST CLASS MAIL

Anthony E. Gay, Esq.
Jack R. Garfinkle, Esq.

Exelon Business Services Company

2301 Market Street; S23-1

P.O. Box 8699

Philadelphia, PA 19101-8699
anthony.gay@exeloncorp.com
jack.garfinkle@exeloncorp.com

Thomas P. Gadsden, Esq.
Kenneth M. Kulak, Esq.
Brooke E. McGlinn, Esq.
Morgan, Lewis & Bockius LLP
1701 Market Street
Philadelphia, PA 19103-2921
tgadsden@morganlewis.com
kkulak@morganlewis.com
bmceglinn@morganlewis.com

Johnnie Simms, Esquire
Richard Kanaskie, Esquire
PA PUC BIE

P.O. Box 3265

Harrisburg, PA 17105-3265
josimms@pa.gov
rkanaskie@pa.gov

Kriss Brown, Esq.

Law Bureau — PA PUC
Commonwealth Keystone Bldg.
400 North Street

P.O. Box 3265

Harrisburg, PA 17105-3265
kribrown@pa.gov
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Aron Beatty, Esq.

Office of Consumer Advocate
555 Walnut Street

5th Floor, Forum Place
Harrisburg, PA 17101
abeatty(@paoca.org

Daniel Asmus, Esq.

Office of Small Business Advocate
Commerce Building, Suite 1102
300 N. Second Street

Harrisburg, P A 17101
dasmus@pa.gov

Christina Simeone, Esq.
PennFuture

200 First Street, Suite 200
Pittsburgh, PA 15222
simeone@pennfuture.org

Patrick M. Cicero, Esq.

Harry S. Geller, Esq.
Pennsylvania Utility Law Project
118 Locust Street

Harrisburg, P A 171 01
PCiceroPULP@palegalaid.net
pulp@palegalaid.net

J. Barry Davis, Esq.

Scott Schwarz, Esq.

City of Philadelphia Law Department
1515 Arch Street, 16th Floor
Philadelphia, P A 19102
j.barry.davis@phila.gov
scott.schwarz@phila. gov



Barry A. Naum, Esq.

Derrick Williamson, Esq.

Spilman Thomas & Battle, PLLC
1100 Bent Creek Boulevard, Suite 101
Mechanicsburg, P A 17050
bnaum@spilmanlaw.com
dwilliamson@spilmanlaw.com

Adeolu A. Bakare, Esquire
Mcnees Wallce & Nurick
100 Pine Street

P.O. Box 1166
Harrisburg, Pa 17108
Abakare@mwn.com

Date: March 19, 2014
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

PETITION OF PECO ENERGY
COMPANY FOR APPROVAL OF ITS
ACT 179 PHASE Il ENERGY Docket No. M-2012-2333992
EFFICIENCY AND CONSERVATION : P-2014-

PLAN

ANSWER OF COMVERGE, INC. IN SUPPORT OF THE PETITION OF PECO
ENERGY COMPANY FOR APPROVAL OF ITS ACT 129 PHASE II
ENERGY EFFICIENCY AND CONSERVATION PLAN

Daniel Clearfield, Esquire

Attorney ID 26183

Sarah Stoner, Esquire

Attorney ID 313793

Eckert Seamans Cherin & Mellott, LLC
213 Market St., 8th Floor

Harrisburg, PA 17101

Phn 717.237.6000

Fax 717.237.6019

Date: March 19, 2014 Attorneys for Comverge, Inc.
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Comverge, Inc. (“Comverge”)! hereby files this Answer in support of PECO’s Petition to
Amend its Act 129 Phase II Energy Efficiency and Conservation Plan (“Phase II Plan”) in order
to include in its Phase II Plan the continuation of its Mass Market Direct Load Control (“DLC”)
measures for residential and small commercial customers (collectively, “Mass Market DL.C
Program” or “DLC Program”) for the remainder of the Phase II Plan period (through May 31,

2016).

I. SUMMARY OF COMVERGE’S POSITION

In its Opinion and Order dated May 9, 2013, the Commission approved the addition of
the PECO Mass Market DLC Program to the Company’s Phase II Plan, as well as PECO’s other
proposed modifications (“the DLC Approval Order”).? The Commission found that the Mass
Market DLC Program was cost-effective and that PECO could fund the Program with Act 129
Funds and still meet its 2.9% consumption reduction target for Phase I1.

To continue this success, PECO now proposes to improve its Phase II Plan and
Comverge fully supports PECO's proposed amendments. In its proposed changes to the Phase
II Plan, PECO provides a summary of comparisons of PECO’s proposed program budget,
incentive costs, projected energy savings, projected peak demand reduction, net benefits and
Total Resource Cost (“TRC”) cost/benefit ratio to current levels under PECO’s Phase II Plan

approved by the Commission on May 9, 2013. Specifically, Comverge supports the improved

! Comverge is a leading provider of energy management products and services to various customers.
Comverge is registered as a Conservation Service Provider (“CSP”) on the Commission’s Registry of
CSPs. See Petition of Comverge, Inc., Docket No. A-2009-2113604, Secretarial Letter dated Nov. 3, 2011.
Comverge has been active in providing complex energy management programs, demand response (“DR” or
“demand reduction”) measures and related services to electric distribution companies (“EDCs”) and to
residential, small and large commercial, and industrial customers throughout Pennsylvania, including in
PECOQ’s service territory.

2 Opinion and Order, Petition Of PECO Energy Company For Approval Of Its Phase Il Energy Efficiency
And Conservation Plan, Docket No. M-2009-2093215 (Order entered May 9, 2013) (“DLC Approval

Order”).
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amendments to PECO’s Phase II Plan regarding the PECO Smart AC Saver - Residential
Program and PECO Smart AC Saver — Commercial Program. A summary of the proposed

modifications follow:

PECO Smart AC Saver (Residential)

Measure Level Change Highlights:
» Increased program budget for PY 2014 and PY 2015.

» PECO estimates that the program delivery, equipment, and incentive level
costs for PY 2014 and PY 2015 for the Smart AC Saver programs will increase (even
though savings remain the same) given the need to enroll new customers to replace
those who decide not to continue, as well as due to anticipated re-negotiated
contracts with the CSP service providers in PY 2014 and PY 2015.

»  Benefit-cost analysis for the Smart AC Saver Residential and Commercial
program are combined, thereby providing only a single TRC result for both
programs.

Total PY 2013 - PY 2015 Program Budget $9,358,804 $28,651,944 206%
Total PY 2013 - PY 2015 MWh Savings 0 0 -
Total PY 2013 - PY 2015 Peak MW Reduction 78.0 78.0 -
TRC 3.0 2.5 148%

[1] Smart AC Saver is primarily a residential program with a small commercial component. Net Benefits and TRC represents benefits and

costs from the combined, residential and commercial, program.

3 DLC Approval Order at 14, 16.
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PECO Smart AC Saver (Commercial)
Measure Level Change Highlights:

> Allocation of additional budget so the program may continue through PY 2014 and PY 2015

» PECO estimates that the program delivery, equipment, and incentive level costs for PY
2014 and PY2015 for the Smart AC Saver programs will increase (even though savings
remain the same) given the need to enroll new customers to replace those who decide not to
continue, as well as due to anticipated re-negotiated contracts with the CSP service
providers in PY 2014 and PY 2015.

» Benefit-cost analysis for the Smart AC Saver Residential and Commercial program
are combined for the February’14 plan version, thereby providing only a single TRC
result for both programs.

Total PY 2013 - PY 2015 Program Budget $531,221 $1,620,329 205%
Total PY 2013 - PY 2015 MWh Savings 0 0 -
Total PY 2013 - PY 2015 Peak MW Reduction 26 26

TRC 1.0 2.5 148%

[1] Smart AC Saver is primarily a residential program with a smail commercial component. Net Benefits and TRC represents benefits and

costs from the combined, residential and commercial, program.

PECO has explained that as a result of these proposed amendments to adjust several Plan
measures and to extend PECO’s Mass Market DLC Program through May 31, 2016, its Plan is
projected to continue to achieve energy savings at 105% of the Commission’s fequired target at
an increased TRC ratio of 1.54. PECO’s Mass Market DLC Program includes both the PECO
Smart AC Saver-Residential Program (the primary component) and the PECO Smart AC Saver-
Commercial Program. Inthe Amended Plan, PECO has combined the two Programs for the
purpose of calculating the TRC given the common administration of the Program across these
customer groups.

With these Phase II Plan amendments, PECO can fund cost-effective and valuable

demand response (“DR”) programs under the Phase II budget while still enabling PECO to meet

4 PECO Petition at 2.
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the 105% energy reduction target and will reduce overall spending by almost $1 million. PECO
has demonstrated that it will be able to operate the Mass Market DL.C Program within the
Company’s Phase II plan spending cap.

Continuing the valuable DLC program is eminently reasonable because demand
response programs provide numerous benefits including ensuring reliability and lowering costs
for consumers as well as utilities. In fact, the proposed PECO DLC Program is prudent and cost-
effective, captures significant benefits and avoids waste and stranding assets.

In the PECO Phase 1I Order’, the Commission found, inter alia, that PECO’s Phase 11
Plan met the overall conservation requirements of the Phase IT Implementation Order.® The
Commission also addressed the applicable requirements of Act 129, 66 Pa. C.S. § 2806.1,7 and
determined that PECO’s proposed Phase II Plan should be approved, subject to specific
modifications. In the May 9, 2013 DLC Approval Order, the Commission stated that it reviewed
the proposed changes to PECO’s Phase II Plan and found that “they do not alter our
determination that the Revised Phase II Plan complies with the Phase II Implementation Order

and the applicable requirements of Act 129.”8

In its DLC Approval Order, the Commission pointed out that the OCA, Comverge and

PennFuture all support the approval of PECO’s DLC Petition.” In its Comments, the OCA stated

3 Final Order, Petition of PECO Energy Company For Approval Of Its Phase 1l Energy Efficiency And
Conservation Plan, Docket No. M-2009-2093215 (Order entered February 28, 2013) (“PECO Phase II
Order™).

6 Energy Efficiency and Conservation Program, Docket Nos. M-2008-2069887 and M-2012-2289411 (Final

Order entered August 3, 2012) (“Phase II Implementation Order™).

In particular, the Commission found that the Phase II Plan met the Act 129 requirements for: (1) a variety
of programs equitably distributed; (2) ten percent of energy reductions from government, institutional and
non-profit customers; and (3) specific energy efficiency measures for low-income households.

8 DLC Approval Order at 15-16.

o DLC Approval Order at 12.
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that it has consistently supported the continuation of PECO’s cost-effective DLC Program.'?

The OCA explained that once an EDC installs a DLC switch on the customer’s premises and a
communication system to control that switch, those infrastructure costs are sunk whether the
switch is used or not. Therefore, the OCA recommended that demand response programs, once
implemented, should be sustained so that the continued savings made possible by the initial
investment can be realized. The OCA stated that it agrees with PECO that its DLC Program “has
been a successful and cost-effective component [of PECO’s Phase I Plan].”!! The OCA also
supported the proposed modifications to the Phase II version of the DLC Program as well as
PECO’s proposal to modify the rebate levels for the five programs in order to allow for the

funding of the Phase IT DLC Program.'?

PennFuture joined Comverge in pointing out that if the DLC Program is not continued,
PECO may incur the extra costs to remove the load control equipment. PennFuture also agreed
that not extending the DLC Program will create customer confusion, adverse customer reaction
and overall dissatisfaction with the Act 129 Program.!® PennFuture also cited the benefits of DR
programs to both DLC Program participants as well non-participating customers across PECO’s
service territory. Among the benefits presented by Comverge and PennFuture are improved
system reliability, the ability to reduce energy and capacity market prices, and the ability to

reduce investments in new generation and distribution facilities.!*

Comments of the Office of Consumer Advocate, Petition of PECO Energy Company’s For Approval Of Its
Act 129 Phase II Energy Efficiency and Conservation Plan, Docket No. M-2012-2333992 at 1 (filed April
15,2013) (“OCA Comments”).

11 Id

12 Id at 3-4.

Answer of Citizens for Pennsylvania’s Future (PennFuture), Petition of PECO Energy Company For
Approval of its Act 129 Phase Il Energy Efficiency and Conservation Plan, Docket No. M-2012-2333992 at
4 (filed April 10, 2013).

14 Id at 3.
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PECQO’s analysis has consistently shown that its DR programs can be adequately funded
in Phase II without jeopardizing its ability to meet its energy savings target. PECO proposes to
recover the costs of its Amended Plan through its Energy Efficiency & Conservation Program

Charge (“EEPC”) in the same manner approved by the Commission in the Phase II Plan Order."

The arguments presented by OCA, Comverge and PennFuture last year still hold today.
Accordingly, Comverge recommends that the Commission adopt PECO’s proposals, which seek
to: (1) amend the Phase 11 Plan to include the Mass Market DL.C Program for residential and
small business customers through the remainder of the Phase II (i.e., through May 31, 2016) as
satisfying the requirements of 66 Pa. C.S.§ 2806.1(b)(1) and the Phase II Implementation Order,
and (2) find that the Mass Market DL.C Program is an approved component of the Phase II Plan,

and as such, its associated costs are recoverable under PECO’s Phase II EEPC.

IL. PROCEDURAL HISTORY

On February 28, 2013, the Commission approved the revised Phase Il Plan, with certain
modifications. The Phase II Plan Order invited PECO to "present evidence that it could fund
cost-effective DR programs as part of a Phase II and still meet its 2.9% Phase II energy reduction
target."'® On March 15, 2013, PECO filed a Petition to amend its Phase II Plan to continue its
Mass Market DLC Program with certain proposed changes. On May 9, 2013, the Commission
issued an Order approving the addition of the Mass Market DLC Program to PECO’s Phase II

Plan, as well as PECO’s other proposed modifications (the “DLC Approval Order™).

15 PECO Petition at 8.
16 Phase 1T Plan Order at 34.
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III. ARGUMENT

Comverge recommends that the Commission adopt PECO’s proposal to allocate Act 129
funds to continue‘ and expand DR and DLC programs; such an allocation will provide stability in
reliability planning, capture significant benefits, assist ratepayers and avoid waste and stranded
assets.

A. PECO’s Mass Market DLC Program and its Benefits

PECQ’s Petition to Amend its Phase II Plan to continue its Mass Market DLC Program
through May 31, 2016, incorporated two direct load control programs into the Mass Market DLC
Program portfolio: (1) the PECO Smart A/C Saver-Residential Program; and (2) the PECO
Smart A/C Saver-Commercial Program.

Comverge submits that the Commission should continue DLC efforts and program
elements without delay. The continued deployment and operations of DLC technologies is in the
public interest since the DLC technologies and opportunities will make a significant contribution
to attainment of PECO’s energy savings goals under Act 129 by providing innovative ways to be
energy efficient and conserve energy. Moreover, the load control devices have already been
installed and paid for in Phase I. Not extending the DLC Program will create customer
confusion, increased cost (for removal), adverse reaction and overall dissatisfaction with the Act
129 Prograﬁ.17

There are many benefits of DR programs to participants as well as non-participants

across PECO’s service territory. The benefits include the following:

e Reduced energy and capacity market prices (with smart thermostats and direct load
control units)

e Improved grid stability and reliability during periods of high demand

17 See Phase II Implementation Order at 42.

{L0547858.1} 7



e Reduced costs as a result of delayed investments in generation

e Reduced costs as a result of delayed investment in transmission and distribution networks

B. There is Adequate Funding For The Mass Market DL.C Program

PECO states in its Petition that, following further review, PECO believes that it can
extend the Mass Market DLC Program while continuing to meet its savings target. Comverge
agrees, and supports PECO’s position to allocate sufficient Act 129 funds for the proposed Mass
Market DLC Program to enhance the success of the Act 129 program.

In its Petition, PECO is proposing certain changes to the DL.C Program. Specifically,
PECO proposes to modify the PECO Smart AC Saver Residential and Commercial program so
that they are combined for purposes of benefit-cost analysis. Thus, only a single TRC result
would be provided for both programs. Comverge does not oppose these changes and agrees that
PECO can adjust the measures in order to adequately implement the Mass Market DLC Program
without affecting customer participation or savings.

C. The Mass Market DLC Program Is Cost-Effective

As demonstrated in PECO’s Phase II Plan, the Mass Market DLC Program produces net
benefits for both residential and commercial AC Saver programs. The combined residential and
commercial AC Saver programs have a TRC of 2.2 for Program Year 2013, representing net
benefits of $38,805, 297.'% PECO’s DLC Program has an estimated two-year cost of $20.4
million, with a TRC of 2.5. As PECO states in its Petition, “the program delivery, equipment,
and incentive level costs for PY 2014 and PY 2015 for the Smart AC Saver programs will
increase (even though savings remain the same) given the need to enroll new customers to

replace those who decide not to continue, as well as due to anticipated re-negotiated contracts

18 PECO Petition, Exhibit B at 73, 175.
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with the CSP service providers in PY 2014 and PY 2015.”!° Thus, these programs will remain
cost effective through the study period.

Comverge encourages the Commission to grant PECO’s Petition to Amend its Phase 11
Plan to continue its Mass Market Direct Load Control Program through May 2016. PECO’s
proposed changes to its Phase II Plan clearly detail that it can continue the DLC Program while
meeting its 105% savings target by making minor adjustments to incentive levels and adding
measures omitted from the initial Phase II Plan. PECO and its customers would be wasting
assets and savings efforts if this Program were not continued and expanded in Phase II.
IV.  CONCLUSION

Comverge respectfully requests that the Commission grant PECO’s Petition to Amend its
Phase II Plan as proposed.

Respectfully submitted,

il Aliian

Daniel Clearfield, Esquire

Attorney ID 26183

Sarah Stoner, Esquire

Attorney 1D 313793

Eckert Seamans Cherin & Mellott, LLC
213 Market St., 8th Floor

Harrisburg, PA 17101

Phn 717.237.6000

Fax 717.237.6019

Date: March 19, 2014 Attorneys for Comverge, Inc.

19 PECO Petition, Exhibit A.
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VERIFICATION

I, Frank Lacey, hereby declare that I am the Vice President, Regulatory and Market
Strategy for Comverge, Inc., and herby verify that I am authorized to make this Verification and
state that the facts above set forth are true and correct to the best of my knowledge, information
and belief, and further, that I expect Comverge, Inc. to be able to prove the same in this matter. I
understand that the statements herein are made subject to the penalties of 18 Pa.C.S. § 4904

relating to falsification to authorities.

D1 Leeey

Date: March 19, 2014 Frank Lacey
Vice President, Regulatory and Market
Strategy
Comverge, Inc.
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