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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Act 129 Energy E!ciency )
And Conservation Program ) Docket No. M-2014-2424864
Phase Il )

COMMENTS OF ENVIRONMENTAL STAKEHOLDERS: PENNFUTURE,
SIERRA CLUB, ENVIRONMENTAL DEFENSE FUND, CLEAN AIR
COUNCIL, AND NATURAL RESOURCES DEFENSE COUNCIL

1 Introduction

Citizens for PennsylvaniaOs Future (PennFuture), Sierra Club, Environmental Defense Fund,
Clean Air Council, and Natural Resources Defense Council (hereinafter OJoint
CommentatorsQ) appreciate the opportunity to submit these comments in response to the
Public Utility CommissionOs (Commission) Tentative Implementation Order on Phase Il of

the Act 129 Energy E!ciency and Conservation Program dated March 11, 2015.

PennFuture is a membership based non-probt advocacy organization focused on energy and
environmental issues that impact Pennsylvanians. We work to create a just future where
nature, communities, and the economy thrive. We enforce environmental laws and advocate
for the transformation of public policy, public opinion, and the marketplace to restore and
protect the environment, safeguard public health, and reduce the consequences of climate

change within Pennsylvania and beyond.

Sierra Club is a non-probt environmental organization whose mission is to explore, enjoy,

and protect the wild places of the Earth and to practice and promote the responsible use of
the EarthOs resources and ecosystems. The Sierra Club currently has over 24,000 members in
Pennsylvania, most of whom receive electricity service from one of the EDCs required to

o"er elciency services under Act 129. These members have a strong interest in both the

1Herinafter OT.00



success of energy efficiency programs and in protecting wild places and their ambient

environment from the effects of air, water, and other pollution from electrical generation.

Environmental Defense Fund’s mission is to preserve the natural systems on which all life
depends. Guided by science and economics, we find practical and lasting solutions to the
most serious environmental problems. With more than 1,000,000 members, we work to solve
the most critical environmental problems facing the planet. This has drawn us to areas that
span the biosphere: climate & energy, oceans, ecosystems and health. Since these topics are

intertwined, our solutions take a multidisciplinary approach.

Clean Air Council is a member-supported environmental organization serving the
Mid-Atlantic Region. The Council is dedicated to protecting and defending everyone’s right
to breathe clean air. The Council works through a broad array of related sustainability and
public health initiatives, using public education, community action, government oversight,

and enforcement of environmental laws.

The Natural Resources Defense Council (NRDC) is a nonprofit environmental organization
with more than 1.4 million members and online activists, including nearly 54,000 in
Pennsylvania. Since our founding in 1970, our lawyers, scientists, and other environmental
specialists have worked to protect the world’s natural resources, its public health, and the
environment. NRDC’s top institutional priority is curbing global warming emissions and
building the clean energy future—a priority that can be advanced by ramping up investments

in energy efficiency via strengthened programs such as those administered under Act 129.

We continue to support Act 129 and believe that a well implemented program will protect
public health and the environment while promoting economic growth and ensuring affordable
electricity is available to our citizens. With that in mind, we respectfully submit the

following comments:



2 Evaluation of the EE&C Program and Additional

Targets

2.1 Length of Phase Il

We support the CommissionOs proposal of a bve-year term for Phase Il and believe this will

result in administrative savings.

In our responses to the CommissionOs Secretarial Létiee raised the issue of pending
policy changes that are outside the CommissionOs control that could alect the viability and
appropriateness of Phase Il targets. For example, the costs and benebts associated with
demand response (DR) could vary widely as a result of court challenges to FERC Order 745.
Similarly, decisions on the state and federal level about Clean Power Plan requirements and
state plan implementation could fundamentally change market conditions and impact Phase

Il plans.

While we understand the CommissionOs position that they Odo not believe [they] can base
decisions on uncertain possibilitiesGnd while we appreciate the fact that Othe Commission
can always reconsider its direction at a later date should the uncertainties surrounding the
previous issue be resolved,@e request claribcation on the CommissionOs statement that

Oany party has the ability to petition the Commission for a reconsideration of its directives.O

We are concerned that a petition for reconsideration does not provide an adequate solution
to the issue as regulations require that O[p]etitions for reconsideration, rehearing, reargument,
claribcation, supersedeas or otheshall be bled within 15 dayafter the Commission order
involved is entered or otherwise becomes Pndl&hd it is unlikely that the outstanding

issues will be resolved in that time frame. We recognize that stakeholders have the ability to

2CommentsNJoint Commentators at 2 (Dec. 19, 2014)Hereinafter OJoint CommentsO
3T.O. at 16.

41d. at 17.

SId. citing 66 Pa.C.S. @ 703(Q).

652 Pa. Code @ 5.572(cemphasis added



recommend revisions to an EDCOs proposed plan within 30 days of each annual report Pling;
however, this only address the issue of plan changes and not situations where the targets are
not appropriate. For those reasons we reiterate our request that Othe Commission should also
outline a process by which stakeholders can petition for a reconsideration of the Phase llI

targets in the event that one or more of those underlying assumptions turns out to be false.O

2.2 Peak Demand Reduction
2.2.1 Top 100 Hours Methodology

We agree with the Commission that the top 100 hours methodology should be modiBed.
and we further agree that it is reasonable for a demand response program to call for
curtailments where the peak of PIMOs day-ahead forecast is greater than 96 percent of the
EDCOs summer peak demand forecdstWe note, however, that since the proposed
methodology calls for curtailments on no more than six days and each curtailment lasts four
hours, this results in reductions occurring over no more than 24 hours per year. Whether or
not a 24 hour program is appropriate depends on the ratio cost to benebpt for dilerent
program lengths. The Commission does not cite a study supporting the choice, so it is not

clear the program design is optimal.

2.2.2 Wholesale Market Issues

We agree that Ocustomers participating in PIMOs ELRP program shall not be eligible to
participateG*, but we are concerned that money may be spent to encourage customers
participating in the ELRP program to switch to an EDC program. This would expend funds

without creating any new demand reduction. We recommend the restriction be phrased:

’T.O. at 93.
8Joint Comments at 3.
9T.0. at 32.
10T.0. at 37.
11T.0. at 38.



Ocustomers who have participated in PIMOs ELRP program and are eligible to continue such
participation shall not be eligible to participate in a Phase 11l DR programO Such a change
would be consistent with the CommissionOs stated intent that the OAct 129 DR program is

intended to operate independent of and separate from the PJM wholesale markets O

2.2.3 Budget allocation and DR program cost electiveness

While we disagree with the CommissionQOs interpretation of the dePnition of the Total
Resource Cost (TRC) test limiting benebts considered to those of reduced capacity, energy,
transmission, and distribution costs, those issues will be addressed in a separate
submission’® For the purpose of this docket, we note that the Act does not require DR
programs to be evaluated using the TRC test. The statutory language says Othe evaluation
shall be consistent with a total resource cost tesir a cost-benebt analysis determined by the
commissionG* We believe consideration of a more complete set of benebts would provide a
more accurate depiction of the role of demand reduction. This includes consideration of

O&M benebts such as reduced fossil fuel or water costs.
Peak coincident reductions should be considered

Commission Witmer specibcally asks if the determinations proposed by the Commission are
Oconsistent with the policy goals and statutory requirements of Act 128CFor the reasons

listed below, we feel they are not.

The program the Commission proposésis a demand respons@rogram.!’ Demand response
typically refers to a specibc program design where customers are encouraged to reduce

consumption in response to price signals or when needed for reliabilftpr to technologies

12T.0. at 33.

13See Docket No. M-2015-2568992.

1466 Pa.C.S. @ 2806.1(cemphasis added

15Statement of Commissioner Witmer (March 11, 2015).
16T.0. at 37.

17See also:T.O. at 5.

18See: Energy Policy Act of 2005 (Pub.L. 109-58 & 1252(f)).



that Oshift electric load from periods of higher demand to periods of lower demand @ hile
we agree that a demand response program can achieve the goals of the Act, we note that the
statutory language calls for a program that creates a Oreduction in demard@nd neither

requires Odemand responseO nor implies that is the only program design permitted.

As we noted in our earlier comments, Osetting a target for reducing peak demand does not
necessarily imply that program elort be directed to measures or programs that specibcally
and/or solely reduce peak demand, such as demand response programs. Rather, we note that
most EE measures are likely to result in some peak coincident demand reduction. An
analysis of available EE measures should, therefore, be able to determine a base level of

demand reduction that can be obtained from continued spending on e"ciencyO

The proposed program design calls for reductions between 17 and 166 MW on average over
each hour for the called event. Since there are a maximum of six events each year, each
lasting four hours, no more than 24 hours of curtailment are permitted each year. Given the
projected annual program acquisition costs, that is between $1,734 and $2,677 per M#%/h.
These costs are an order of magnitude higher than energy e"ciency program acquisition

costs, which average only $184 per MWAH.

While we understand that not all energy e"ciency programs will provide reductions during

the hours of peak summer demand, it is reasonable to assume that less expensive measures
or even installation of distributed renewable generation like solar photovoltaic systems, may
be available to achieve part or all of the required demand reduction. This is particularly true
when we consider that many such measures have a multi-year life span where spending on
Demand Response does not. We recommend that the Commission consider the benebts of
alternative demand reduction programs such as energy e"ciency and distributed generation,

which may be capable of cost-electively reducing both energy consumption and peak

1953 Pa.Code @ 75.1 (xii)(B).

20See generally:66 Pa.C.S. & 2806.1.
21 Joint Comments at 4.

22T.0 36 b 38.

23T.0. at 42.



demand.
Allocation between energy e!ciency and demand reduction

The SWE evaluated four separate spending scenarios between energy e!ciency and demand
reduction before selecting a 90/10 split and Pnding that OEE programs provide a better

return on investment than [demand responsefOBecause of the disparity of costs between
demand response and EE, and because of the disparity of available cost e"ective demand
response between customer classes, We are concerned that the methodology selected makes
no attempt to select the optimal mix of elciency and demand reduction and, more

signibcantly, does not guarantee that the allocation of funds under the cap for such programs

will fairly reRect the distribution of sales among customer classes.

The Act requires the plans include Oa variety of energy elciency and conservation measures
and will provide the measures equitably to all classes of customets. this case, we do not

interpret Oequitable® to mean the same percentage of demand reduction must be obtained
from each customer class, but instead that spending for each class should be proportional to

sales and relRect the relative amounts of cost e"ective measures within the class.

Under the proposed system it may be true that customers only Pnance those measures from
which they receive benebt§ but there is no guarantee that, for example, relatively expensive
demand reductions in the industrial sector will not consume a disproportionate amount of
funds under the cap leaving less available for residential customers. In order to ensure an
appropriate number and variety of measures can be provided to each class, we propose that
in allocating the targets the Commission apportion each EDCs total budget by customer
class based on sales and then evaluate the extent to which cost e"ective demand reduction
exists within each customer class. The resulting target can be expressed as a program-wide

target, and EDCs will retain Rexibility in meeting that target, but such a system will provide

24T 0. at 34.
2566 Pa.C.S. a 2806.1(a)(5).
265 2806.1 (a)(11).



added conbdence that the targets do not require a non-equitable distribution of benepts.
Peak demand reduction targets

We recommend the Commission reevaluate the proposed demand reduction targets in
accordance with the above comments. Once Pnalized, we recommend that the targets be
depicted as annual targets and not annual average targets. As we noted in our Secretarial
letter comments, Opeak demand reductions are intended to address issues with reliability and
high peak power costs that tend to occur as exceptional events. Averaging across years tends

to mask such events®

2.2.4 DR program design

In accordance with our comments above, we recommend the Commission revise the DR
Program Design section to allow for other forms of demand reduction such as peak
coincident reductions from energy e!ciency and to ensure an equitable distribution of
funding across classes. We support the proposed framework for those EDCs that propose
demand response programs, but request the Commission extend that framework to allow for

other demand reduction programs.

Should the Commission determine, in spite of the forgoing comments, that a particular EDC
has no demand reduction target, we support the CommissionOs decision that a company
without a proposed demand reduction requirement must spend its entire budget on EE
programg® while retaining an option to propose a voluntary DR program provided such a
program is cost e"ective and overall EE targets are still met! We further support the
decisions that those companies with targets be required to make demand reductions in their

respective territories:’

27 Joint Comments at 4.
28T.0. at 35.
29T.0. at 39.
30T.0. at 35.



2.3 Energy Elciency Program
2.3.1 Reduction Targets

To be consistent with the intent of the statute, EDC targets should be set at a level that
encourages the maximum lifetime potential reductions that are both cost-elective and
available under the statutory spending cap as Oevery extra kWh of reduction is money which
will remain in PennsylvaniaOs electric ratepayersO pockétsihe Act also specibcally

requires that these beadditional incremental reductions in consumptiory?

If roll-over credits are expected from Phase Il and are not accounted for in the Phase Il
targets, the elect may be that no additional incremental reductions are achieved despite the
availability of cost-elective reductions under the cap. This is contrary to statutory
requirements. To avoid this situation, when roll-over credits are expected from a Phase I,
such credits should be accounted for during the target setting procedure as reductions

available in Phase Il at zero cost thereby lowering average acquisition costs for the Phase.

We understand that there will be an additional year left in Phase Il after the targets for
Phase Il are bPnalized. It may be reasonable to discount the value of expected roll-over
credits to some degree to ref3ect the market uncertainties in that remaining year, but it is

not reasonable to proceed as if there will be no rollover credits available.

Under the CommissionOs proposed structure the consumption reduction targets are enforced
at the end of a phase instead of annually using incremental targets. As an alternative to
interim targets, the Commission proposes to require that EDC plans are designed to achieve
15% of their target in each yearf* However, these incremental targets are not subject to the
enforcement provisions under 66 Pa.C.S. & 2806.1(f). This creates a scenario where EDCs

can be penalized if they fail to submit a plari} or if they fail to achieve the end-of-phase

31Djssenting Statement of Commissioners Gardner and Cawley (August 2, 2012).
3266 Pa.C.S. 2806.1(c)(3).

33T.0. at 43.

34T.0 at 45.

350 2806.1(f)(1).



targets,*® but no penalty if they fail to follow the approved plan. Such a system could result
in plan submission becoming a paper exercise. We request the Commission consider making

interim targets enforceable.

At the April 8 stakeholder meeting, there was considerable discussion intended to clarify how
progress toward targets would be counted. Sta! seemed to say that the 2021 target would be
6,629,460 MWh, which represents the sum of the annual incremental savings as opposed to
the annual cumulative savings (the latter accounting for measure decay). Furthermore, EDC
progress toward meeting that goal would be accounted for by summing the annual
incremental savings at the end of each program year. This accounting methodology was

unclear in the Tentative Order, and should be claribed in the bPnal order.

We support the CommissionOs requirement that any measure with a useful life that expires
before the end of the phase be replaced with a measure the replenishes the savings from the

expired measure’!

2.3.2 Comprehensive Programs

In response to the request by Commission Witmer? we support a more prescriptive

program including a balanced portfolio of comprehensive measures over a requirement that
Otwo comprehensive programs be includedO. Comprehensiveness comes from the design of the
portfolio as a whole, and is determined by how well each program integrates and
complements each other, and not by simply having a set number of OcomprehensiveO
programs. Specibcally, the EDCs should be encouraged to get as many non-lighting
measures as possible, compared to their current o'erings, and discouraged from achieving
signibcant savings through mail-out energy savings kits. Appendix A of these comments

provides a detailed description of of comprehensive programs and a model program design.

35 2806.1(f)(2).
37T.0. at 43.
38Statement of Commissioner Witmer (March 11,2015).
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Such a program will have a higher cost of acquisition than the CommissionOs proposed
program and this will result in lower annual savings, but we believe a well designed program
will provide higher total lifetime savings and will focus on those measures that have the
potential to transform energy elciency markets and drive technology. Further, the more
comprehensive and complicated measures are less likely to happen in the absence of program
support. Thus, by moving towards a comprehensive portfolio, the PA EDCs will increase the
portion of the benebts directly attributable to the EDC intervention. Increased
comprehensiveness will therefore increase conbdence that EDC programs are providing real

benebts to Pennsylvania consumers, even in the absence of more in-depth evaluations.

2.3.3 Low-income carve out

The Act recognizes the need to provide equitable benebpts to reach as many low-income
houses as possible. As such, it includes a requirement that the EDCs include a number of
measures Oproportionate to [the low income] householdsO share of the total energy usage in
the service territoryG® We believe that reRecting this target as a low income carve-out is
consistent with the intent of Act 129. However, since there was no discussion in the order
relating the proposed increase to the low income household energy usage, we cannot form an
opinion as to whether the 5.5% value proposed is proportionate as required by the statutory
language. Should the Commission retain the proposed increase from 4.5% to 5.5%, we agree

that the acquisition costs provided® suggests it is a modest increase.

We support the CommissionOs e"orts to shift reductions from less comprehensive measures to
more whole-house measures, and bnd it reasonable to achieve this with a separate carve out
within the low income sector. This may result in fewer kWh of savings achieved within the

sector within any single year, but the longer measure lives in a well designed comprehensive

program may allow more houses to be reached over the life of the program. The

3966 Pa.C.S. @ 2806.1(b)(1)(i)(G).
4OpData request from April 8, 2015 Stakeholders Meeting.
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CommissionOs proposal to limit a portion of the reductions to direct-installed low-income
measure$' can be a surrogate for whole-house measures, but we suggest the Commission
evaluate the program we propose for a more comprehensive design and consider requiring

measures that are known to be comprehensive.

2.3.4 Government/Education/Nonprobt carve out

The plain language of the Act treats the Government/Education/Nonprobt (G/E/NP) carve
out di'erently from the low income sector. Unlike the low income sector, the Legislature
specibed achieving a 10% carve-out is a duty of each EDC®/e agree that the Commission
has the authority to modify or terminate any part of a plan, including the G/E/NP carve-out,
where it Odetermines that an energy e"ciency or conservation measure included in the plan

will not achieve the required reductions in consumption in a cost-elective mannetiO

Here the Commission is proposing selecting a 3.5% energy e"ciency carve-out for the
Government/Education/Nonprobt (G/E/NP). It appears that this number was selected
because it was the lowest potential savings calculated for any one EBCSince there is no
requirement that all EDCs share the same G/E/NP carve out, we believe that individual
carve-outs should be set at the potential savings for each EDC up to the mandated 10%.
Investing more in the G/E/NP is another way to ensure that the benebts of Act 129 are

shared more broadly, as these savings tend to benebt all taxpayers.

2.3.5 Inclusion of multi-family housing

We support the CommissionOs proposal to convene a working group to address increased

savings for multifamily housing. As we commented earlier we also suggest that savings from

41T.0. at 56.

425 2806.1 (b)(L)(i)(B).
435 2806.1(b)(2).
44T.0. at 63.
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multi-family units be tracked and reported separately to build a record that will inform any

future decisions.

2.3.6 Accumulating savings in excess reductions

We support the CommissionOs proposal that programs should not be allowed to Ogo darkO in
the event that targets are reached before the end of a phaSeWe further support limiting

any carryover reductions from Phase Il to be used only in Phase III.

We expect, however, that any such carryover should be atge minimis level. Should the
CommissionOs review of EDC annual reports indicate that a signiPcant carryover is expected,
that is an indication that underlying assumptions made by the Commission in setting the
targets were incorrect, or there has been a change in circumstances, and the Commission

should consider revising the elected EDCOs targets.

3 Plan approval process

We recognize that allowing public hearings on request as opposed to mandatory hearings
may allow for a more e"cient use of resources, but the statutory language says OThe
commissionshall conduct a public hearing on each plaand allow for the submission of
recommendations by the O"ce of Consumer Advocate and the O"ce of Small Business
Advocate and by members of the public..®® As such, we question if the Commission has the

authority to omit public hearings.

We also have concerns with the claim that all interested parties are already adequately
represented:’ As public-interest stakeholders and membership-based organizations we

represent a diverse segment of the population, but recent issues such as the potential overlap

4T.0. at 70.
4666 Pa.C.S. o 2806.1(epmphasis added
47T.0. at 73.
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between this plan and the federal clean power plan, may create additional interested parties.
Should the Commission not require public hearings as they have proposed, we recommend
additional elorts be made to engage potential stakeholders. This could include publication

of the notice in a newspaper of general circulation, less formal community meetings, or other

appropriate outreach.

4 Cost-benebt analysis approval process

Comments relative to the total resource cost test will be bled separately in docket

M-2015-2468992.

Regarding the proposed net-to-gross adjustment, our preference is to use net veribed savings
for compliance with goals. We disagree with the CommissionOs interpretation Othat there is
no requirement in Act 129 that mandates savings be determined on a net baéisOn the
contrary, the plain-language depPnition oenergy elciency and conservation measuresound

in the Act implies such an adjustment. The language specibes that the measures are the
Otechnologies, management practices or other measures employed by retail customers that
reduce electricity consumption,O and are further restricted to those measures installed after
the elective dated of the act and with a cost of acquisition or installation Odirectly incurred

in whole or in part by the electric distribution company® Improvements in e"ciency that

are obtained from sources that do not meet this debnition are not energy e"ciency and
conservation measures under the Act and should not be considered in determining

compliance.

48T.0. at 89.
4966 Pa.C.S. o 2806.1(m).
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5 Standards to ensure measures are applied equitably

We support the CommissionOs decision view that OEDCs should develop plans to achieve the
most energy savings per expendituré OProvided that adequate consideration is given for
the net savings over the life of the measures, we believe this will drive more comprehensive

measures over short-term programs.

In our discussion regarding determining the relative contribution of demand reduction and
energy elciency, we raised the issue that the signibcant disparity in cost between those
measures could create a situation where a disproportionate amount of spending was incurred
in one customer class to the detriment of another class. Because the overall cap and issues of
cost recovery are separate from the allocation of spending we do not agree with the
Commission that Othe overall limitation on cost recovery and the specibc limitation tying
costs to a benebted class...will ensure that o"erings will not be skewed toward or away from

any particular class&

One obvious solution is a requirement that EDCs ensure a proportional distribution of
spending between customer classes, but we are concerned that the added administrative
costs and loss of Bexibility on the part of the EDCs could divert resources from additional
elciency measures. Our position, therefore, is that the Commission should consider the
proportional distribution of spending while establishing targets so as not to require

disproportionate allocation of resources.

6 EDC Cost Recovery

As noted above, we support extending the program to bve years because such an extension

should allow for administrative elciencies that reduce costs and allow more funds to be

50T.0. at 92.
Slemphld.
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spent on program measures. These cost savings could be signibcant and include, as PECO
cites, not only the additional Ocosts involved with more frequent plan PlingsO but also the
Osignibcant administrative burdens on EDCsO in preparing and litigating platiswWe are
concerned, however, with the statement the First Energy Companies bled in their comments
that, while agreeing there will be increased administrative e!ciencies, that Othe longer term
will allow for more time and attention to [among other things] the administration of the
approved programs® We request that the Commission, in determining if costs are prudent
and reasonable, ensure proposals fully account for administrative elciencies and are not

simply increasing administrative costs in proportion to the increased program time.

We strongly support the Commission proposal that the two percent limitation in the Act
expresses an annual limit and not the allowed spending for the entirre bve-year period. We
also agree that that this should be based on the EDCs Ototal annual revenueO and not
distribution revenues®* Any other interpretation would be contrary to the plain language of
the Act and intent stated in the preamble that Oit is in the public interest to adopt energy
elciency and conservation measures® Likewise, we support the Commission proposal to

fund the SWE as was done in Phase If®

6.0.7 Application of excess phase Il budget

We disagree with the CommissionOs statement that it is not Osound policy to continue
spending Phase Il budgets in Phase Il when those monies should be refunded back to the
appropriate rate classes’© The SWE has reported a TRC ratio for the program potential
scenario of 1.88 demonstrating that it is more benebcial to expend the money on more

energy elciency than to provide the proposed payments® Not only is it more benebcial to

52Comments of PECO at 3 (Dec. 16, 2014).

53Comments of Met Ed, Penelec, Penn Power & West Penn Power at 3 (Dec. 19, 2014).
4T.0. at 107.

S5Act 129 of 2008, preamble.

56T.0. at 108.

57T.0. at 110.

S8Energy Elciency Potential Study for Pennsylvania, 7 (February, 2015).
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spend excess budgets on elciency measures, the process of returning excess money would
incur further administrative costs with no added benebts. Since the Commission is allowing
the EDCs to use savings in excess of Phase Il compliance targets for Phase Il compliance,
the EDCs could end up doing less in Phase Il than they did in Phase Il and have an even

higher excess budget. Such a system frustrates the purpose of the Act.

The plain language of the Act does not set the Commission-determined target as a ceiling on
reductions, and the intent of the Legislature is clearly to maximize reductions under the cap.
In addition to providing for incremental reductions upon review? the Act establishes the
duty of the EDC is to submit a plan that includes Ospecibc proposals to implement energy
elciency and conservation measures t@chieve or exceedhe required reductions in
consumption® Similarly, the Act requires the Commission to analyze Ohow the program
and individual plans will enable each electric distribution company to achieve or exceed the
requirements for reduction in consumption® This in inconsistent with a policy decision to

o"er rebates of unused funds.

Documentation of program expenditures is an item that must be reported to the
Commission annually? If this reporting indicates that excess budgets are accruing, this
indicates that underlying assumptions made by the Commission in setting the targets were
incorrect. Since OThe Commission can always reconsider its directions at a later d&tey@

ask the Commission use its authority to ensure excess budgets are minimized.

Should the Commission decide not to adjust the targets, we recognize that EDCs can revise
their plans to increase spending and fund more comprehensive programs that will generate
additional credits. These credits can be rolled over towards the compliance obligation of the
next phase in accordance with the CommissionOs order. If funds are not used within a phase,

it is reasonable to require EDCs to continue spending this money on Phase Il programs to

5966 Pa.C.S. & 2806.1(c)(3).

6066 Pa.C.S. @ 2806.1(b)(1)(A)emphasis added
®Lo(a)(4).

625 2806.1(i)(1)()-

63T.0. at 16.
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benebt customers and to balance any discrepancies in those benebpts that exist after the end
of a phase. However, since there would be no issue with continuity of programs that justiped
allowing EDCs to roll over reductions, any reductions actually achieved after the end of the
phase should not be rolled over and spending should not be counted towards the annual cap
of the new phase. Such a policy would be a further incentive for EDCs to maximize

reductions.
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INTRODUCTION
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$*>'1 %H/(#%'1%,) 2041+ 7% #11 11 %&"1 9)$D'%(2)4'/12,D'2.! )>9,1,*0%6$)%,-"1 ,1'++,4,'14,"*/1 )1>!
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EXISTING PENNSYLVANIA PROGRAMS
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*05)15)$>1F 061 #+1 1, 1'1 ($H<$)9H/1%6&+1-)$.1% <1, +,4) 1%2. 1 +$H#OI ) A& 1 #+1 % & 1 #%&'$ %&$"1 35821 E&, *!
O($!A,2219%)D')I>"($I2##D!) %! %&'1" $*%! 31'$<.1)1>10381! ($#<$)9*?! @HA-'$/! %&'1 <'1'$)2!
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First Energy EDCs
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Residential Efficient Products Program
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HE%&'() X I+("H IS &) ) A $)(H,M($)0"()'#/(12)'00, 1 H)* 1+ #1)" () I+("H,1$)
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Residential Home Performance Program
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Residential Appliance Turn -in
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Residential Low -Income Program
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C&l Small Energy Efficient Equipment Program
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(+&%4%*." (%*+=%&%(" ?.' "+* $0' 40!1%&4-M¥#$0!%&#:' 85%' #%403(' 40!/03%3%' +34%3$#' 4)#3$0!
;50*%' ?)+*(+31'/&0@%4$# #) 45 #'3%;"' 403#$&)4$+032, 400 H&HH+03+312"3(" ?)+*(+31'%3=%*0/%'
+1/&0=%!%3%#:'

C&l Large Energy Efficient Equipment Program

85+#'/&01&""+#'$5%'#"1%""#' $5%'AB<'C!"**'D3%&1.' D--+8$WE) +/!1%3$'9&01&"12'?)$" +1% ('
Il$l*ll&l%&l_ll4+*+$+%#:
C&l Large Energy Efficient Buildings Program

85+#' /1&01&"!" +#' $5%' #"1%' "#' $5%"' AB<' C!I"**' D3%&1.' D--+4+%3%' F)+*(+31#' 9&01&"1#2' 2)$'
;+$50)$'$5%'%3%&1.'403#%&="3$+03'>+$#:'85+#'/&01&"'5"#'30$".%$'5" ("' 3B# &+/"3$#:'
Government and Institutional Program

85+#'/&01&"";0&>#" #/%A4+"**",+$5'10=%&3!%3%$"'3('303/&0-+$#'$0'(%=%*0/'/&0@%4$#'$5&0)15'
$5%' 0$5%&' /&01&"!" 0--%&+31#2' $50)15' +$' +#' )34*%"&' +-' $5%&%" "&%' "((+$+03"*' +34%3%+=%" (0*
"=NERR0G THIOHS " #'=B1# +3' 9GH' ;%&%' -&0!" II' *+15$+31" ["&$+4+/"3S#' I$5%&N' ;%&%" $;0'
KL7AMNKO'/&0@%4%#';+$5'3%1*+1+7*%'#"=+31#P:
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!
First Energy Program EDC program quantitative review

"H#E! %&' (B! 'S()*! +H)*+! %#S! -).-&/  0)+%! ,$-1 12#!1'3! ,-).-&/1)4! %#$! 4)5-1 67-+%! 89%-.3!
8 +< |

Program Met-Ed Penelec Penn Power West Penn Power

"#$%&'()*+.&.&  ¥)0123) ))0124) ))0125) Y )0156)
788%'$(&9):,;<+'9= ))0150) ))0106) ) )0106) Y )P150)
>:20:(.8:,?%&'( ) )Y)P153) Y )015@) ) )015A) Y )P152)
B:C).&57?( ) Y)P142) y)0145) Y )01AQ) Y)p10@)
D?%##)7E+$"?§&9 ) )P154) ) )015H) ) )015G) ¥)P120)
D?%##)77)H+$#<E )y )P1@p Y )0130) ) )014@) Y)P1Fg)
B%.I)7E+$"?(&9  Y)P10G) )¥)0106) ) )010G) Y )P106)

B%,I()77)H+$#<$& )) Y )21@)G) )) )
J;KLOM.&=9$9+98%; J )P1AR) ) )0145) )Y )214A) )Y )P16F)
"4 508, OB +8& &&)*&& &&)*&& & &F+E8

=+ +$$O*T%#! %ott$! $20$,%7)9! )41 &! 0)3 Y& )5%(7$-+! 79! +/&((! ,-).-&/+>1 0)+%+! &-§&-.$(3!
0)9+7+%! &/1)9.! %o#$! 4)5-1 0)/,&97$+<! 65-%#S->! %#S$! 0)+%! ,$-! YIHI%#S! )@S$-&((! ,)-%4) (7!
-$(&%7@$(3!()*10)/,&-SAI%)1+)/B)AI%HS! -).-&/+ FTYUHIHT #$-10)+%+>1+50#! & +8UHSB!844707$9%!
'57(AT9.+!,-).-&/1 &IAI%6#S! ()*1 790)/$! ,-).-&/<I"#T+I TOATO&Y%S+ 1%6#&%! +&@79.+!&-$! A-7@$9!'3 %#$!
($++1$2,$9+7@9! -&/+!+50#1&+1844707$9%! B-)ASQY$EBS-4)-/&90$  1&9A!D&-.$!8E57,/$9Ux!
"HTH T+ @$-TATSAI'31 ())179.1 &%! %#S$! 9$2%! %&'($>1 +#)*79.1 %#$! ,$-0$9%! )4! %)%&(! +&@79.+! 4-)/1 $¢

).-&J<! ]

-".$0 & 12#3A58 -262%28 -266&-"82. & 92:#&-266&-"82.8&
I"#$06&' ()*+,&.8) FN) 3N) AN) 4N)
788$'$(&9):,;<+'9=  2AN 2GN F@N 26N)
>2(0) 1(,8:;,?2%&( )  32N) F6N) F@N 30N)
B:C).&;?( ) FN) 3N) FN) 5N)
D?%##)7TE+$"?J&9  50N) 5FN) 50N) 50N)
D?%¢##) 77)H+$#<$ 5N) 5N) 5N) 5N)
B%,I()7E+$"?(&P 54N) 50N) 50N) 5FN)
B%,1()77)H+$#<$& ON) ON) ON) ON)
J:KLOM.&=9$9+9%; ON) ON) ON) ON)
"#$% (C_ & XG_¢& G & (&

"#$1 4)5-10)/,897$+! &-$! &(+)! -$/&-1&'(3! 0)9+7+%$9%! )9! %#S$! A7+%-7'5%7)9! )4! +&@79.+! &/)9.!
$&O#! -).-&/<! 65-%#S$->1 &')5%! FGH!) 4! %)%&(! ,)-%4)(7)! +&@79.+! 0)/$! 4-)/1 %#$! 844707$9%! B-)A50%+!
&OA!%#S! C)/$! BS-4)-/&I0S$! B-).-&/+>1*7%#1 [)+%! )41 06#$! -$+%6! 0)/79.14-)/1%#$! ;1] 18E57,/$9%!

B-).-&/+<! "#7+ 7+1 9)%$*)-%#3! 'S0&5+$! 7%! 7+ %3, 708LE1$?,$9+7 @H)! LOHT$S@$! /)-$! +&@79.+!
4)1 %#$! (&-.$-! 05+%)/$-+>1 &+ %#$+$! 05+%)/$-+! 37S(Al @&+%(3! /)-$! +&@79.+! ,$-1 @7+7%<! .
K&++&OH5+$%96)-1$2&/,($>18&(/)+%!LGH!)41%)9B0O5&(MGNO!+& @BOAI9$&-(3IFGH!)4! (74$%7/$!
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I"HSO&I(M)X +,-) X O12'1%(-, 3'4$./ /5" &* (L)%, 1) T$%E& 68" ./F')"O- $. 1 -+ J-I¥

I"HSY6&): </BIBI" V' -=="(-9%.,"1. 4SS DI A/* ¥ [F5" &*1 *Ex(| $((-%16)*,I'-%65: " (/$*H# =" @A B
@CD' -+ .-."5' I"#$%&13' "%6="$%=$(".*I" $B*5:' -88-,.6%6$.." .-' "(/$*#* E*..* ' 8*%*. ".$-%' $%' ./$!
$)8-,."%.'(61.-)*,1*&)*%. '<[F )-=*5 '8 +-5$-'E*5-4' 8,-8-1' "(/$HHS%&™S&/*,'8-,.$-%'-+'
SRIHSY&N + <) /K012 ( -, FH 4$55 51" K=" I B =l ([ $HHSY6& =B
012'I"#$%&!I316(/"1'61$%&" ((-6%.")"%6"&* I'+-, /*'5" &*1.'(61.-)*,I; '

G6,./%,3" ./* 1$&%$+F5("%.' ")-6%.' -+' 5-4 R-l.' I"#$%&!" "(/$*H#*=" $%' ./*' *1$=*0%0.$"5" I*(.-,
$%=$(".*"./"." 1 (-)8"%F!'" ¥ 5$7*5:" " (/$*H#%&' " 5", &*' 8-,.5-%" -+ ./ .-."5' I"#$%&!" ./,-6&/'
U B5'58&/.5%E& "% =$,*%(.")"$5*="*%* & "#S%&!' 7S.!;'  ?'=**8*'5--7"". [F'SHC *#"56".$-%'
J¥8-,.1M-41 1 B! Bl $%="*= RSN VAT A (A CER L B =3"+-,'"*K")85*3'68!.,*")' 5$&/.$%&'
)'=*'68'LMD'-+'"#$%&!" $%'" ./*' *++3($*%.'8,-=6(.!'8,-&,")3"  "%="*%* &' (-%!* #".$-%'7$.!""%="
5-4 B-1.'"N2")*"16,*!")"=*'68'CAD'-+"./*'O-)*'>* +- )"%(*'>,-&,")3'4$./"'%-./*,'PQD'+,-)'
E*/"#$-,"5'(/"%&*!" *165.$%& ' +,-)" ./*'[-)*"*%* &' *8-,.I;' R%'./*012'1$=*3'QCD'-+"./*'1)"55'
(-)*,($"5'*S6%$8)*%.'8,-&,")' "#$%&!""%="QTD"'-+'./* '5",&*(-))*,($"5'*S6$8)*%.'8,-&,")'
"#$%&!'(")*'+,-)'53&/.$%&'8,-9*(.!l;" '
PECO Portfolio

>J0RIJ%*1&:I,"%”".'."5"+I@Q'8,'&,")!l$%l >’_&,II)| H*II,I C'</$!l5",&*l%6)E*,"+I8,'&,")!'
8",.5:" *+5*(.I')-,*'=$!"&&,*&".$-%"./"%" ./*'GS$,!.J%*,&:'0-)8"%$*!3'4%./'1*8" " *'U8,-&,")IV!
+-,'4/"" ¥ (-%!$=**="8,-&,")'(-)8-%*%.!'"E:'G$,!.J%*,&:;'> JORW!'8,-&,")!"" , *X '
Smart Appliance Recycling
</$!I'$!I'I$)$5",".-"./*' GS$,1." I%*,&:"INOIW' Y*I1$=*046.$"5'?885%"%(*'<6,% B%'>,-&,")3"*K(*8."./".'$."
=-*'0p-,'I**)' S&GHH FE" ' - --)'20 I'Z-9%5:" *+,$&*,".- "' %="+ **[* 1. '
Smart Home Rebates
</$!' 8,-&,")" B! 1$)$5"," .- /¥ G$,1.J%*,&:" Y*I1$=*%.$"5" J++3($*%.' >,-=6(.!I" 8,-&,")3' 4%./'
S'=85.5-%"5" 8,*1(,$8.$4#* *E".FI' +-' *++35($*%." "885%"%(*!13' O\?0' *S6$8)*%.3' (-%!6)*,
*5%(.,-%%(13"' "%="+6*B43$.(/ $%&' )*"16,*13"' "I' 4*55' "I' 68!.,*")' $%(*%0.$#*!' +-,' 0G]' "%="]IN'

) L P M
Smart House Call

</$!'8,-&,")'8,-#$=>I""/-)*"6=%.""%="=$,*(.'$%!."55".$-%"'-+'5-4 g-1.)*"16,*13"!" 4*55""
+-55-4868' *(-))*%=".$-%!"'+-,')-,*' *K8*%!$#*' O\?03' E6 $5=$%& ' *%o#*5-8*3'"%="4" . $%E&!

)¥16,*11 2.1 "88* ! I'#* " 1$)$5"," .- /¥ =8, *(.' $%!."55' (-)8-%*%." -+' G$,!.J%*, & W!"' Y*I$=*0.$"5'
O_)*l >*’+_,)u%( *I>’-&,")3'*K(*8.'4$,/' %_l :$,*(.l)ll$5l *%*,&:'7$.!3lll%=l !$&%$+$(n%.5:l)_,*l
8*%*.,". $-%'-+'%-%H$&/. $%&")*"16,*!;"

Smart Builder Rebates

</$!'8,-&,")'&$#*!I' *E" . *I".-'(-%.,"(.-,I'4/-'E6$5=" JNY_H'<?Y' AN FE Y
-+'aPCA'8*,'[-)*$I'-++* *=3"5-%&'4$./'aA;@'8*, " TF/'I"#*="-#*""E"I*5$%*'/-)*,'</$!'8,-&,")'
(-, ¥18-%=!" .-' .[** 4" 0-%!.,6(.$-%" (-)8-%*%." -+' G$,l.J%* &W! Y*1$=*%.$"5" O-)*

>*,+_’)u%(*|>’_&’n); 1
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Low -Income Energy Efficiency Program

"#$%&' () *+%0#$%SH+#,*'%-(%.#'$-/01") 238%106 (+ 1%&' () *+7%89-%4#-"(9-%-"1%:#'16-%+*#,%(;%
101")2% 6(0$1'<*-#(0% =#-$>% ?-% &'(<#:1$% ;'11% *9:#-$% *$% 41,,% *$% -"1% :#'16-% #056($*%4(0% (;%,
+1*$9'1$>%7?;%+('1% 1@&10$#<1% 1A9#&+10-7%$96"%*$% '1;'#) 1 9K PTAKIPL - 94$% 4#,,%*,$(% 81%
(01 >% B(41<1'7% $"1,,C41*-"1'#D*-#(0% (&&(-90#-#1$% *'1% ,#+#-1:% *$% +($-% E/FG% H?% 69%-(+1'
"*<1%)*$%"1*0B.H$%'1&'1$10198% (;%-"1%$*<#0)$%:;'(+%-"1%&'() *¥&

Smart Energy Saver

"#$%&'()*+%:1<1,(&$%*%$6"((,%69"#69,9+%:1$#)01: %1% % $6"((,%6"#,:'10%*8(9-%101")2%
1;;#6#1062% *0:% #06,9:1$% *% -*=1% "(+1% 101")2% 6(0$1'<*-#(0% =#->% ?-% #$% $#+#,*'% -(% -"1% 1:
6(+&(010-%#0%.#'$-/01")23$%K1$#:10-#*,%B(+1%EL";('+*06 L%E'() *¥%>
Smart Usage Profile

"#$% 81"*<#("*,% &'()*+% 9$1$% E341'% -(% $109%9-% 101)2% 9%$*)1% '1&(-$% -(% '1$#:10-#*,%
69%-(+1'$ >% ?-% #3$% $H#+#,%% -(% -"1% B(+1% /01")2% K1&(-$% 6(+&(010-% (;% .#'$-/01")23%% B(+1
E1,(+*061%E'()*+> %

Smart AC Saver

"#$%#3%*%:1+*0:%'1$&(0$1%&' () *+7%4" 1' 1% E/FG%#$%*8,1%-(%626,1%('%$"9-%:(40%*%69%-(+1
610-"*,%F% 90#-% (0% $"("-% O(-#61% :9'#0)% -#+1$% (;% &1*=% :1+*0:>% I"#$% &'()*+% #$% +($-,2% *8(9
"1:96#0)%&1*=%:1+*0:7%*0:%"*$%+#0#+*,%101") 2%$*<#0) $>
Smart Multi -Family Solutions - Residential

"#$% &'()*+% #$% *#+1:% *-% 8(-"% '1$#:10-$% *0:% -10*0-$% *-% 1 @#3$-#0) %% $# 1164477 %
)(<1'0+10-*, 7%#0$-#-9-#(0*,7%*0:%0(0&'(;#-%+9,-#;*+#,2%89#,:#0)$%4#-"%;(9'% ('%+('1%,#<#0)%90#-
1"1%&'()*+% (;;1'$% &'1$6'#&-#<1% #0610-#<1$% -(% 89#,:#0)% (401'$% ;('% #0$-*,,#0)% +1*$9'1$% $96"%
"1*-%&9+&%4*-1'%"1*-1'$7%1;;#6#10-%,#)"-#0) 7Y 6 26BN #&+10->%L %$16(0:%6(+&(010-7%*#+1:%
-(4*:$% '1$#:10-$7% (;;1'$% :#'16-% #0%$-*,,% (;% F.HE {4 %45 (41" 1*:$7% *0:% ;*961-% *1*-('$>%
A'$-/01)2%:(1$%0(-%$11+%-(%"*<1%*%:#'16-%6(90-1'&*'-%-(%-"#$Y04&'()* +>
Smart Equipment Incentives B Commercial and Industr ial

Wo#S %' () *+% &' (<#:1$%#0610-#<1$%;('% 1;;#6#10-% 1A9#&+10-%#0%-"1% FN?% &'()*+>% ?0% EOP"
&'()*+%"*:% QRS % &*'-#6#&*0-$7%*0:%1RI% (;%-"1%-(-*,% $*<#0)$% 6*+1% ;' (+% ,#)"- SOV FGL6-

"*$% *% $-*-1:% ) (*, Y ECGHL % ??% (;% &9'$9#0)%#B)0#0)% &' (T16-$2~ %% $H+#,*'% -(% .#'$-%/01")23%%
$+*,,%*0:%,*)1%1;;#6#10-%1A#&+10-%&'() %4 $>
Smart Equipment Incentives B Governmental, Nonprofit, and Institutional

I"H#$% #$% -"1% $*+1% *$% -"1% *8(<17% 89-% ; ("% )(<1'0+10-* % *0:% 0(0&'(;#-% 69%$-(+1'$>% ?-% "*:%
&' H64#8*0-$YH0%EOP7%A#-"%IRI%(;%-"1%$*<#0)$%: (+%,#)"-#0WHo+1*$9'1$>%

Smart Business Solutions

I"H$% &'()*+% &'(<t#:1$% $+*,,% O(BLS#:10-#* % 69$-(+1'$% 4#-"% -"1% #'16-9% #3K0% (;%
H)"-#0)7%'1;'#) 1'*-#(07%*0:%4*-1'%"1*-#0) %+ 1 *$9%$>
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Smart Multi -Family Solutions - Nonresidential

"#$% &'()*+% #$% ,"-% $*+-% *$% ,"-% "-$#.-/,#*0% +10,#2*+#03% &'()*+4% 5,% $--+$% ,"*,% ,"-%
#22-'-16-%#$%#2%,"-% 7 1#0.#/)$%&*3%* %06 (++-'6#*0%"*, -9 1/3%6H/%, "#$% &' () *+4%

Smart Construction Incentives

I"-9% -8%6,% /*,1'-% (2% ,"#$% &'()"*+% #$% 1/60-*'% 7*$-.% (/% ,"-% &'()"*+% .-$6'#& #(/% #/% ,"-%
-9*01* #(/% "-&(',4% :/-% 6(+&(/-/,% #$ %% /-;% 6(/$,'16,#(/% &'()*+ %"™*,%#/601.-$% $(+-% /-;%
;"(0-%71#0.#)%&'(<-6,998, %$-.%71#0.#/)%+(.-0#/)4%"-%(,"-'%6(+&(/-/,% 0-$$%60=4,%$--+$%
O#>Fp&'-$6'#&,#9-%/-;%6(/$,'16,#(/%, *6%

Smart On -Site

I"#$%6& () *+%0& (9#.-$%o#/6-/ #9-$%2('%? @ AY%H/$, *00* #(/SA%!: (%&'(<-6,$%:;--%#/$,*00-.%#/%BCDE=
2('%*%, (,*0%6*&*6#,3%(2%F 46 %HI4

Smart A C Saver- Commercial

I"#$% H#$% */% J 2% 6360#/) % .-+*1.% - $&(/$-% &% 2('%,"-% 6(++-'64#*0%$-6, (4% 5, HHBOES6 (%
-00K+* 96J296K*9-'%& () *+%2('%, "-%'-$#.-/ #+0%$-6 Vd

!
PECO Program discussion

1.06,¥70-%67-0(;%S$" ;8% "-%66($, % 8&-'%6//10%>1"%6$+9-.%62('%-+6"%6(2%AL 2:M$I6&.()'*+$=%6*$%;-00%
*$96,"-9% (1/,9%(2%$*9#/) $%6#, %66/, #T1,- =%*$%6*%&-'6-/,%(2%, "-%, (,*0%& (', 2 (0#O6$*9#/)$4

I I"H$% & '&()&*+,-./* &
"HSY&Y (()*$+,-1.-,/,)*+0 | 11112345 67!

"#$Y6&IBOH-1. - $&-; | 11112324 557!
"#$%8&189=;-1>%)) 111163271 271
"#$%&I@=*)A-%.-:B&-; 111152322 271
"#$%&!B+-%0/!"$C-% 11112366! 471
"#$%8:$0-1EY%OFF)- 111123621 471
"H$UH&IGYEEHY)/1"9) =80+ M- *A-+&*$) 1111235 471
JOKHL+,9#-1B+-%0/\BFF* *-+,/ 111232M! M7
"HSYBN=*(#-+&IL+,-+&*C-; 111236Q! 407
"HEY&I>0+; &%=, &*Q+IL+,-4&*C-; 1111236P! 67!
"HSY&I@=;*+-:1"9)=&*D+; 111234Q! 571
"HE00&! RHF&-! 11112324 667!
"H$Y6&IG=)BHY)/1"9) =80+ M>O##-%6,*$) 11112372 471
0(1+Z & 8&BI568 533' &
%

N((>#/)%* %, "#$%,*70-=% PR $%< 1+ &% (199

I"-%6(%$,%,(%*6"#-9-% (2% PC4DE%&-'%>1"%#$% Qb 866/96&%,"-%6($,% &-'%
*111*0%>1"%#/%(,"-'%<1'#3$.#6,#(/$%*.%#/%0#/-%;#,"%,"-%(,"-' %R ?$
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"#$3%&'S()*$+,-#.%/$+,'01.#0$2$3#,4$52,6#3527'18%3$'9$/23:86/;$.'8%,:<1%:86%
==>3$%'$%"#3+',%SR3:86/?F

1":/$ ()*$ +,'6,27% &2/$ 3#,4% BH@+#8/:3#5 .'8%,:<1%:86%$ /:68:9:.28%54% %'$ %"#$
5'&$'3#,255%',%9'5:'$.'/%/ $

A@.510:86% ()*;3%"#$.'77#,.:253 /#.%',$'854%$ 2.":#3#0$=B>$'9$ %'%25$ +',%9'5:'$
123:86/?%!":/$:/$:8$5:8#35&:%"$%"#$C:,/%A8#,64SAD(/;$<1%3$5'&S.' 7 +3, 405
-1,:/0:..%:'8/?$

E23:86/%$9,'7$%"#SE72,%%$F/26#$*,'9:5#39" $*A(GSZ#3$ 5'&#,$%"28%%"#4%52,#3$
9',$%"#$C:,/%A8#,64SADSR " "#,#5% "#A4S&H# #$2<'1%SHI>$'9$%"#$/23:86/$9,'7$%"#3$
)'T#S*#,9',728.#3*,'6,27;$3 &":."$:85%1,8%5 &2/$ JI1>$'93 %"#$ %'%25% +',%9'5:'$S
123:86/?%8 1" :/$ #K12%#/$ %'$ 2<'1%$ =1>$ '9%$ %'%25% +',9%69'5:'$ /23:86/$ 9,'7$ ) 7#$
AB#,64% L#+',%/$ 9", $ C:,/%$ AB#,64;3 .'7+2,#0%$ %'$ M>$ 9',$ *APG?S :/$ 7'/%$
5:N#54$2$918.%:'8%'9%$5'&#,5+2,%:.:+2%:'8%,2%#/$9' $*A(G?

*A(GS H##TI$ %'S "23#S '8#S 23 /'TH#H&"2%S <#%%#,$ -'<$ +1,/1:86$ @EH"%:86F
+,'-#.%/$%"283%"#3C:,/%A8#,64$AD (/?

$

ELEMENTS OF A COMPREHENSIVE PORTFOLIO

I":1$ 1#.%:'8S #@27:8#/$ %"#$ #//#8%:25$ #5#7#8%/$ '9%$ 2$ 6"0$ #99:.:#8.4$ +',%9:B9$72/GS
%",'"16"$28%:83#/%:62%:'8%$'9$+',%9'5:'/$'9$5#20:86%$-1,:/0:.%:'8/$ :8$ L' 0#$ P/SQBB." 1/#%%/;$
(25:9',8:2;$280%R#,7'8%%
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Variety of End -Uses

Newer efficiency programs typically get the vast majority of their savings from lighting
measures. As they mature, programs tend to expand more into other end uses, in order to
ensure sustainably high levels of savings and to avoid creating lost opportunities. The table
below shows the portion of savings attributable to lighting in Vermont, California, and NStar’
(Massachusetts).

I "H$%6&' (1 ) +,-&$' Bl . /(*$10123
41+,56(,'3 784! 9:4 | 74|

This 40% - 60% range is about what can be expected from established highly performed
programs. Some other jurisdictions see a much higher percentage of projects from lighting. Met
Ed, for example, got 71% of annual savings from lighting, with another 21% from residential
behavioral programs. This leaves only 8% for larger more in-depth projects.

Combined Heat and Power

Combined Heat and Power (CHP) is an on-site installation electric generator whose waste
heat can be used to satisfy thermal load. Because these units integrate the production of electric
and thermal energy, they are significantly more efficient than producing each separately. CHP
systems are most effective in industrial or large commercial applications with a year round
thermal load to take maximum advantage of the waste heat produced by the CHP system.
Many top performing utilities have significant contribution from CHP systems — 10% of NStar
MA’s 2013 savings, for example, came from CHP. Some Pennsylvania EDCs already have
thriving CHP programs — PECO achieved 22% of total program savings from CHP - and there is
opportunity to carry this success to the other EDCs in the state.

Codes and Standards

Recently, more energy efficiency program administers have begun including a codes and
standards programs as part of their portfolio. As discussed earlier, Pacific Gas and Electric
achieved 36% of it 2013-2014 savings from its codes and standards program, and Rl is planning
on ramping up a program to achieve 6% of the commercial goal and 2% of the residential goal.
Getting codes and standards savings at the level of California requires that the state actively
pursue state standards and codes upgrades. Rhode Island’s savings are much lower than those
in CA, because it is focusing its programs around increasing code compliance.

There are three main ways in which codes and standards programs can capture savings.
These are:

7 Now part of Eversource
8 Not including Codes and Standards
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Provide training and funding for code compliance officials and builders to
improve the rates of code compliance in the jurisdiction

Work with local governments to adopt stretch codes that are more stringent
than the statewide energy code

Work with code setting and/or appliance standards entities to directly
influence appliance standards and/or building codes.

It is probably easiest for new programs to focus on improving code compliance, as it
possible to show that utility efforts have had a direct impact on compliance rates via studies.
For example, a baseline study in Rhode Island found that commercial buildings completed in
2008-2011 were only 70% compliant with existing code. In other words, the buildings were
using 30% more energy than they would if they fully complied with state code. Increasing code
compliance thus offers significant opportunity for increased energy savings, and Rhode Island
is implementing four strategies to do so:

Trainings: Rhode Island will develop a curriculum of on-site, classroom, and
web-based trainings for appropriate third party vendors. Separate raining
sessions will target the building envelope, HVAC, and electrical sections of
the code, as well as code compliance software.

Technical Assistance. Rhode Island will hire energy code and efficient
design consultants, known as circuit riders, to act as an intermediary between
design/builders and energy code officials. The circuit riders will clarify any
misunderstandings or confusion that market actors may have about existing
energy code, and support their efforts to build code compliant buildings.
Support for Third Party Inspections: Rhode Island law allows for voluntary
third-party inspections of the building energy code for residential and
commercial new construction. As part of this provision, the Rhode Island
program administrator will develop trainings for technical and
administrative topics for any vendor who wants to become a third-party
Documentation Tools: Rhode Island will develop a consistent set of
documentation tools such as builder manuals, software tools, checklists, and
code check protocols. This set of tools will reduce the significant confusion in
the construction industry regarding the acceptable level and formatting of
documentation is support of code compliance.

The Rhode Island program started slowly in 2013, with the program getting 0.7% of the
commercial savings and 0.2% of the 2013 residential goal. However, they are planning to
continue ramping up program efforts until reaching a target of 90% compliance by 2016. At this
time, 40% of the savings from the increase in compliance will be attributed to the program. This
equates to about 6% of the commercial goal and 2% of the residential goal.

Optimal Energy, Inc.
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Small Business Direct Install
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Comparison with Current Portfolio

The table below compares some key metrics of the model portfolio with the statewide PY 5
programs and the goals set forth in the recent commission order. There are a few important
things to note in the comparison:

The PY5 portfolio and the Commission order both have about 60% of savings
coming from the residential sector and 40% coming from the C&lI sector. The
model portfolio reverses this ratios, with 40% coming from residential and
60% from C&I. We believe that this split better reflects the long term savings
opportunity and sales distribution of Pennsylvania customers.

For the model portfolio we present estimated lifetime energy savings. A
comparable value for the PY5 portfolio or the commission order are not
available. However, we do estimate the approximate lifetime savings from
the current PY 05 portfolio. Note that even though the PY5 portfolio produces
more annual savings, it gets lower savings on a lifetime basis. However, this
is a high level estimate, and actual lifetime savings from the PY5 portfolio
could vary. To reduce this uncertainty, we recommend that this important
metric should be reported going forward. Reporting lifetime savings would
give a more holistic view of the portfolio, and help create a portfolio that
better correlates with economic benefits.

The lifetime for some programs in the model portfolio is lower than typical,
due to the requirement in Pennsylvania that no measure have a lifetime of
greater than 15 years. Without this requirement, the lifetime savings would
be even higher.

The last row of the table looks at the percent of total prescriptive residential
and C&I program savings coming from lighting. The data in the table reflect
PPL’s PY5 programs (rather than statewide values), they are fairly
representative for overall EDC performance. Note that there is a significant
decrease in the percent of savings coming from lighting in the model
portfolio — from 97% to under 60%.

The cost per annual kWh is higher in the model portfolio than it is in either
the PY5 results or the commission order. We believe that this is a reasonable
trade-off in exchange for better programs that reach more customers with a
much wider variety of efficiency measures. Further, due to a longer average
measure life in the model portfolio, this difference will be strongly
diminished if looked at on a $/lifetime kWh basis.
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"#3%&'(") *| +,*+-*/ * 0"123*+"&45"3*  1"##'((")*6&12& *
Residential 60% 40% 59%
Percent of total
. Low Income 4% 3% 6%
savings
C&l 35% 57% 35%
Residential S 012 S 0.27 n/a
L | 0.42 0.41
S/annual kWh ow Income | 5 > n/a
C&l S 0.15 S 0.20 n/a
7"40/6\3 %*******************H *8******************\ *8********************#
Residential 569,264 355,389 721,543
Total Annual Savings | Low Income 43,704 26,654 67,362
(MWh) C&l 390,132 506,429 435,863
7"40/6\3 **********ﬁ*???& X -* * **********ﬁw*@t ***********Z\'%tky@ﬂq
Residential 3,761,850 2,740,321 n/a
Total Lifetime Savings | Low Income 453,524 257,189 n/a
(MWh) C&l 4,069,869 6,204,133 n/a
7"49%3 **********fggkjb<;? Fokkkkkk BRIk - A;?‘* n /a
Percent of Residential 97% 59% 36%
prescriptive program
from Ilghtlng (PPL) c&l 97% 56% 40%

Model Portfolio Program Descriptions
Residential New Construction

The Residential New Construction (RNC) Program aims to encourage new buildings to
exceed the applicable state energy code. A well designed RNC program will provide both
prescriptive pathways, which offer deemed incentives for a package of pre-defined measures
covering a variety of end uses, and a performance pathway, which requires that the home
achieve energy savings versus code. Ideally, the incentive structure is set up so there is more
money available the higher the improvement over code. Also, the program should require that
builders install ENERGY STAR rated LEDs in all hard wired sockets. As seen in the proposed
portfolio, the RNC program has a significantly higher cost per annual kWh than the portfolio as
a whole. This is acceptable because an efficiently built home will continue to generate savings
for many years into the future, and significant lost opportunities are created when a home is not
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constructed efficiently. Significant non-electric fuel savings from envelope, HVAC and DHW
measures and non-energy benefits are created due to the efficient construction.

Residential Home Energy Services

The Home Energy Services (HES) Program provides home audits that give the home owner
general knowledge about efficiency, identify energy savings opportunities and directly install
CFLs and LEDs, aerators, low-flow showerheads, and programmable thermostats. The savings
from these direct install measures, on average, should offset the expected cost of the visit. The
auditor may schedule follow up visits for air sealing, insulation, HVAC
maintenance/replacement, or other needed efficiency measures or, potentially, offer air and duct
sealing during the initial visit. Due to the comprehensive nature of the program, as well as the
fact that some of the money is spent on measures largely impacting heating fuel savings, costs
are also higher for this program than for the overall portfolio. This is acceptable, as long as
significant effort is made to go beyond the low-cost measures and achieve significant
penetration in envelope and HVAC measures.

Residential Behavioral Program

Residential Behavioral Programs can take many specific forms, but typically involve
sending homes a regular monthly energy report, either hard copy or via email, with
information on their energy usage, a comparison with the neighbor’s usage, and ideas for
reducing the energy usage. Evaluation reports have shown that these reports lead to a small per
home reduction in energy usage which, when spread across many homes, causes a significant
reduction in energy usage. However, the program has a short measure life, and so looks much
more expensive on a lifetime basis than on an annual basis. That said, there is evidence that
behavioral programs play an important role in driving participation in other programs.

Residential Lighting

This program provides incentives for residential lighting products. Ideally, it will achieve
significant market penetration through upstream incentives, but also provide for an online
catalog channel, and more traditional mail-in rebates, but primarily for those retailers unable to
participate in an upstream program. Due to changes in the lighting baseline caused by EISA,
and the resulting uncertainty in the marketplace, residential lighting programs face challenges
in the near future. Early indications show that halogen incandescents are gaining significant
traction in the market as a replacement for traditional incandescents, and so there are still large
opportunities for standard CFLs. Nevertheless, the residential lighting program should begin to
shift away from promoting standard CFLs and towards LEDs in the coming years. LED
performance characteristics exceed those of CFLs in nearly all categories including, but not
limited to, lifetime, efficacy, run-up time, cold temperature performance, and dimming. On a $/
lifetime kWh basis specialty LEDs are already as cost efficient as specialty CFLs.

Residential HVAC

The residential HVAC program gives prescriptive rebates for energy efficient HVAC and
DHW equipment, as well as for quality installation verification (QIV). Some jurisdictions have
begun offering an upstream program for HVAC and DHW, which has seen some success in
achieving much higher market penetration than traditional prescriptive incentives. Home
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energy management systems are another possible addition to this program, as the technology
continues to rapidly advance. Ideally, a residential HVAC program will also give incentives for
services related to the proper functioning of HVAC equipment. These services may include
quality installation verification (QIV), duct sealing, and equipment downsizing. In conjunction
with this, the program will need to provide QIV training, to ensure that there are sufficient
qualified contractors in the area.

Residential Products

This program provides rebates for products not included in the lighting or HVAC
programs, such as advanced power strips, consumer electronics, refrigerators, and room air
conditioners. It also contains an appliance recycling component similar to what is already being
offered in Pennsylvania. Although incentives are typically structured as downstream mail-in or
point of purchase rebates, leading jurisdictions have begun experimenting with mid- and
upstream models. Further, many ENERGY STAR appliances and electronics already have
significant market share. The program administrator should stay aware of the market share of
the rebated products, and, if necessary, increase the minimum performance required for a
rebate to a ENERGY STAR'’s Most Efficient specification, or a higher CEE tier.

Low-Income

The low-income program is similar to the home energy services program, except that all
measures are installed at no cost to the customer. Because this program pays the full cost
installed cost on a comprehensive set of measures, and because low-income customers are
typically harder to reach, low income programs typically have the highest program costs per
kWh of any in the portfolio, and often do not pass the standard cost-effectiveness tests unless
co-implemented with other fuel providers or if non-energy benefits are included in the cost-
effectiveness tests, WAP providers and/or non-resource benefits are included in the cost-
effectiveness calculation. This is typically deemed acceptable, as low-income programs also
achieve widely accepted non-energy benefits.

Commercial New Construction

This program has two main components. First, there is an upstream lighting component for
commercial lighting. This is similar in structure to the residential upstream lighting program,
but focuses on commercial lighting fixtures, such as linear fixtures, troffers, downlights, and
high bays. The second component provides technical assistance and prescriptive or custom
incentives for efficient new construction and major renovation. It is highly encouraged for the
program administrator to achieve non-lighting savings in this program. For this reason, lighting
and non-lighting savings are shown separately above. Note that some Pennsylvania EDCs have
separate programs for institutional and industrial customers. In this portfolio, both would fall
under the “commercial” umbrella.

Large Commercial Retrofit

This program provides technical assistance and financial incentives to existing large
commercial and industrial customers to reduce the energy use in their facilities. This program
will ideally include specialized technical assistance by commercial and industrial sector,
especially for key market segments such as wastewater treatment facilities, hospitals, and
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