COMMONWEALTH OF PENNSYLVANIA

January 16, 2026

The Honorable Alphonso Arnold
Administrative Law Judge

Pennsylvania Public Utility Commission
Commonwealth Keystone Building

400 North Street

Harrisburg, PA 17120

Re:  Petition of FirstEnergy Pennsylvania Electric Company for Approval of a Phase V
Energy Efficiency and Conservation Plan / Docket No. M-2025-3057327

Dear Judge Arnold:

Enclosed please find the Direct Testimony and Exhibits of Daniel Kaufman, labelled
OSBA Statement No. 2, with associated Exhibit IEc-2-1, and Exhibit IEc-2-2, on behalf of the
Office of Small Business Advocate (“OSBA”), in the above-referenced proceeding.

As evidenced by the enclosed Certificate of Service, all known parties will be served, as
indicated.

If you have any questions, please do not hesitate to contact me.

Sincerely,
/s/ Steven C. Gray

Steven C. Gray

Senior Attorney

Assistant Small Business Advocate
Attorney ID No. 77538

Enclosures
cc: PA PUC Secretary Matthew L. Homsher (Cover Letter & Certificate of Service Only)
Angela Vitulli

Emma Grazier
Daniel Kaufman
Parties of Record
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	DIRECT TESTIMONY OF DANIEL J. KAUFMAN
	1. INTRODUCTION AND OVERVIEW
	Q.  Mr. Kaufman, please state your name and briefly describe your qualifications.
	A. My name is Daniel Kaufman and I am a Principal at Industrial Economics, Incorporated (“IEc”), a consulting firm located at 2067 Massachusetts Avenue, Cambridge, MA 02140. I am appearing in this proceeding on behalf of the Pennsylvania Office of Sma...
	I have twenty years of experience in energy efficiency and clean energy program evaluation. I specialize in evaluating technology innovation, demonstration, pilot, and market transformation programs, and in analyzing program benefits, costs, and retu...
	I obtained a B.A. degree with a double major in Economics and Politics, magna cum laude, from Brandeis University in 2005 and an M.A. degree in International Economics and Finance from Brandeis International Business School in 2006. My resume is cont...
	Q. Have you previously testified before the Commission?
	A. No.
	Q. What is the purpose of this testimony?
	A.        I was retained by the OSBA to review the Act 129 Phase V Energy Efficiency and Conservation Plan (“Phase V EE&C Plan” or “Phase V Plan”) proposed by FirstEnergy Pennsylvania Electric Company (“FirstEnergy” or “the Company”), and to evaluate ...
	Q.  Summarize your current conclusions and recommendations.
	A. I recommend that the Commission approve the Proposed Phase V EE&C Plan for Daily Load Shifting (DLS) and Peak Demand Reduction (PDR), Combined Heat and Power (CHP), Solar PV, and Front of the Meter (FTM) with the addition of the following improveme...
	 FirstEnergy will provide evidence that its DLS/PDR targets are achievable. The Company’s Plan does not specify how many small business customers have “connected devices” – an important subcomponent under the Company’s DLS/PDR program component. The ...
	 FirstEnergy will clarify the incentive structure for DLS and PDR to address the uncertainties raised in Section 2 of my testimony.
	 FirstEnergy will not provide incentives to participants that use diesel and other fossil fuel backup generators during demand reduction events. I elaborate on this issue in Section 2 of my testimony.
	 FirstEnergy will prepare Interim Measure Protocols for review and approval by the Statewide Evaluator (SWE) and conduct regular reviews of its DLS and PDR programs. DLS and winter PDR are new and untested in Pennsylvania. The Company’s proposed prog...
	 FirstEnergy will provide evidence that its CHP targets are achievable by addressing the uncertainties raised in Section 3 of my testimony.
	 FirstEnergy will explain why its proposed Solar PV program is not cost-effective and, if possible, take steps to improve cost-effectiveness. I discuss this topic in further detail in Section 3 of my testimony.
	 If FirstEnergy adds FTM measures to the Phase V Plan, it will propose a plan change using either the Commission’s standard procedures for rescission and amendment of Commission orders, or the expedited review process outlined in the Commission’s Min...
	 If FirstEnergy adds FTM measures to the Phase V Plan, it will assign costs associated with specific FTM measures to the correct rate class(es), consistent with common ratemaking practices. I discuss this topic in Section 4 of my testimony.
	Q. How is your testimony organized?
	A. My testimony is organized by program component:
	 Section 2: DLS and PDR
	 Section 3: Solar PV and CHP
	 Section 4: FTM
	Within each section, I address the following topics: First, I summarize the design of the proposed program. Second, I summarize the Company’s experience implementing similar programs in previous Phases (except DLS and PDR, which are new program compo...
	2. DAILY LOAD SHIFTING AND PEAK DEMAND RESPONSE
	Q. Provide an overview of the Company’s proposed demand response program, specifically the DLS and PDR component.
	A. FirstEnergy’s DLS and PDR component aims to supplement the coincident peak load reductions that result from traditional energy efficiency programming with additional peak load reductions during daily peak hours for both the summer and winter period...
	  For the Connected Devices subcomponent, participating C&I customers with program eligible connected devices will allow for the control, cycling, and/or optimization of their enrolled equipment during the PA Act 129 summer and winter peak load perio...
	  The Custom subcomponent targets C&I customers to reduce load during peak load hours on a daily, scheduled, or event basis during the PA Act 129 summer and winter peak load periods through behavioral messaging, operations or process changes, equipme...
	The DLS and PDR component for Residential customers also includes Connected Devices, but the other subcomponent is Behavioral (instead of Custom). The Behavioral subcomponent will engage residential customers to reduce load during peak load hours on ...
	The program component is slated to launch starting summer 2026.
	Q. How could participating small business customers benefit from the Company’s proposed demand response program?
	A. Potential benefits to participating small C&I customers include: energy bill savings, financial incentives, and potentially other benefits. As discussed below, small C&I customers have multiple options to participate in FirstEnergy’s demand respons...
	Q. What are the potential costs to small business customers?
	A. Potential costs to participating small C&I customers include operational disruptions, technology and infrastructure requirements, and behavioral or cultural changes.
	Q.  Does FirstEnergy have recent experience serving small businesses with demand response programming?
	A:  No. This is not a reflection on the Company, but rather the different requirements across Act 129 Phases I through V. Demand response programming was included in Phase I, excluded from Phase II, included in Phase III, and excluded from Phase IV. A...
	Q. Is the Plan clear with respect to incentives for demand response?
	A: Not entirely. The Plan states that incentive strategies for DLS and PDR may include “initial enrollment incentives after enrollment and or annual participation or performance incentives after each performance year.”0F  Table 8: Eligible Measures in...
	Q. Are the proposed incentive amount reasonable?
	A: Possibly, but uncertainty about what is being proposed in the Plan – and how the market will respond – make this question difficult to answer affirmatively. For energy efficiency programs, I would typically compare the incentive value to the increm...
	Putting aside incremental costs, a critical question for demand response programs is whether the incentives will be sufficient to enroll participants and prevent customer fatigue. I am skeptical that the incentive amounts in Table 8: Eligible Measure...
	Q. Do you see any possible risks or adverse effects from incentivizing demand response?
	A: Yes. In the Phase V Demand Response Potential Study, Pennsylvania’s Statewide Evaluator reported, “Much of the C&I DR registered at PJM and acquired by the EDCs in prior Act 129 phases involves significant curtailment of energy intensive operations...
	Diesel and other fossil fuels create significant local air pollution and have negative environmental impacts. Furthermore, as the Commission noted in its Phase V Implementation Order, battery storage is a growing opportunity for peak demand managemen...
	Q.  Are you confident that FirstEnergy’s proposed DLS and PDR program will achieve the targets in the Plan?
	A: I am cautiously optimistic. First, as my colleague Angela Vitulli discusses in her testimony, FirstEnergy has a good track record of implementing their Phase IV Plan, including for small C&I customers. This track record gives me confidence in the C...
	Third, the Company’s Phase V Plan seems to assume that only a small fraction of small C&I customers, 20 participants per year, will participate in the Custom DLS and DR subcomponent. Although the Plan does not break out the number of SC&I participant...
	However, the Company’s Plan does not provide information that I would need to be fully confident that FirstEnergy will achieve its targets. The Plan does not specify how many small business customers currently have connected devices (including smart ...
	Q.  Is the Company’s proposed demand response programming cost-effective?
	A: Yes, based on the information available in the Plan. The projected benefit-cost ratio for the Demand Response program is 1.1, which indicates that the program is cost-effective (Table 15).8F  However, Table 15 does not disaggregate the Demand Respo...
	Q.  Are you confident in FirstEnergy’s ability to measure and evaluate its DLS and PDR component?
	Not entirely. For the Connected Devices subcomponent, the Plan states that the Company will use AMI and/or device data analytics to evaluate the usage reduction during peak load events. The Plan states that the Custom Demand Response and Connected De...
	This seems reasonable at a high level, but crucial details still need to be worked out. For example, as the Commission noted in its Implementation Order, measuring impacts from DLS programs is challenging because there are no adjacent non-event days ...
	The Company’s Plan also discusses the need to monitor and adapt the program over time. Specifically, “The Company anticipates adjusting implementation of the various subcomponents throughout the term of Phase V to improve performance based on actual ...
	3. SOLAR PV AND COMBINED HEAT AND POWER
	Q. Provide an overview of the Company’s proposed Solar PV and CHP programming.
	A. FirstEnergy’s proposed Plan includes Solar PV and CHP measures within both its small and large C&I Custom program components. The Company’s Residential program includes an HVAC and Solar component.
	Q. Does FirstEnergy have recent experience serving small C&I customers with Solar PV and CHP?
	A: Yes. The market potential study for Phase V explains that solar projects have historically accounted for a small share of reported program savings, but in the second half of Phase IV, there was an increase in the number of participating and planned...
	Q. Are you confident in the Company’s ability to achieve the solar PV targets in its Plan?
	A. Yes, the targets are generally aligned with the market potential study while adjusting for potential headwinds to solar PV in the coming years. FirstEnergy’s Plan targets total savings of 116,153.73 MWh from Solar PV across its Residential, SC&I, a...
	Q. Are you confident in the Company’s ability to achieve the CHP targets in its Plan?
	A: Not entirely. The Company’s Plan targets a total of 100,000 MWh in savings from CHP, of which 25,000 MWh, 25 percent, comes from the small C&I sector.19F  The 100,000 MWh is 97.2 percent of the potential savings identified in the market potential s...
	Q. Is the Company’s proposed Solar PV program cost-effective?
	A.  No, it is not cost-effective. FirstEnergy’s proposed Plan (Appendix B, Table 15: Portfolio Summary of Lifetime Costs and Benefits) shows the Present Value of Net Benefits is negative $36,496,000 for Solar PV, and the benefit-cost ratio is 0.8. The...
	Q:  Is the Company’s proposed CHP program cost-effective?
	A: Yes. CHP has a benefit-cost ratio of 1.6,23F  which indicates that the program is cost-effective. Although CHP savings have been challenging to acquire, the program acquisition cost is low.
	Q: Do you have any measurement or reporting concerns for Solar PV or CHP?
	A: No, I do not have any measurement or reporting concerns.
	4. FRONT OF THE METER
	Q: Please provide an overview of the Company’s proposed FTM program.
	A:  The Company’s Plan includes an FTM component. The Company’s EE&C team will coordinate with Company personnel involved in the operation, design and budgeting process for its energy delivery system to identify and promote implementation of FTM measu...
	Q: What are the Company’s savings targets for FTM?
	A: The Company’s Plan does not currently include any savings targets. As noted in the Company’s Plan, “While the Phase V Plan was designed to achieve the Company’s goals with no energy savings or demand reductions from FTM measures, the Company intend...
	During discovery, the Company stated that if it identifies and promotes FTM measures, and claims any resultant savings towards compliance with its Act 129 savings requirements, it will also use Act 129 funding to pay for all or part of the cost of su...
	During discovery, the Company stated that as part of engaging with Company personnel involved in the operation and design of its energy delivery system, the EE&C Team will obtain all required information necessary (e.g., equipment settings, specifica...
	Q: Do you have any observations about the FTM budget?
	A: Yes. The Company’s Plan, Section 3.1.6, states, “The Phase V Plan budget includes the costs associated with the Company’s EE&C department identifying, promoting, and coordinating with the implementation of applicable Company and other project devel...
	Q.  Does this conclude your direct testimony?
	A. Yes, it does.

	ADPE1B2.tmp
	FE PA Response to CAUSE-PA Interrogatory Set 1, No. 039

	ADP5955.tmp
	FE PA Response to CAUSE-PA Interrogatory Set 1, No. 039

	ADPC6F6.tmp
	DIRECT TESTIMONY OF DANIEL KAUFMAN ***




