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1.

Overview of Plan

West Penn Power Company d/b/a Allegheny Power (“Allegheny Power” or “the Company”)
is a Pennsylvania electric distribution company (“EDC”) providing service in southwestern,
south-central and northern Pennsylvania. Allegheny Power serves approximately 715,000
customers in Pennsylvania in an area of about 10,400 square miles with a population of
approximately 1.5 million. Allegheny Power is a wholly owned subsidiary of Allegheny
Energy, Inc. Allegheny Power and Allegheny Energy, Inc., have corporate headquarters at
800 Cabin Hill Drive, in the City of Greensburg, Westmoreland County, Pennsylvania.

On October 15, 2008, Governor Edward Rendell signed Act 129 of 2008 (“Act 129”), to be
effective November 14, 2008. Act 129 requires EDCs with at least 100,000 customers in
Pennsylvania to adopt a plan to reduce energy consumption and demand in their service
territories.  As directed by Act 129 the Pennsylvania Public Utility Commission
(“Commission” or “PUC”) entered an Implementation Order on January 16, 2009 at Docket
No. M-2008-2069887 establishing standards for EDC plans under Act 129.

Allegheny Power proposes to meet the energy efficiency and conservation requirements of
Act 129 with a portfolio of 22 energy-efficiency and conservation (“EE&C”) and demand
response (“DR”) programs, and rate offerings, including 11 for the residential sector, 6 for
the small commercial and industrial sector, 4 for the large commercial and industrial sector,
and 1 for government, school and non-profit customers. Included in Allegheny Power’s plans
are measures or programs that target customers in each of the Company’s customer segments
— residential, commercial, and industrial - respectively. Most of Allegheny Power’s EE&C
and DR measures target the major energy-consuming systems in households and businesses.
These systems include, but are not limited to: heating, ventilating and air conditioning
(“HVAC”), refrigeration, and clothes washing and drying appliances (“White Goods™) and
lighting. Allegheny Power’s EE&C and DR measures and programs have been designed
with a sufficiently broad scope and variety to provide opportunity for all of the Company’s
Pennsylvania customers to participate and benefit. Many of the Company’s EE&C and DR
measures and programs provide customers with rebates or other direct incentives that not
only encourage participation but also foster positive behavioral change that in turn creates
lasting economic, environmental, and societal benefit.

The Company has sought to develop EE&C and DR programs that are consistent and
uniform to minimize customer confusion and leverage customer education regarding energy
efficiency and conservation. As a result, included in the Company’s Plan are programs that
are proposed by other Pennsylvania EDCs as well as programs offered by the Company in its
Maryland service territory. In addition, the Company has pursued discussions with
stakeholders and the other Pennsylvania EDCs to develop consistency and uniformity within
like programs including equipment eligibility requirements as well as proposed incentive
levels and incentive structures. Furthermore, the Company has sought to leverage existing
programs and resources in its Plan to avoid competition between like programs that may be
available to customers. While variances do exist from EDC to EDC in their programs, the
Company believes that these efforts have resulted in consistency and uniformity to the extent
possible for this filing.
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During the past several years and as part of a nationwide trend, Pennsylvania’s energy-
consuming citizens and businesses have faced rising prices without the ready ability to
decrease their energy use or control costs. The Company’s filing herein responds to this
issue by providing Allegheny Power customers with robust energy conservation and
efficiency tools enabling customers to reduce their electricity consumption and demand with
the concomitant opportunity to save money. The measures, programs and rate offerings
described in this EE&C and DR filing will help customers adjust their energy use with the
aim of reducing overall consumption and decreasing peak demand for electricity.

Demand Response and the Smart Metering Infrastructure

Many of the data, communications, systems control, and appliance control capabilities
discussed in this filing are technology enabled by a group of technologies often described as
Advanced Metering Infrastructure (AMI) or Smart Meter infrastructure. In Allegheny
Power’s forthcoming Smart Meter Technology Procurement and Installation Plan (“SMIP™)',
targeted for filing on or before August 14, 2009, the Company will provide significantly
greater detail about the Smart Meter, Smart Meter infrastructure, technology-based tools, and
the costs for these technologies which underpin many of the EE&C and DR programs,
measures, and rate offerings described in this filing. This future SMIP filing will also provide
more significant detail into how Allegheny Power will enable customers to monitor and
effectuate changes in their usage to manage their energy bills. This dynamic, customer
driven demand response not only creates economic benefit for individual customers but also
places significant downward pressure on regional electricity wholesale capacity and energy
prices creating a larger region-wide economic and social benefits. The SMIP also takes
customers to a future where Demand Side Management (DSM) programs, focused on both
energy efficiency and conservation and demand response, are enabled by new technology
investments that best meet customer lifestyles, behaviors, and electricity needs.

Several of the proposed measures and programs in this filing are enhanced by and/or rely on
the installation of Smart Meters and Smart Metering infrastructure as well as new rate
structures and tariffs. The Company believes that Smart Meters, Smart Metering
infrastructure and a set of complementary designed rates and tariffs are essential components
of the Company’s EE&C and DR plan to meet the mandated consumption and demand
reduction targets mandated by Act 129. Well-designed rate structures, implemented in
conjunction with Smart Metering infrastructure, will allow customers the opportunity to
change their energy usage behavior based on price signals in the electricity market. This
filing concentrates on the description of the Company’s EE&C and DR programs, measures,
and rate offerings. The forthcoming SMIP filing and other future anticipated rates and tariff
filings will provide additional description and detail about the Company’s compliance with
the requirements of Act 129. The Company is hopeful that its forthcoming SMIP and tariff
filings will be reviewed and approved by January 29, 2010 in order for the Company to meet
its goals.

Customer response to energy prices can be automated and/or manual. The primary purpose
of these smart metering efforts is to educate customers on their energy usage and the true cost
of electricity and to assist the Company in: 1) achieving Act 129 mandates and 2) learning

! For additional detail and graphical depiction of SMIP, refer to Section 10.F.3
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how to best serve customers who are in turn responding to price signals and saving energy.
To the extent feasible, the program herein uses technology that has the capability to provide
remote meter reading, load research data, and potentially to convey outage detection and
voltage monitoring from the customer’s residential premise to the utility. The technology will
also be able to verify customer compliance with a variety of electricity consumption
guidelines and agreements with Allegheny Power established by rates and other EE&C and
DR programs.

Most smart metering systems support prepay and back office improvements implemented in
concert with smart metering can soften inflexible rules built into existing systems. Smart
metering systems also allow customers to be more aware of their energy usage so that they
can make more conscious decisions about how to use their energy. By having access to more
timely information on their energy usage customers can link the consumption decision to real
time, real life activities. 2

While strongly emphasizing innovation, Allegheny Power’s programs are designed to
provide pragmatic, actionable results that achieve targets mandated by Act 129 and the
energy conservation and DR targets that are likely to be mandated in the near future.

Ultimately, the Company’s success in achieving Act 129 goals relies on the combined ability
of rates and programs and technology to influence customer behavior and choices about
electricity consumption in homes and businesses. From years of experience, the Company
knows that each customer will think about, behave and react differently to energy price
signals based on individual choice, preference for comfort, or business need. Allegheny
Power plans to use a combination of technical and non-technical solutions to influence
customer choice and behavior. In the non-technical sphere, the company will use various
public media to educate and inform customers of the Company’s EE&C and DR programs
and rate offerings to achieve customer participation. In the technological realm, this EE&C
and DR filing assumes the approval and deployment of Smart Meters and Smart Metering
infrastructure plus the use of several new technologies, such as web portals, in-home
displays, programmable controllable thermostats, along with the application of email, text
messaging and other social networking tools to provide new, innovative ways of
communicating with customers and influencing their behavior.

Each of the EE&C and DR measures and programs Allegheny Power has designed was
developed with the imperative that customers would: 1) be provided with a participation
incentive (e.g., financial and/or environmental); 2) be provided with near real-time
information upon which to undertake decision or action; and/or 3) be provided the necessary
measurements, control systems, and equipment to receive full benefit in choosing to
participate. To this end, the Company’s planned technology and non-technical infrastructure
and utility business operations must have new capabilities. These new and broad reaching
capabilities include, but are not limited to, the capability to:

1) Provide multiple means of communicating with customers and registering customer
sign ups for the various programs through a web portal, through a customer service
representative, and through the integrated voice response system.

? For additional detail and graphical depiction of SMIP, refer to Section 10.F.3.
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2) Provide for campaign management for each of the programs.

3) Provide for measurement of individual compliance to terms of the programs.

4) Provide for billing adjustments for various rates, tariff and pricing incentives.

5) Provide for service adjustments and additions to customer and account records

6) Provide new types of customer service and customer care that are significantly and
materially different than the customer care of the past.

7) Provide for ongoing reporting of the effectiveness of each EE&C and DR program
Or measure.

8) Provide for continuous improvement in approved EE&C and DR programs and
provide for the ability to improve the design of future programs.

While the Company has expended a considerable amount of effort in developing the
programs in a manner to best meet the Act 129 targets and requirements, the Company does
recognize that all Pennsylvania EDCs will gain valuable experience and knowledge from
offering programs to Pennsylvania customers.  Allegheny Power recognizes the dynamic
nature of EE&C and DR programs and anticipates that the programs will change over time
based on this experience and to meet the changing needs of customers, the environment and
the Commonwealth. The Company proposes that all Pennsylvania EDCs will need to
consider enhancements and revisions on a going forward basis to EE&C and DR programs
based on this experience and that all parties will need to work together in order to maximize
Plan effectiveness in meeting Act 129 targets and requirements. The Company has also
constructed the EE&C and DR plan with flexibility, scalability and adaptability to
accommodate new technologies, new programs and new business requirements. Allegheny
Power anticipates that once the 2011 and 2013 EE&C and DR goals are met, current and
future programs along with the infrastructure investment will enable the Company to achieve
potential new targets.

This EE&C and DR filing is a significant effort by the Company to achieve the energy and
demand savings goals established under Act 129. The Company believes it will take
considerable effort on behalf of all parties to ensure the success of the measures and
programs herein submitted. In total, Allegheny Power’s portfolio of EE&C and DR
measures and programs represents an investment in energy efficiency of $94.25 million,
which will result in approximately 645.9 million kilowatt-hours (“kWh”) of net energy
savings and 160 megawatts (“MW?”) of net peak demand reduction. While the foundation of
the portfolio relies on well established EE&C and DR programs that target the major energy
consuming appliances, systems and processes, the projected savings rely on the installation
of smart metering infrastructure to support and enable programs and rate offerings for all
customer classes, as well as encourage changing customer behavior, with the specific plan
components included in the forthcoming SMIP filing to be completed on or before August
14, 2009. The Company is hopeful that its forthcoming SMIP and tariff filings will be
reviewed and approved by January 29, 2010 in order for the Company to meet its goals.

All programs and measures will be marketed under the Watt Watchers brand. Beginning in
2008, Allegheny started branding its energy efficiency and conservation programs under the
Watt Watchers name. Watt Watchers is Allegheny Power's program to help customers learn
more about saving energy and money. A brand is a consumer’s perception of a product or
service. The purpose of our Watt Watchers branding strategy is to build awareness of
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Allegheny’s programs and demonstrate that our energy efficiency and conservation programs
provide value. Messages will be based upon our commitment to customer service and a need
to develop programs that will capture the interest of customers. Ultimately, the Company’s
success in achieving Act 129 goals relies on the combined ability of rates, programs and
technology to influence customer behavior and choices about electricity consumption in
homes and businesses. For simplicity, the Watt Watchers name is not included in each
program and measure name in this filing.3

A list of acronyms and abbreviations used in this filing is located in Section 10.F.1.

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

Allegheny Power has sought to create a portfolio of EE&C and DR programs and rate
offerings that enable all customers to participate in one or more programs. The proposed
residential programs cover most of the major energy consuming appliances and equipment
in the home thus increasing the opportunity for more residential customers to benefit from
a measure or program and the attending rate offerings. Likewise, the commercial and
industrial programs encompass the core energy consuming appliances, equipment and
machinery for commercial and industrial customers. Allegheny Power believes that its
approach maximizes the potential for energy and cost savings because the Company’s
portfolio of programs addresses each energy consuming appliance, system or process
across the full spectrum of its customer needs and electricity use cases. It is important to

note that:
o The residential demand response programs, in conjunction with the rate offerings,

utilize Smart Metering, Smart Metering infrastructure and associated equipment that
will be installed at residential customers’ homes and will be used to convey energy
consumption and price information. The information will enable customers to make
informed decisions and manage their monthly energy consumption and their monthly
electricity bills.

e The commercial/industrial demand response programs are focused on achieving
demand reduction goals by curtailing customer load. By using a mix of load
management, customer generation, and/or third-party curtailment service providers,
significant demand reduction will be realized.

The proposed EE&C and DR measures, programs, and rate offerings are as shown in the
following chart and described as follows:

3 See Section 9.2.4. for a detailed description of the Pennsylvania Watt Watchers Energy Efficiency & Conservation
Campaign.
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Residential Energy Star and High Efficiency Appliance Program

The Energy Star and High Efficiency Appliance Program provides rebates to customers
for the purchase of certain appliances that meet or exceed Energy Star or other
efficiency ratings. Mail-in and point-of-sale (where possible) rebates will be offered
for clothes washers, clothes dryers, dishwashers, refrigerators (with turn-in),
programmable thermostats, room air conditioners, room air conditioner recycling and
freezers (with turn-in).

Compact Fluorescent Lighting (CFL) Rewards Program

The Residential CFL Rewards Program provides rebates to customers for the purchase
and installation of single and multi-pack CFLs. Mail-in and point-of-sale (where
possible) rebates and product markdowns will be offered for single-pack and multi-
pack CFLs.

* In instances where Energy Star does not provide an efficiency rating for a device, other standards, such as the
federal minimum efficiency standards may be used to establish eligibility criteria.
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Residential HVAC Efficiency Program

The Residential HVAC Efficiency Program encourages customers to purchase a high
efficiency central air conditioner (CAC) or heat pump (HP) (SEER ratings of 14.5 or
greater). To qualify for the CAC & HP rebates under this program, the work must be
completed by a certified contractor and a programmable thermostat must be installed.

Residential Home Performance Program

The Residential Home Performance Program provides a holistic approach to educating
customers on energy efficiency and conservation, and to improving overall home
performance, by providing customers with educating information and three energy
audit measures, including an on-line audit, a check-up audit and a comprehensive audit.
Allegheny Power will contract with Building Performance Institute (“BPI”) certified
contractors or consultants or leverage third party programs or providers to provide the
audits conducted at the home and install standard measures at the time of the audit. At
the completion of the audit, the customer will be presented with home energy efficiency
and conservation recommendations, including no-cost or low-cost actions, and
information regarding Allegheny Power’s other residential program offerings.

Residential Low Income Home Performance Check-up Audit and Appliance
Replacement Program

The Residential Low Income Home Performance Check-up Audit and Appliance
Replacement Program provides home energy check-up audits and appliance
replacement to low income customers with household incomes up to 150% of the
federal poverty level. The program will be available to ratepayers who own or rent
their residence, including customers residing in multi-family buildings and mobile
homes. The program will be offered at no cost to qualified low-income customers.
Appliances eligible for replacement include refrigerators and room air conditioners that
meet certain qualifications or are inefficient as determined by standard test and/or are in
disrepair. Allegheny Power will contract with BPI certified contractors or consultants
to provide the audits and install standard measures at the time of the audit.

Residential Low Income Joint Utility Usage Management Program

The Low Income Joint Utility Usage Management Program will initially be a
partnership with Columbia Gas, in Pennsylvania, to leverage resources and respective
program dollars to provide comprehensive energy saving measures and weatherization
services to low-income customers. The program will achieve bill reduction through
usage reduction to customers with household incomes up to 200% of the federal
poverty level (in excess of current program). The program will be available to
ratepayers who own or rent their residence.

Residential Low Income Room Air Conditioner Replacement Program

The Residential Low Income Room Air Conditioner Replacement Program provides
replacement of room air conditioners as an add-on to the Company’s existing Low
Income Usage Reduction Program (LIURP). The room air conditioner replacement
will be offered at no cost to qualified low-income customers in LIURP for room air
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conditioners that meet certain qualifications. The addition of room air conditioners to
LIURP provides the same appliance replacement as currently proposed in the
Company’s Low Income Home Performance Program and leverages this program to
provide additional measures to low income customers.

Residential Efficiency Rewards Rate

The Residential Efficiency Rewards Rate is a rate offering that encourages residential
customers to lower their energy consumption from historical levels through a
credit/discount on their bill based on their actual reduction in their energy use.
Customers that sign up for this program and lower their energy consumption over a set
period of time from the historical period would receive a credit on their electric bill.
This rate offering could be competitively neutral to allow customers to continue to pay
the same generation charge as on utility-provided default service or from an electric
generation supplier.

Commercial HVAC Efficiency Program

The Commercial HVAC Efficiency Program encourages small commercial and
industrial and governmental/non-profit customers to purchase high efficiency split
system or packaged air conditioners (SEER ratings of 15 or greater) and high efficiency
unitary heat pump units (SEER ratings of 15 or greater, and an HSPF of 9.0 or greater)
instead of units meeting the current minimum federal standards. To qualify for rebate
under this program, the work must be completed by a certified contractor.

Commercial Lighting Efficiency Program

The Commercial Lighting Efficiency Program provides rebates for installing T8 lamps
(reducing the number of lamps per fixture by 1 to 2 fewer lamps and installing high-
efficiency electronic ballasts), T5 fixtures (replacing High Intensity Discharge (“HID”)
lights), LED Exit Sign installations and Occupancy Sensors (wall plates controlling
interior lighting).

Governmental/Non-Profit Lighting Efficiency Program

The Governmental/Non-Profit Lighting Efficiency Program provides increased incentives
to governmental/non-profit customers to install T8 lamps (reducing the number of lamps
per fixture by 1 to 2 fewer lamps and to install high-efficiency electronic ballasts), LED
Traffic Signals, LED Exit Sign installations, and Compact Fluorescent Lights.

Custom Technology Applications Program

The Custom Technology Applications Program is focused on reducing energy and
demand in the small and large, commercial and industrial, and governmental/non-profit
customer sector for customers with usage of 1M-2.5M kWh/year. The program will
focus on improving the energy efficiency for specific processes and applications such
as lighting systems, compressed air, chillers, refrigeration, variable speed drives,
motors, energy management systems, fan/pumps systems, renewable energy and
combined heat-power systems will be considered. The customer or third party provider
will identify the energy efficiency and conservation opportunities and will submit
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projects to Allegheny Power for review and approval. Allegheny Power will provide
incentives to the customer up to 25% of the capital investment, up to $100,000 of the
project, to obtain the energy and demand savings.

Programmable Controllable Thermostat (PCT) Program

The primary purpose of the Programmable Controllable Thermostat (PCT) Program is
to automate demand response through direct load control of central air conditioners for
residential and small commercial and industrial and governmental/non-profit
customers. Smart Metering and associated equipment’ will be installed to provide
communications to the thermostat, thus providing direct load control. Customer
response to energy prices may also be automated and/or manual. This program may
utilize one of the time-of-use or hourly priced option rates that are being developed.

Pay Ahead (Smart) Service Rate

The Pay Ahead (Smart) Service Rate is a billing option that provides customers with a
better understanding of their electric usage, by providing them with information
regarding their energy consumption relative to their prepaid account balance, to support
their energy use awareness and support their energy efficiency initiatives. Pay Ahead
Smart Service requires the installation of a Smart Meter and the associated in-home/in-
facility display® to provide customers with their energy consumption relative to their
prepaid account balance. The Pay Ahead Smart Service Rate is voluntary and is only
available to customers that are receiving utility-provided default service and would
include all utility charges. Anticipated voluntary participants will be those with high
consumption, high bill complaints and college students.

Commercial and Industrial Drives Program

The Commercial and Industrial Drives Program provides rebates to small and large,
commercial and industrial and governmental/non-profit customers to improve motor
efficiency by applying variable frequency drives on specific loads that have variable
torque requirements, such as fans and pumps.

Custom Applications Program

The Custom Applications Program provides energy auditing services and custom
incentives for highly specialized processes and applications targeting Allegheny
Power’s 550 highest-consuming Pennsylvania customers. The Company proposes to
use a bidding process to select energy savings projects from large commercial and
industrial customers. Allegheny Power will annually issue a request for proposals for
energy savings projects of 250,000 kWh/year or greater. Customers will submit their
electric energy project proposals, including the amount of the incentive required to
complete the project. The Company will review the submittals and pre-qualify
customers for this program, by performing a high-level facilities audit to assess the
energy project savings potential. For the customers that pre-qualify, Allegheny Power
will expend up to $10,000 per customer for an energy services company to perform a

> For additional detail and graphical depiction of SMIP, refer to Section 10.F.3.
® For additional detail and graphical depiction of SMIP, refer to Section 10.F.3.
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detailed audit of the targeted systems or processes. Allegheny Power will exclude any
measures from the incentive determination that are not cost-effective, test to assure that
the project still meets the minimum load reduction criteria, and accept the proposal or
counter with a revised incentive amount. This process will be iterative until such time
the targeted annual MWh reductions have been contracted and the annual incentive cap
has been reached or proposals are withdrawn by either party, whichever occurs first.

Customer Load Response Program

The Customer Load Response Program is focused on reducing kW demand by
providing load management services to small and large commercial and industrial, and
governmental/non-profit customers. Under this program, Allegheny Power will act as a
“Curtailment Service Provider” and call events to meet a portion of the demand
reduction requirements. In addition, Allegheny Power would also act as a Curtailment
Service Provider with PJM Interconnection, L.L.C. (“PJM”), to leverage and enroll
customer’s load curtailment into PJM’s capacity markets during peak load hours.

Distributed Generation Program

The Distributed Generation Program is focused on reducing kW demand by deploying
customer-owned standby generation. Under this program, Allegheny Power would
contract with a  third party dispatchable generation provider that would operate,
maintain and dispatch a customer’s standby generator. In addition, the vendor can
provide new standby generation to customers under an operating leasing arrangement
that provides customers with an alternative to using capital money for a standby
generator in addition to adding to the amount of dispatchable generation resources. The
vendor would dispatch the generation to meet a portion of the demand reduction
requirements during peak load hours. Based on typical operating scenarios, standby
generators are typically used less than 500 hours year, with 100 of those hours being
used for demand response events, with the remaining hours being used by the customer
for planned maintenance and/or unplanned outages. In addition, Allegheny will
explore the use of alternative fuels such as bio-diesel, or waste methane/landfill gas for
these generators. Allegheny will ensure all permitting requirements are adhered to in
this program.

Contracted Demand Response Program

Under the Contracted Demand Response Program, a third party would be contracted to
market, recruit, contract and reconcile demand response contracts with participating
customers. The contracted Curtailment Service Provider would be responsible for
calling events and dispatching demand resources to meet a portion of the demand
reduction requirements during peak load hours. This program would be used in
conjunction with the Customer Load Response Program.

Critical Peak Rebate (CPR) Rate

The Critical Peak Rebate (CPR) Rate encourages residential and commercial,
industrial, government, school, and non-profit customers under 500 kW to lower their
demand and energy consumption during on-peak periods by providing a rebate based
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on their demand reduction during peak load hours. CPR could be competitively neutral
to allow customers to continue to pay the same generation charge as on utility-provided
default service or from an electric generation supplier. CPR relies on the installation of
a Smart Meter’ to track the customer’s demand during peak hours, and the addition of
an in-home/in-facility display improves customer notification and communication
regarding peak periods. Participants will receive additional information to assist them
in controlling their demand and their electric bills.

Time of Use (TOU) with Critical Peak Pricing Rate

TOU rates reflect the cost of serving customers during different time periods, but do
not change as frequently as hourly. TOU encourages residential and commercial,
industrial, government, school, and non-profit customers under 500 kW to lower their
demand and energy consumption during on-peak periods by charging a higher price
that reflects the higher cost of serving customers, and charging lower prices during off-
peak periods that reflects the lower cost of serving customers. TOU also includes
critical peak pricing which is designed to address the short-term need to reduce demand
at the time of the system peak by charging prices significantly higher than other
periods. Critical peak pricing periods will vary in frequency and duration using
predefined or notified peak hours, but will balance the need to keep the period as short
as possible to effectively allow customers to reduce demand or shift usage to lower cost
periods. TOU is voluntary and is only available to customers that are receiving utility-
provided default service. TOU relies on the installation of a Smart Meter® to track the
customer’s demand and energy usage during the various TOU periods, and the addition
of an in-home/in-facility display improves customer notification/communication
regarding peak periods.

TOU is offered as an optional service and does not replace the default service program
approved by Commission Order entered July 25, 2008 at Docket No. P-00072342.

Hourly Pricing Option (HPO) Rate

The Hourly Pricing Option (HPO) Rate reflects the different cost of energy during each
hour and encourages residential and commercial, industrial, government, school, and
non-profit customers under 500 kW to lower their demand and energy consumption
during high priced periods and/or shift usage to low priced periods. Billing for the
HPO is calculated from the PJM hourly market pricing for the AP Zone, and includes
the price of energy, capacity, ancillary services, alternative energy compliance, and any
other Federal Energy Regulatory Commission and/or PJM charge directly related to the
HPO, as adjusted for taxes. Participants can receive a daily updated approximation of
their monthly bill to date (since last bill) and an approximation of their electricity cost
for the prior day. The HPO is voluntary and is only available to customers that are
receiving utility-provided default service. The HPO requires the installation of a Smart
Meter’ to track the customer’s hourly energy consumption, and the addition of an in-

7 For additional detail and graphical depiction of SMIP, refer to Section 10.F.3.
¥ For additional detail and graphical depiction of SMIP, refer to Section 10.F.3.
? For additional detail and graphical depiction of SMIP, refer to Section 10.F.3.
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home/in-facility display improves customer communications regarding their energy
consumption and billing.

The HPO is offered as an optional service and does not replace the default service
program approved by Commission order entered July 25, 2008 at Docket No. P-
00072342.

Overview of Plan -- Conclusion

Allegheny Power’s overall Plan is cost effective as required by the Pennsylvania-
specific TRC test as set forth by the Commission in its order of June 23, 2009. Table 1
in Section 1.3 of the EE&C Plan shows that the overall Plan as well as the portfolio of
programs and measures specific to each customer sector are cost effective. In addition,
most programs and measures in the plan have been determined to be cost effective, as
illustrated in Table 7 in the Appendices of the EE&C Plan. This Table also depicts the
net present value and cost/benefit analysis results required by the Commission.
Allegheny Power has focused on choosing and incorporating in its programs those
measures that resulted in a TRC test of greater than 1.0. While a few measures were
determined to be cost neutral or not cost effective, they were included to determine if
real-world performance proves otherwise. Allegheny Power also plans to evaluate all
measures upon each annual review and to revise its plan based on actual performance.
This maximizes cost-effectiveness of the programs, as it does not dilute the benefits of
the most cost-effective measures with those that are not cost-effective.

Allegheny Power strongly believes its approach to EE&C and DR programs and
measures maximizes potential energy savings. The Company’s portfolio of measures
and programs addresses each major energy consuming appliance, system or process
across the full spectrum of both customers’ usage and customer segments. A key
element in the design of the Company’s proposed programs is to provide incentives to
customers that elect to install more efficient end-use devices. Changing how customers
use energy is the ultimate objective. A logical progression in changing customer
behavior is first a focus on the deployment of more efficient equipment. Then, over
time, the focus shifts to the manner in which equipment or appliances are operated.

A crucial tool in effecting customer change in behavior is providing customers with
information on how they use energy in conjunction with energy prices. Allegheny
Power’s EE&C and DR Plan relies heavily on the availability of Smart Metering
Infrastructure to provide customers with this knowledge. "

The figure below illustrates Allegheny Power’s programmatic approach to driving
customer behavior changes. Please note that the continuum moves from passive
customer participation to interactive customer participation, while the program
offerings move from targeting equipment efficiency to targeting more efficient
appliance and equipment operation.

' For additional detail and graphical depiction of SMIP, refer to Section 10.F.2.
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Programmatic Approach

Efficiency Conservation
Equipment Equipment
Selection Operation
Passive Interactive

To effectuate this behavioral transformation, Allegheny Power believes that customers
must be provided not just more information, but more real-time information, on which
to base operating decisions. Allegheny Power research and review of industry literature
reveals that monthly electric bill presentment that provides only aggregated historical
consumption and cost data is not a sufficient communication medium and motivator to
incent customer behavior change at a scale and scope required to achieve Act 129
EE&C and DR targets. For example, the ability to view the actual and projected costs
for individual appliances, such as air conditioning and clothes washing, will enable
customers to understand the consequences of their specific electricity consumption and
demand decisions and to react to prices in real-time in a way that is concrete and
meaningful. Such specific information is also proven to directly impact future
decisions, making desirable customer behavior changes durable.

Despite the many demonstrable benefits of customer participation in beneficial EE&C
and DR behaviors, Allegheny Power believes, however, that incentive programs are a
logical and necessary first step to initiate market transformation and progress towards
meeting the mandated reductions under Act 129. Once vendors increase their stock of
high-efficiency appliances, or no longer stock standard efficiency appliances (which is
reported to have resulted from rebate programs in California), and customers more
consistently choose high-efficiency appliances, rebates may be reduced, reallocated to
new initiatives such as those encouraging customer behaviors, or eliminated.

Finally, the proliferation of Smart Meter and Smart Grid technology will result in lower
costs for the infrastructure, and the market transformation may be completed with the
deployment of highly interactive interfaces in customer homes and businesses, that
deliver detailed information on individual appliance usage and cost, and real-time
pricing information, the extent of which is limited only by budget and imagination.

To catalyze market transformation and meet EE&C and DR targets mandated by Act
129, Allegheny Power is proposing several EE&C and DR programs and rate offerings
that require the installation of Smart Metering and Smart Metering infrastructure. The
proposed programs and rate offerings that rely on the Smart Metering and Smart
Metering infrastructure, or a portion thereof, are:

1. Programmable Controllable Thermostat (PCT),
2. Customer Load Response, and

3. Distributed Generation.
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The rate offerings that rely on Smart Metering and Smart Metering infrastructure include:

1. Residential Efficiency Rewards

2. Pay Ahead Smart Service,

3. Critical Peak Rebate (CPR),

4, Time of Use (TOU) with Critical Peak Pricing, and
5. Hourly Pricing Option (HPO)

The Company plans to file these rate options in mid-2010 for an effective date in first
quarter 2011.

Through thoughtful program design, Allegheny Power has addressed the main energy
consuming appliances, systems and processes impacting EE&C and DR across all
customer segments. The Company strongly believes that this group of programs are
most likely to achieve the greatest energy consumption savings, demand reductions,
and create the most economic, societal and environmental benefits.

Allegheny Power urges the Commonwealth to timely approve cost recovery and other
financial incentives for utilities like Allegheny Power that are willing to make
significant investments in energy efficiency, energy conservation and demand response.
This timely and full cost recovery and incentive is essential until such time that real-
time, transparent market signals provided via cost-effective communications
infrastructure can appropriately motivate this investment not just for the Company but
for utilities across the Commonwealth.

1.2. Summary description of process used to develop the EE&C plan and key
assumptions used in preparing the plan.

Allegheny Power completed program design with input received from various
stakeholders and the output of these collaborative efforts is incorporated in this Plan.
Allegheny Power held ten stakeholder meetings throughout the program development
process to solicit stakeholder input and feedback regarding the development of the
Company’s Act 129 Plan. The stakeholder process also included numerous informal
meetings and discussions that provided the Company with valuable input on the
proposed programs. The Company looks forward to continuing collaborative efforts to
ensure the success of EE&C and DR plan implementation.

Stakeholder Meeting Summary:

o April 8, 2009 — Harrisburg (All interested stakeholders)
« April 23, 2009 — Greensburg (Municipalities)

e May 5, 2009 — Uniontown (Low-Income)

« May 7, 2009 — Butler (Low-Income)
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e May 11, 2009 — Harrisburg (Rates)

e May 12 & 13, 2009 — Latrobe, Chamber Fest (residential, low income, and small
business customer survey conducted)

o May 13, 2009 — Greensburg (Government)
e June 3, 2009 — Harrisburg (All)

o June 5, 2009 — Williamsport (Seda-Cog)

« June 10, 2009 — Greensburg (Government)

Allegheny Power has designed its EE&C and DR programs to control and moderate
utility program costs and, thereby, limiting costs to customers. Allegheny Power has
also sought to limit program development and implementation costs first by performing
initial program design and evaluation internally with stakeholder input. Since that time
all retained expert resources were procured through competitive bid.

Allegheny Power does not currently have any studies specific to expected participation
rates for energy efficiency and conservation and demand response initiatives within its
Pennsylvania service territory. For purposes of cost-effective evaluations, a conservative
estimation approach to participation rates and energy savings was used to ensure a greater
likelihood that the measure or program will remain cost effective throughout its lifecycle.
In the case of residential measures, Allegheny Power looked to its 2006 Residential
Appliance Saturation Survey to determine the potential pool of participants. With respect
to commercial and industrial measures, the Company relied on information from sources
such as the Energy Information Administration and the results of pilot studies conducted
by other utilities across North America. Within the estimation regime, data was gathered
as to incentive levels, program duration, and customer participation. Participation rates
were selected somewhat qualitatively from looking at the potential pool of participants,
their similarity to the participants of other utilities and the actual take up and participation

rates achieved. . o
Allegheny Power has undertaken benchmarking studies in an effort to ensure the

reasonableness and viability of its program proposals. In doing so, numerous utilities
(and sometimes their contractors) and end-users were contacted to ascertain the
parameters of the programs offered and the relative success of those program offerings.
Benchmarking was used to validate and refine assumptions, and the Company generally
found that the benchmarking data gathered was convergent. In those instances where
outlying data appeared, Allegheny looked further into the cause of those results to
determine if the Company’s service territory might have similar characteristics and other
correlating factors. Such observation permitted general validation of the assumptions
regarding participation levels (both take up and steady state), participation costs and
savings estimates from sources such as the EPA, DOE, Northeast Efficiency Partnership
(“NEEP”), American Council for an Energy-Efficient Economy (“ACEEE”) and the

Consortium of Energy EfflClel’lCé é“CEE”
Allegheny Power reviewed ACEEE exemplary programs and other utility programs

identified through internal benchmarking to determine its incentive strategy. The general
approach to setting incentive levels for measures, other than those in the custom
programs, was to provide an incentive between 25% to 75% of the incremental cost of the
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high-efficiency device, with 50% being the target, as compared to the standard efficiency
device. The Company’s Plan also includes a general reduction in customer incentives
beginning in the 2011 Plan year. The Company proposes that as customer awareness and
education regarding energy efficiency and conservation increases that smaller customer
incentives will be necessary to encourage customers to participate in programs that

promote energy efficiency and conservation.

1.3. Summary tables of portfolio savings goals, budget and cost-effectiveness '

Allegheny Power proposes to implement energy efficiency programs that are designed
to serve the unique needs of its residential, residential low-income and commercial and

industrial customers as well as federal, state and local governments,

including

municipalities, school districts, institutions of higher education and nonprofit entities.
Allegheny Power’s Plan comports with the requirements of Act 129. Allegheny Power
has developed its plan to meet the 2011 and 2013 energy and demand reductions
mandated by Act 129. The following table summarizes the programs and their primary
targeted customer sector as well as eligibility across customer sectors.

Residential

Residential - Low Income
Small Commercial/Industriall
Large Commercial/Industrial
Governmental/Non-Profit

Primary Customer Target (Savings & Demand Impacts)
Eligible Customers (No Impacts)

Program Name EEC| DR

1 Residential Energy Star & High Efficiency Appliance Program X V. k7
2 Compact Fluorescent Lighting (CFL) Rewards Program X Y o %
3 Residential HVAC Efficiency Program X V.. )

4 Residential Home Performance Program X w

5 Residential Low Income Home Performance Check-Up Audit & Appliance Replacement Program X

6 Residential Low Income Joint Utility Usage Management Program X

7 Residential Low Income Room Air Conditioner Replacement Measure X

8 Residential Efficiency Rewards Rate X VA

9 Commercial HVAC Efficiency Program X VK
10 Commercial Lighting Efficiency Program X VA4 |
11 Governmental/Non-Profit Lighting Efficiency Program X |

12 Custom Technology Applications Program X i
13 |Programmable Controllable Thermostat (PCT) Program X V¥4 V7

14 Pay Ahead (Smart) Service Rate X /f///’////f////f////
15 |Commercial and Industrial Drives Program X A Y
16 Custom Applications Program X - |
17 |Customer Load Response Program X V] Y
18 Distributed Generation Program X V) Y
19 Contracted Demand Response Program X V2 f/f/
20  |Critical Peak Rebate (CPR) Rate X V&7 V7]

21 |Time of Use (TOU) Rate with Critical Peak Pricing Rate X X V&7 | bz //
22 Hourly Pricing Option (HPO) Rate X X VA7 |V

" All Plan Years in summary tables run from June 1% of Plan Year in Table through May 31* of the following year.
It is assumed that there are four program years, each starting June 1 and ending May 31*. The first program year
(PY) is Program Year 2009 (although it is expected that programs will not start before late 2009 or early 2010), and

the last program year is Program Year 2012.
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These programs are projected to provide a total peak electricity demand reduction of
160MW by June 1, 2012 and at the conclusion of four years, these programs are
projected to achieve a total annual electric energy reduction of 645,900 MWh. Should
the Commission approves each of the programs recommended by Allegheny Power at
the proposed rebate levels and the projected penetration rates are achieved, the annual
cost of the programs is estimated to be $10.0 million for year one, $25.8 million for
year two, $29.6 million for year 3 and $28.7 million for year four. The total cost over a
four year period is expected to be approximately $94.25 million, including program
start-up expense that includes internal labor related expense, contractor support and
tracking database or other IT requirements for a total start-up expense of $4.9 million
Energy and demand savings, funding levels and cost-effectiveness projections for the
programs are as follows:

Table 1: Portfolio Summary of Lifetime Costs and Benefits

Notes:
o Net Lifetime Benefits, and TRC per the California Standard Practice Manual

Total Total
Di ¢ Total Discounted Di 0 at d Discounted | Cost-
Portfolio 1scoun Lifetime Costs 1s.c ou.n ¢ Net Lifetime| Benefit TRC
Rate Lifetime .
($000) Benefits ($000) Benefits Ratio
' ($000)
Residential
(exclusive of Low| 0.08949 $44,128 $105,886 $61,758 2.4 $61,758
Income)
Residential Low-1  4e949 $6,642 $9,161 $2,519 14 | $2519
Income
Commercial/
Industrial Small 0.08949 $55,831 $307,347 $251,516 55 $251,516
Commercial/ | 42949 $15,847 $52,178 $36,332 33 | $36,332
Industrial Large
Governmental/ | - ;09,9 $8,084 $56,213 $48,129 7.0 | $48,129
Non-Profit ' ’ i ’ : ’
Total 0.08949 $130,531 $530,784 $400,253 4.1 $400,253
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Table 2: Summary of Portfolio Energy and Demand Savings

o Program Year is June 1 — May 31

Page 28

MWh Saved for Consumption
Reductions
kW Saved for Peak Load

Program Year 2009

Program Year 2010

Program Year 2011

Program Year 2012

Reductions

MWh Saved

kW Saved

MWh Saved

kW Saved

MWh Saved

kW Saved

MWh Saved

kW Saved

Baseline'

20,938,650]

3,496,000]

20,938,650]

3,496,000)

20,938,650

3,496,000]

20,938,650]

3,496,000)

Residential Sector
(exclusive of Low- Income) -
Cumulative Projected
Portfolio Savings?

12,100

1,444

72,891

9,260

168,304

26,682

264,458

52,563

Residential Low-Income
Sector - Cumulative
Projected Portfolio
Savings’

979

154

7,903

1,283

12,902

2,031

17,791

2,753

Commercial/Industrial
Small Sector -
Cumulative Projected
Portfolio Savings®

8,307

1,912

66,236

14,727

167,626

38,869

222,734

50,817

Commercial/Industrial
Large Sector -
Cumulative Net Weather
Adjusted Savings®

399

79

24,023

58,387

59,529

86,853

76,878

102,233

Governmental/Non-Profit
Sector - Cumulative
Projected Portfolio
Savings’

2,842

255

EE&C Plan Total -
Cumulative Projected
Savings

24,626

3,844

Percent Reduction From

0.1%

Baseline

Commission Identified
Goal

Percent Savings Due to
Portfolio Above or Below
Commission Goal

0.1%

2Adjusted for weather and extraordinary load as applicable.

38,903

209,956

1.0%|

3,043

57,519

86,699

465,380

2.5%

2.2%

5,797

160,233

4.6%)

63,997

645,859

3.1%

7,962

216,328

! Commission approved Consumption Forecast and Peak Demand Forecast per Section H of the January 15 Implementation Order. (Template Section 10A & 10B)

Percent Savings Due to Portfolio Above or Below Commission Goal for Demand
Reduction Target result of 101.9% is calculated based on results at end of 2011 Plan Year

(May 2012).



Energy Efficiency and Conservation Plan Page 29

Table 3: Summary of Portfolio Costs

o Program year is June 1 — May 31

Program Year 2009 Program Year 2010 Program Year 2011 Program Year 2012

Portfolio % of Portfolio Portfolio % of Portfolio Portfolio % of Portfolio Portfolio % of Portfolio
Budget Budget Budget Budget Budget Budget Budget Budget

$4,484,308 45% $9,879,822 38% $13,180,974 44% $12,842,266 45%
Residential Portfolio Annual
Budget ($000 and percent of|
Portfolio Budget)

Residential Low-Income $1,035,049 10% $5,028,741 19% $3,334,845 11% $3,936,618 14%

Portfolio Annual Budget
(3000 and percent of
Portfolio Budget)

Commercial/Industrial $2,048,246 20% $5,164,382 20% $7,192,380 24% $5,055,077 18%

Small Portfolio Annual
Budget ($000 and percent of
Portfolio Budget)

Commercial/Industiral $1,930,833 19% $3,399,333 13% $4,360,141 15% $5,774,799 20%

Large Portfolio Annual
Budget ($000 and percent of
Portfolio Budget)

Governmental/Non-Profit $539,990 5% $2,376,353 9% $1,565,753 5% $1,119,963 4%
Portfolio Annual Budget
(3000 and percent of
Portfolio Budget)

Total Portfolio Annual $10,038,426 100% $25,848,630 100% $29,634,093 100% $28,728,723 100%

Budget
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1.4. Summary of program implementation schedule over four year plan period (see

Chart 1 Notes).

The chart below summarizes the Plan Schedule. The customer sector charts are located at
the end of the Appendix.

Allegheny Power EERC and DR Flan i tion Schedub ¥

- THis chart 2505 Far
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1.5. Summary description of the EDC implementation strategy to manage EE&C
portfolios and engage customers and trade allies.

Allegheny Power will hire Plan Implementation Providers to administer various
components of the Residential programs, Residential Low Income programs, and non-
Residential programs. In addition, the Company will contract for some specific services,
leveraging contracts for Maryland EE&C Plan Programs where applicable. Allegheny
anticipates that some contracts will be performance-based to promote goal achievement.
Plan Implementers will be responsible for plan implementation including but not limited
to: hiring sub-contractors required for successful program implementation; quality;
engaging trade allies; marketing, including customer engagement; reporting on identified
metrics including presenting to stakeholder groups as requested; coordinating with
contractors hired directly by Allegheny Power for specific services; customer issue
handling; and, early identification of program success risks as well as best practices and
recommendations to mitigate or leverage.
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1.6. Summary description of EDCs data management, quality assurance and
evaluation processes; include how EE&C plan, portfolios, and programs will be
updated and refined based on evaluation results.

Allegheny Power will comply with data management requirements developed by the
statewide Plan Evaluator

Allegheny Power will build quality control checks into each program and measure as well
as at key customer touch points. This will include customer surveys; requirements for
rebate processors to verify rebate applications; and in field verification of HVAC,
lighting, drives, home audits, and custom applications.

A third party contractor will be hired to provide program and overall plan evaluation,
measurement, and verification.

A support team responsible for program implementation and EM&V will work closely
with the program development group to analyze program results. Once enough data and
experience exists to determine with confidence program effectiveness based on results
identified changes, enhancements, adjustments, and/or cancellations of programs and
measures will be implemented.

1.7. Summary description of cost recovery mechanism.

Allegheny Power proposes to recover all program costs via a separately stated non-
bypassable line-item bill surcharge entitled EE&C Surcharge. Attached as an exhibit to
the direct testimony of Company witness Valdes is a pro-forma tariff for Tariff No. 39
and Tariff No. 37 describing the proposed surcharge, which is provided in accordance
with 66 Pa. C.S. §§ 1307 and 2806.1. Allegheny Power respectfully requests
Commission approval to begin surcharge recovery effective on one day’s notice on the
portions of the plan the Commission has approved within 120 days of the plan submission

%%tg "EE&C Surcharge is designed on a levelized basis over the 43-month period
beginning on or before November 1, 2009 and running through May 31, 2013. Subject to
the annual reconciliation mechanism described below, the implementation of a levelized
surcharge helps mitigate the peaks and valleys that may otherwise occur if the surcharge
had not been designed on a levelized basis.

Allegheny Power will submit to the Commission by March 31 of each year: (1) a
comparison between forecasted revenues billed and actual revenues billed through
February, as adjusted for removal of gross receipts tax and the Commission assessment
fee; (2) any adjustment to the forecasted revenues anticipated to be billed during March
through May, as adjusted for removal of gross receipts tax and the Commission
assessment fee; (3) any adjustment to the costs levelized over the 43-month period based
upon actual costs incurred through February and any revised estimates for future months,
up to the amount permitted to be recovered under Act 129; and (4) the subsequent
reconciliation effect to the surcharge adjusted for gross receipts tax and the Commission
assessment fee, and levelized over the period of the upcoming June 1 and continuing
through the remaining months of the surcharge. A final reconciliation of amounts to be
collected or refunded after May 31, 2013, through a further surcharge, should be
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authorized by the Commission. The purpose of this annual reconciliation mechanism is
to mitigate the magnitude of the reconciliation balance. Commission approval of this
annual reconciliation mechanism to ensure dollar for dollar recovery of all prudently
incurred costs through May 31, 2013, with a projected aggregated cost of $94.25 million,
will allow the Company to utilize regulatory accounting to properly match surcharge
revenue with the program costs. Allegheny Power is requesting authorization for
regulatory accounting to track on a dollar for dollar basis the amounts to be recovered on
a deferred basis for any under-collections, or refunded on a deferred basis any over-
collections, that may occur throughout the lifespan of the surcharge, which can arise
because of the levelized nature of the surcharge.
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2.

Energy Efficiency Portfolio/Program Summary Tables and Charts

2.1. Residential, Commercial/Industrial Small, Commercial/Industrial Large

Governmental/Non-profit Portfolio Summaries (see Table 4).

Table 4: Program Summaries
o Add additional rows to list more

Page 33

and

Program Net Net Peak | Percentage of
Lifetime | Demand | Portfolio and
Program Name Program Market Program Two Sentence Summary Years MWh kW Total Lifetime
Operated . . :
Savings | Savings | MWh savings
Compact Fluorescent All residential A rebate program that encourages the purchase of
Lighting (CFL) customers single and multipack CFL's. Mail-in rebates and point| 4 627,810 339 39% 9%
Rewards Program of-sale discounts (where possible) will be offered.
Critical Peak Rebate All residential A rebate rate offering that encourages customers to
(CPR) Rate customers with Smart | lower their energy demand during peak load hours by 3 2,497 9,513 0% 0%
Metering offering a rebate based on their actual energy demand.,
Residential Energy Star All residential A rebate program that encourages the purchase of
and High Efficiency customers certain appliances that meet or exceed Energy Star or 4 440,219 | 19,894 27% 7%
Appliance Program other efficiency ratings, through mail-in rebates.
A program that educates customers on EE&C and
Single family or improves overall home performance by promoting and|
Residential Home multifamily residential providing the installation of standard EE&C 4 462,042 6418 29% 7%
Performance Program dwelline units measures. Includes three home energy audit options.
] : Encourages additional qualified measures through
Reacidential mail-in rebate.
Portfolio Programmable ) ) A program that provides automa}ted demand response
Programs Controllable All residential and reduces energy usage during peak load hours
: customers with Smart |  through the direct load control of air conditioners. 3 2,497 9,513 0% 0%
(exclusive of Thermostat (PCT) . h . . L
Low Income) Program Metering Customers will receive a credit on their bill for
participation in this program.
L A rebate program that encourages customers to
Residential HVAC cu/:tl(:x;eesrl:zlinlagir purchase high efficiency air conditioners or heat
. L pumps. Mail-in rebates will be offered for central air 4 69,152 5515 4% 1%
Efficiency Program conditioners or heat L .
- conditioners or heat pumps that exceed certain
pumps- efficiency ratings.
All residential A rate offering that encourages customers to lower
Residential Efficiency customers with Smart their ellergy consummmn from l?lSlf)[lCal levels. ) 3 11,023 959 1% 0%
Rewards Rate Meterin Customers will be provided a credit/discount on their
] bill based on their actual reduction in energy usage.
A billing option that provides customers with a better
All residential understanding of their energy usage and the impact on
Pay A e
”gm',’i‘;‘;d}i’:"” customers with Smart | their electric bill. Customers will be provided 3 4724 411 0% | 0%
Metering information regarding their energy usage and account
balance to support customer efficiency initiatives.
Totals for Residential Sector 100% | 24%
Residential Low Income A program that educates customers on EE&C and
Home Performance Residential customers | improves overall home performance by providing the
Check-Up Audit & up to 150% of the installation of EE&C measures. Includes replacement 4 36,427 1,193 26% 1%
Appliance Replacement | federal poverty level. | of refrigerators and room air conditioners that meet
Program certain qualifications.
Residential L - A program that leverages resources and funding to
Residential Low Income | Residential customers L i . S o
Low-Income | joint Urtility Usage up t0 200% of the | Provide comprehensive energy saving measures and 4 101868 | 1210 | 72% | 2%
Sector Management Proeram | federal poverty level weatherization services to low income customers ’ ”
Programs 8 8 P Y ) through partnership with gas utilities.
Residential Low Income Residential Low A [.Jrlogram that .prov1deslreplac.emen.l of room air
. L. Income Usage conditioners meeting certain qualifications as an add-
Room Air Conditioner . s 4 4,010 351 3% 0%
Replacement Measure Reducation Program on to the Company's existing Low Income Usage
P (LIURP) customers. Reduction Program.
Totals for Low-Income Sector 100% 2%
A rebate program that encourages customers to
Governmental Governmental/Non- | All government, school upgrade lighting systems to more efficiency lighting
2 > shnologies, Mail-in r - roduc _
/ Profit Lighting and non-profit technologies. Mail-in rebates and/or product buy 4 588345 | 7962 | 100% | 9%
Non-Profit Efficiency Program  |customers with lightin downs will be offered for certain lighting
Portfolio ’ ' 8 gnting. replacements or installations including CFL's, T8,
Programs LED Exit Signs and LED Traffic Signals.
Totals for Gov’t/NP Sector Programs 588,345 7,962 100% 9%
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Commercial/
Industrial
Large
Portfolio
Programs

Large commercial and
industrial customers

An incentive program that encourages energy and

P Net Net Peak | Percentage of
rogram | .. . i
Lifetime | Demand | Portfolio and
Program Name Program Market Program Two Sentence Summary Years MWh KW Total Lifetime
Operated . . .
Savings | Savings | MWh savings
Small commercial and
. . A rebate program that encourages customers to
industrial and . .. . L
Commercial HVAC overnmental/non- purchase high efficiency air conditioners or heat
. & . pumps. Mail-in rebates will be offered for central air 4 60,246 2,522 2% 1%
Efficiency Program profit customers with L .
. i conditioners or heat pumps that exceed certain
air conditioners or heat o .
efficiency ratings.
pumps.
Small anq large A rebate program that encourages customers to
commercial and upgrade lighting systems to more efficiency lighting
ial Lichti . al
Commercial Lighting industrial and technologies. Mail-in rebates will be offered for 4 |3.047.224] 42701 | 94% | 6%
Efficiency Program governmental/non- o . Lo .
rofit customers with certain lighting replacements or installations including
p L. T8, TS, LED Exit Sign and Occupancy Sensors.
lighting.
11 1
Sma ansl age A program that provides demand response with
commercial and L .
Contracted Demand . . participating customers through a third party demand
industrial customers and} . . . 0 0 0 0% 0%
. Response Program response provider. Customers will receive payment
Commercial/ governmental/non- for their participation in demand response events.
Industrial profit customers. 10 particip P vents.
Small Small and large Lo .
Portfoli . An incentive program that encourages energy and
ot oo Custom Technology commercial and demand reductions by providing incentives for
Programs o &Y Lindustrial customers ang| ¢ O yP gtneepves for - g 127876 | 2235 | 4% | 2%
Applications Program qualified projects that improve energy efficiency of
governmental/non- o
N customer processes and applications.
profit customers.
. A rate offering that encourages customers to lower
Small commercial and their demand and energy consumption during on-peak
Time of Use (TOU) with |industrial customers and|] and peak load erioiz b cha.rpin ahi h:egr ris o
Critical Peak Pricing | governmental/non- nap - perlocs by charging & Hgher p 3 7638 | 2856 | 0% | 0%
- .. [|during these periods and a lower price during off-peak|
Rate profit customers, with , .
. periods, that reflects the cost of serving customers
Smart Metering. . .
during these periods.
Small commercial and | A rate offering that encourages customers to lower
- . Jindustrial customers and| their demand and energy consumption during higher
Hourly Pricing Option . . B .
(HPO) Rate governmental/non- priced periods and/or shift usage to lower priced 3 1,348 504 0% 0%
profit customers, with | periods. Billing is calculated from the PIM hourly
Smart Metering. market pricing for the AP zone.
[Totals for C/I Small Sector 50,817 100% 48%

Applicati B L ives f
Custom Applications with at least 2.500,000 dglnand refiucuons t?y providing mcenuv?s or 3 001721 | 11793 2% 13%
Program KWH's enerey usage per qualified projects that improve energy efficiency of
y:;}; 5ag¢ p customer processes and applications.
Small and 1 . .
commear?:ialaerlﬁg A program that provides demand response with
. . participating customers by contracting with customers
Customer Load industrial customers and for load reduction during peak load hours. Customers 3 8,074 59,494 1% 0%
Response Program governmental/non- B . . . L
rofit customers, with will receive payment for their participation in
P Smart Melerit;g Company demand response events.
fc[)?sl:iearl::?allazﬁg A program that provides demand response with
industrial customers and participating customers by deploying customer-owned|
Distributed Generation standby generation during peak load hours. The
governmental/non- : . . . 3 2,830 28,500 0% 0%
Program rofit customers. with Company will contract with a third party dispatchable
pstan db enerz;tion generation provider to operate, maintain and dispatch
resi)frces a customer’s standby generator.
Small and large .
. . A rebate program that improves customer process
Commercial and <o refal and efficiency by applying variable frequency drives to
Industrial Drives industrial customers and| ~ . Y bY appying ed i 4 185,456 2,446 17% 3%
Prooran vernmental/non- existing applications or process loads. Mail-in rebates|
ogram g;“fm ?:stome?s will be offered for qualifying installations.
Totals for C/I Large Sector 1,098,082 100% 16%

Total for Plan

216,328

100%
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2.2. Plan data: Costs, Cost-effectiveness and Savings by program, sector and portfolio (see

Tables 1-4).

Table 1: Portfolio Summary of Lifetime Costs and Benefits

Notes:

o Net Lifetime Benefits, and TRC per the California Standard Practice Manual

Total Total
Discount Total Discounted Discounted Discounted | Cost-
Portfolio Lifetime Costs . Net Lifetime| Benefit TRC
Rate Lifetime .
($000) Benefits (5000) Benefits Ratio
($000)
Residential
(exclusive of Low] 0.08949 $44,128 $105,886 $61,758 2.4 $61,758
Income)
Residential Low-| -, 44949 $6,642 $9,161 $2,519 1.4 | $2,519
Income
Commercial/
Industrial Small 0.08949 $55,831 $307,347 $251,516 5.5 $251,516
Commercial/ | \¢949 $15,847 $52,178 $36,332 33 | $36,332
Industrial Large
Governmental/ | -, 44919 $8,084 $56,213 $48,129 7.0 | $48,129
Non-Profit ’ ’ ’ ’ ’ ’
Total 0.08949 $130,531 $530,784 $400,253 4.1 $400,253
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Table 2: Summary of Portfolio Energy and Demand Savings

o Program Year is June 1 — May 31
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MWh Saved for Consumption
Reductions
kW Saved for Peak Load
Reductions

Program Year 2009

Program Year 2010

Program Year 2011

Program Year 2012

MWh Saved

kW Saved

MWh Saved

kW Saved

MWh Saved

kW Saved

MWh Saved

kW Saved

Baseline'

20,938,650]

3,496,000]

20,938,650]

3,496,000)

20,938,650

3,496,000]

20,938,650]

3,496,000)

Residential Sector
(exclusive of Low- Income) -
Cumulative Projected
Portfolio Savings?

12,100

1,444

72,891

9,260

168,304

26,682

264,458

52,563

Residential Low-Income
Sector - Cumulative
Projected Portfolio
Savings’

979

154

7,903

1,283

12,902

2,031

17,791

2,753

Commercial/Industrial
Small Sector -
Cumulative Projected
Portfolio Savings®

8,307

1,912

66,236

14,727

167,626

38,869

222,734

50,817

Commercial/Industrial
Large Sector -
Cumulative Net Weather
Adjusted Savings®

399

79

24,023

58,387

59,529

86,853

76,878

102,233

Governmental/Non-Profit
Sector - Cumulative
Projected Portfolio
Savings’

2,842

255

EE&C Plan Total -
Cumulative Projected
Savings

24,626

3,844

Percent Reduction From
Baseline

Commission Identified
Goal

Percent Savings Due to
Portfolio Above or Below
Commission Goal

0.1%

0.1%

2Adjusted for weather and extraordinary load as applicable.

38,903

209,956

3,043

57,519

86,699

465,380

2.5%

2.2%

5,797

160,233

4.6%)

63,997

645,859

3.1%

7,962

6.2%)

! Commission approved Consumption Forecast and Peak Demand Forecast per Section H of the January 15 Implementation Order. (Template Section 10A & 10B)

Percent Savings Due to Portfolio Above or Below Commission Goal for Demand
Reduction Target result of 101.9% is calculated based on results at end of 2011 Plan Year

(May 2012).
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Table 3: Summary of Portfolio Costs

o Program year is June 1 — May 31

Program Year 2009 Program Year 2010 Program Year 2011 Program Year 2012

Portfolio % of Portfolio Portfolio % of Portfolio Portfolio % of Portfolio Portfolio % of Portfolio
Budget Budget Budget Budget Budget Budget Budget Budget

$4,484,308 45% $9,879,822 38% $13,180,974 44% $12,842,266 45%
Residential Portfolio Annual
Budget (3000 and percent of
Portfolio Budget)

Residential Low-Income $1,035,049 10% $5,028,741 19% $3,334,845 11% $3,936,618 14%

Portfolio Annual Budget
(3000 and percent of
Portfolio Budget)

Commercial/Industrial $2,048,246 20% $5,164,382 20% $7,192,380 24% $5,055,077 18%

Small Portfolio Annual
Budget (3000 and percent of
Portfolio Budget)

Commercial/Industiral $1,930,833 19% $3,399,333 13% $4,360,141 15% $5,774,799 20%

Large Portfolio Annual
Budget (3000 and percent of
Portfolio Budget)

Governmental/Non-Profit $539,990 5% $2,376,353 9% $1,565,753 5% $1,119,963 4%
Portfolio Annual Budget
(3000 and percent of
Portfolio Budget)

Total Portfolio Annual $10,038,426 100% $25,848,630 100% $29,634,093 100% $28,728,723 100%

Budget
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Table 4: Program Summaries
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Program Net Net Peak | Percentage of
Lifetime | Demand | Portfolio and
Program Name Program Market Program Two Sentence Summary Years MWh kW Total Lifetime
Operated . . .
Savings 1 Savings 1 MWh savings
Compact Fluorescent All residential A rebate program that encourages the purchase of
Lighting (CFL) customers single and multipack CFL's. Mail-in rebates and point] 4 627,810 339 39% 9%
Rewards Program of-sale discounts (where possible) will be offered.
Critical Peak Rebate All residential A rebate rate offering that encourages customers to
(CPR) Rate customers with Smart | lower their energy demand during peak load hours by 3 2,497 9,513 0% 0%
Metering offering a rebate based on their actual energy demand.
Residential Energy Star All residential A rebate program that encourages the purchase of
and High Efficiency customers certain appliances that meet or exceed Energy Star or 4 440,219 | 19,894 27% 7%
Appliance Program other efficiency ratings, through mail-in rebates.
A program that educates customers on EE&C and
Single family or improves overall home performance by promoting and
Residential Home multifamily residential providing the installation of standard EE&C 4 462,042 6,418 29% 7%
Performance Program dwelling units measures. Includes three home energy audit options.
J ’ Encourages additional qualified measures through
I mail-in rebate.
Portfolio Programmable A program that provides automated demand response
Programs Controllable All residential and reduces energy usage during peak load hours
(exclusive of Thermostat (PCT) customers with Smart | through the direct load control of air conditioners. 3 2,497 9,513 0% 0%
Low Income) Program Metering Customers will receive a credit on their bill for
8 participation in this program.
All residential A rebate p.rogran'l t'hat enc.ourage's 'customers to
Residential HVAC customers with air purchase high efficiency air conditioners or heat
. - pumps. Mail-in rebates will be offered for central air 4 69,152 5,515 4% 1%
Efficiency Program conditioners or heat . .
conditioners or heat pumps that exceed certain
pumps. efficiency rati
y ratings.
All residential A rate offering that encourages customers to lower
Residential Efficiency . their energy consumption from historical levels.
© | customers with Smart . . o . 3 11,023 959 1% 0%
Rewards Rate . Customers will be provided a credit/discount on their
Metering . . Lo
bill based on their actual reduction in energy usage.
A billing option that provides customers with a better
Pay Ahead Smart All residential understanding of their energy usage and the impact on
;’erviee Rate customers with Smart their electric bill. Customers will be provided 3 4,724 411 0% 0%
Metering information regarding their energy usage and account
balance to support customer efficiency initiatives.
Totals for Residential Sector 1,619,964] 52,563 | 100% | 24%
Residential Low Income A program that educates customers on EE&C and
Home Performance Residential customers | improves overall home performance by providing the
Check-Up Audit & up to 150% of the installation of EE&C measures. Includes replacement 4 36,427 1,193 26% 1%
Appliance Replacement | federal poverty level. | of refrigerators and room air conditioners that meet
Program certain qualifications.
Residential | R gidential Low Income | Residential customers A program that leve'rages resources and funding to
Low-Income | jius Urility Usage | up t0200% of the | PrOVide comprehensive energy saving measures and |, 101,868 | 1210 | 72% | 2%
Sector Management Program | federal poverty level weatherization services to low income customers . 7
Programs i 8 P Y ) through partnership with gas utilities.
Residential Low Income Residential Low A program that provides replacement of room air
Room Air Conditioner Incorpe Usage conditioners meeting 'certz?lq qualifications as an add- 4 4010 351 3% 0%
Replacement Measure Reducation Program on to the Company's existing Low Income Usage
P (LIURP) customers. Reduction Program.
Totals for Low-Income Sector 100% 2%
A rebate program that encourages customers to
lighti ffici lighti
Govertmentall Govermmentanion-{ sovermmentsenoat | L BT et
Profit Lighting and non-profit S1es. T product buy 4 588345 | 7962 | 100% | 9%
Non-Profit Efficiency Program  |customers with lightin downs will be offered for certain lighting
Portfolio - 8 Shting. replacements or installations including CFL's, T8,
Programs LED Exit Signs and LED Traffic Signals.
Totals for Gov’'t/NP Sector Programs 588,345 7,962 100% 9%
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Commercial/
Industrial
Large
Portfolio
Programs

Custom Applications

Large commercial and
industrial customers

An incentive program that encourages energy and
demand reductions by providing incentives for

Program Net Net Peak | Percentage of
Lifetime | Demand | Portfolio and
Program Name Program Market Program Two Sentence Summary Years MWh kW Total Lifetime
Operated . . :
Savings | Savings MWh savings
Small commercial and
. . A rebate program that encourages customers to
industrial and . . . . .
Commercial HVAC governmental/non- purchase high efficiency air conditioners or heat
X . pumps. Mail-in rebates will be offered for central air 4 60,246 2,522 2% 1%
Efficiency Program profit customers with " .
. . conditioners or heat pumps that exceed certain
air conditioners or heat - .
efficiency ratings.
pumps.
Small and 1
ma an. arse A rebate program that encourages customers to
commercial and Lo . P
Commercial Lighting industrial and upgrade lighting systems to more efficiency lighting
. technologies. Mail-in rebates will be offered for 4 3,047,224) 42,701 94% 46%
Efficiency Program governmental/non- P . P .
rofit customers with certain lighting replacements or installations including|
P P T8, T5, LED Exit Sign and Occupancy Sensors.
lighting.
Small and 1 . .
ma an' arge A program that provides demand response with
commercial and L .
Contracted Demand . . participating customers through a third party demand
Response Program indusrial customers and response provider. Customers will receive payment 0 0 0 0% 0%
Commercial/ ! ¢ governmental/non- fo? theirp artici] :;ﬁon in demand response I;vgllts
Industrial profit customers. partielp P )
Small Small and large . .
Portfolio X An incentive program that encourages energy and
or Custom Technolo, commercial and demand reductions by providing incentives for
Programs fom 8Y lindustrial customers and|  SSmanC e Y P N , 3 127876 | 2235 | 4% | 2%
Applications Program qualified projects that improve energy efficiency of
governmental/non- P
. customer processes and applications.
profit customers.
. A rate offering that encourages customers to lower
Small commercial and their demand and energy consumption during on-peak
Time of Use (TOU) with |industrial customers and| and peak load rioi)s] b charcl')in ahi hfr rige
Critical Peak Pricing | ~governmental/non- nd p ' pe Y charging a igher p 3 7638 | 2856 | 0% | 0%
. ... [during these periods and a lower price during off-peak
Rate profit customers, with " R
. periods, that reflects the cost of serving customers
Smart Metering. . .
during these periods.
Small commercial and | A rate offering that encourages customers to lower
L . Jindustrial customers and] their demand and energy consumption during higher
Hourly Pricing Option . . . .
(HPO) Rate governmental/non- priced periods and/or shift usage to lower priced 3 1,348 504 0% 0%
profit customers, with | periods. Billing is calculated from the PJM hourly
Smart Metering. market pricing for the AP zone.
Totals for C/I Small Sector 3,244,333) 50,817 100% 48%

with at least 2,500,000 o . . ) 3 901,721 | 11,793 82% 13%
Program , qualified projects that improve energy efficiency of
kWh's energy usage per P
customer processes and applications.
year.
Small and large .
. 8 A program that provides demand response with
commercial and L . .
Customer Load industrial customers andl participating customers by contracting with customers
for load reduction during peak load hours. Customers 3 8,074 59,494 1% 0%
Response Program governmental/non- . . . S
. . will receive payment for their participation in
profit customers, with
. Company demand response events.
Smart Metering.
Small and large . .
. A program that provides demand response with
commercial and L .
. . participating customers by deploying customer-owned
- . |industrial customers and|] . g
Distributed Generation standby generation during peak load hours. The
governmental/non- R R K . 3 2,830 28,500 0% 0%
Program . .. | Company will contract with a third party dispatchable
profit customers, with . . Lo .
. generation provider to operate, maintain and dispatch
stand-by generation .,
a customer's standby generator.
resources.
Small and large .
, . A rebate program that improves customer process
Commercial and commercial and efficiency by applying variable frequency drives to
Industrial Drives  |industrial customers and| S 'Y %Y aPPIying duercy ¢ 4 185456 | 2446 | 17% | 3%
existing applications or process loads. Mail-in rebates|
Program governmental/non- . e .
. will be offered for qualifying installations.
profit customers.
Totals for C/I Large Sector 1,098,082] 102,233 | 100% 16%

Total for Plan

6,693,027

216,328

100%
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2.3. Budget and Parity Analysis — (see Table 5).

Table 5: Budget and Parity Analysis Summary
o Through program year 2012

C % of Total % of thal Budget % of Total .
ustomer Class Budget Excluding Other Difference
EDC Budget : Customer Revenue
Expenditures
Residential $40,387,370 43% 43% 34%  39.4%
Residential Low Income $13,335,253 14% 14% 1.1%  13.0%
52.4%
C&I Small $19,460,085 21% 19.0%
C&I L 15.1%
34.1%
Governmental/Non-Profit $5,602,059 6% 6% 0.5% 5.5%
5.5%
% Budget by Customer Class % Revenue by Customer Class
Governmental/N Governmental/N
on-Profit, 5.9% on-Profit, 0.5%
Cal Large, Residential, -
Residential,

16.4% 42.9%

3.4%

C&I Small,
20.6%

Residential Low Residential Low
Income, 14.1% Income, 1.1%
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3.

Program Descriptions

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

3.1.1 Describe portfolio objectives and metrics that define program success (e.g., energy and

demand savings, customers served, number of units installed).

Allegheny Power has sought to create a portfolio of energy efficiency and conservation,
and demand response programs that enable most or all customers to participate in one
or more programs. Programs were selected to target the major energy-consuming
systems, which are HVAC, major consumer appliances and lighting, with a sufficiently
broad scope to provide an opportunity for almost all Pennsylvania customers to
participate. ~ Programs were selected to target each customer class including
Residential, Residential Low-Income, Small Commercial and Industrial, Large
Commercial and Industrial, and Governmental/Non-Profit customers. The proposed
programs incorporate services that are targeted directly to end-users and to key trade

allies.
Allegheny Power conducted program design in coordination with input received from

various stakeholders. Allegheny Power conducted 10 stakeholder meetings throughout
the program development process to solicit stakeholder input and feedback regarding
the development of the Company’s Act 129 Plan. The stakeholder process also
included numerous informal meetings and discussions which provided the Company
with valuable input on the proposed programs. In the course of arriving at these
recommended programs, over 40 measures were considered or evaluated. The
collaborative efforts provided through the stakeholder process have been incorporated
in this Plan. The Company looks forward to continuing collaborative efforts to ensure
the success of Plan implementation and providing energy efficiency and conservation
and demand response programs to its customers. In addition, Allegheny Power met
with Commission Staff to provide a preliminary review of its Plan for feedback.
Success factors for this plan include: attaining the planned participation and energy
savings goals, the number of homes completed versus goal, energy savings achieved,
increased market share, customer awareness and acceptance, high customer satisfaction
and the benefit/cost ratio. To improve success, many of the proposed programs were
modeled after ACEEE exemplary programs or other utility programs identified through
benchmarking.

3.1.2 Describe how programs were constructed for each portfolio to provide market coverage

sufficient to reach overall energy and demand savings goals. Describe analyses and/or
research that were performed (e.g., market, best-practices, market modeling).

Please see 3.1.3 for combined response.

3.1.3 Describe how energy efficiency, conservation, solar, solar photovoltaic systems,

geothermal heating, and other measures are included in the portfolio of programs as

licabl _ .
AzlPé’ghcgﬁ)yePower proposes eleven energy efficiency and conservation, and demand
response programs and rate offerings for residential and low income residential
customers. Two of the programs are very similar and are only differentiated because
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they are only offered to low income participants. The proposed residential programs
cover most of the major energy consuming devices in the home, thus increasing the
opportunity for more residential customers to benefit from a program. The residential
programs differ generally by the types of measures that are offered, the delivery
mechanism that is used, and the residential sector being targeted. The following table
provides a listing of the Residential and Residential Low Income programs and the
general type of energy efficiency measure activity or demand reduction target activity
anticipated in the program. In general, the program delivery mechanism differs
between measures that are delivered at the premise level and mass market programs.
Appliance programs are mass market programs whereas Home Performance programs
are delivered at the premise level.

Water Building | Kitchen Clothes
Program Name EEC | DR | Heating Cooling Heating | Envelope | Appliances| Washing | Lighting
Residential Energy Star and High Emciency Appliance Program X X X X X
Compact Fluorescent Lighting (CFL) Rewards Program X X
Residential HVAC Efficiency Program X X X
Residential Home Performance Program X X X X X X X X
Residential Low Income Home Performance Check-Up Audit &
Appliance Replacement Program X X X X X X X X
Residential Low Income Joint Utility Usage Management Program X X X X X X X X
Residential Low Income Room Air Conditioner Replacement
Program X X
Residential Efficiency Rewards Rate X X X X X X X
Programmable Controllable Thermostat (PCT) Program X X X
Pay Ahead Smart Service Rate X X X X X X X
Critical Peak Rebate (CPR) Rate X X X X X X X
Time of Use with Critical Peak Pricing Rate X X X X X X X X
Hourly Pricing Option (HPO) Rate X X X X X X X X

Allegheny Power proposes eleven energy efficiency and conservation, and demand
response programs and rate offerings for non-residential customers. The commercial,
industrial, governmental and non-profit programs encompass the core energy
consuming devices for the types of customers in these sectors, especially with the
inclusion of the custom programs. Fundamentally, each of the programs includes the
same types of measures; the biggest differences between measures arise in the size and
type of commercial and industrial customer that is served by the program. The
following tables provide a list of the programs that Allegheny Power proposes for
Small Commercial and Industrial, Large Commercial and Industrial and
Governmental/Non-Profit customers. The measures described herein are organized by
six different end-uses and are differentiated by type (prescriptive or common).
“Prescriptive measures” are measures that are commonly implemented in large scale
and have well-established, predefined and consistent applications and savings estimates
whereas “custom measures” are specific in relation to the customer and typically
evaluated on a case-by-case basis. The Company also sought to include new
technology and renewable energy projects in the Plan and has included these as custom
measures.
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Program Name SC&I | LC&l | GNP | EEC | DR HVAC Lighting Motors Refrigeration| Process
Commercial HVAC Emciency Program X X X X X

Commercial Lighting Efficiency Program X X X X

Governmental/Non-Profit Lighting Efficiency Program X X X

Custom Technology Applications Program X X X X X X X X X
Programmable Controllable Thermostat (PCT) Program X X X X

Pay Ahead Smart Service Rate X X X X X X X X X
Commercial and Industrial Drives Program X X X X X X
Custom Applications Program X X X X X X X
Customer Load Response Program X X X X X X X X X
Distributed Generation Program X X X X X X X X X
Contracted Demand Response Program X X X X X X X X X
Critical Peak Rebate (CPR) Rate X X X X X X X X
Time of Use (TOU) with Critical Peak Pricing Rate X X X X X X X X X
[Hourly Pricing Option (HPO) Rate X X X X X X X X X

To the extent possible, assumptions used to estimate load impacts (e.g., kWh and kW
savings per unit, program net-to-gross ratios, measure lives) in the calculation of the
TRC are taken from the Pennsylvania Technical Reference Manual (“TRM”). For
measures where the required load impacts for cost-effectiveness test inputs were not
available in the TRM, the Company utilized benchmarking studies or other resources to

suﬁvport its calculations. ) - o
Allegheny Power does not currently have any studies specific to expected participation

rates for energy efficiency and conservation and demand response initiatives within its
Pennsylvania service territory.  For purposes of cost-effective evaluations, a
conservative estimation approach to participation rates and energy savings was used to
ensure a greater likelihood that the measure or program will remain cost effective
throughout its lifecycle. In the case of residential measures, Allegheny Power looked
to its 2006 Residential Appliance Saturation Survey to determine the potential pool of
participants. With respect to commercial and industrial measures, the Company relied
on information from sources such as the Energy Information Administration and the
results of pilot studies conducted by other utilities across North America. Within the
estimation regime, data was gathered as to incentive levels, program duration, and
customer participation. Participation rates were selected somewhat qualitatively from
looking at the potential pool of participants, their similarity to the participants of other

utilities and the actual take up and participation rates achieved. ) o
As mentioned above, Allegheny Power has undertaken benchmarking studies in an

effort to ensure the reasonableness and viability of its program proposals. In doing so,
numerous utilities (and sometimes their contractors) and end-users were contacted to
ascertain the parameters of the programs offered and the relative success of those
program offerings. Benchmarking was used to validate and refine assumptions, and the
Company generally found that the benchmarking data gathered was convergent. In
those instances where outlying data appeared, Allegheny looked further into the cause
of those results to determine if the Company’s service territory might have similar
characteristics and other correlating factors. Such observation permitted general
validation of the assumptions regarding participation levels (both take up and steady
state), participation costs and savings estimates from sources such as the EPA, DOE,
Northeast Efficiency Partnership (“NEEP”), American Council for an Energy-Efficient
Economy (“ACEEE”) and the Consortium of Energy Efficiency (“CEE”). Finally,
programs from Energy Star and ACEEE’s “America’s Best Exemplary Programs” were

also reviewed. ) o .
The following companies and entities (in no particular order) were contacted to gather

benchmarking information:
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United Illuminating City of Greensburg, PA
Austin Energy City of Little Rock, AR
Xcel Energy Southwestern Pennsylvania
Commission
City of Philadelphia Municipal
Energy Office City of Pittsburgh, PA
Puget Sound Energy Institute of Transportation
. - Engineers .
Avista Utilities American Council for an Energy

Efficient Economy
Alliant Energy

California Energy Commission
Efficiency Vermont

) ) Consortium for Energy Efficiency
City of Fayetteville, AR

.. o Lighting Research Center
Gainsville Reg. Utilities

U.S. Department of Energy

Allegheny Power also conducted research on existing state and federal building codes
and standards for consideration in the measure assumptions. Rebates were only
considered for appliances that exceed the federal minimum energy efficiency
standard.'? In cases where this minimum standard for the measure was already Energy
Star qualified, incentives were designed only for higher efficiency models.

In other cases, such as for CFL, where CFLs are to become the federal standard in 2012
(incandescent lamps will no longer be manufactured or imported in the U.S.), the
Company plans to revise the incentive program to promote specialty CFLs and/or new
energy efficient lighting types. Therefore, Allegheny Power’s fundamental approach
will not provide rebates for appliances that simply meet current standards. In fact, the
Company supports a migration from rebates to increasing customer behaviors as the

market transforms.
Allegheny Power reviewed ACEEE exemplary programs and other utility programs

identified through internal benchmarking to determine its incentive strategy. The
general approach to setting incentive levels for measures, other than those in the
custom programs, was to provide an incentive for between 25% to 75% of the
incremental cost of the high-efficiency device, with 50% being the target, as compared
to the standard efficiency device. The Company’s Plan also includes a general
reduction in customer incentives beginning in the 2011 Plan year. The Company
proposes that as customer awareness and education regarding energy efficiency and
conservation increases that smaller customer incentives will be necessary to encourage
customers to participate in programs that promote energy efficiency and conservation.
This concept also coincides with the Company’s implementation of Smart Metering
and related infrastructure that further supports customer awareness and education and

12 Residential appliances: http://www.energysavers.gov/your_home/appliances/index.cfm/mytopic=10050
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changing customer behaviors. The Company proposes to revise the Plan during the
annual review process, based on the experience gained from offering programs to our
PA customers, in an effort to maximize Plan effectiveness in meeting the targets and
requirements of Act 129. Required incentive levels will vary from program to program
and as programs are reviewed, updated, added or removed the overall incentive strategy
will need to be updated to reflect this experience.
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3.2. Residential Sector (as defined by EDC Tariff) Programs

a. RESIDENTIAL ENERGY STAR AND HIGH EFFICIENCY APPLIANCE
PROGRAM

Years during which program will be implemented
January 2010 through May 2013

Objective(s)

The Energy Star and High Efficiency Appliance Program encourages customers in
Allegheny Power’s Pennsylvania service territory to purchase the most energy-efficient
appliances available instead of less energy-efficiency appliances.

Target market

This program targets Allegheny Power’s approximately 618,000 Pennsylvania residential
customers.

Program description

The Energy Star and High Efficiency Appliance Program encourages customers in
Allegheny Power’s Pennsylvania service territory to purchase the most energy-efficient
appliances available instead of less energy-efficiency appliances. To encourage
participation and to overcome cost barriers, this program provides rebates (equal to about
50% of the appliance’s incremental cost in most cases) for the purchase of appliances that
meet or exceed Energy Star or other energy efficiency ratings.13

Mail-in and point-of-sale (where possible) rebates will be offered for clothes washers,
clothes dryers, dishwashers, refrigerators (with turn-in), freezers (with turn-in),
programmable thermostats, and room air conditioners.

Implementation strategy (including expected changes that may occur in different
program years)

Allegheny Power will contract directly with rebate processing and appliance recycling
services providers.

Allegheny Power will contract implementation administration activities including
coordination of point of sale agreements, marketing activities, rebate processing and
appliance recycling services provider contractor oversight, reporting, and program
evaluation.

Possible future enhancements for this program include adding consumer electronics, high
efficiency water heaters and renewable technologies. Additionally, the Program will be

" In instances where Energy Star does not provide an efficiency rating for a device, other standards, such as the
federal minimum efficiency standards may be used to establish eligibility criteria.
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modified as federal minimum energy efficiency standards increase to ensure the program
continues to incent customers to purchase more energy efficient appliances.

Program issues and risks and risk management strategy

Achieving estimated participation rates is a program risk. The program will be reviewed
monthly to determine if participation rates are not as high as anticipated. If participation
rates are lagging, the following steps will be evaluated:

o Modify marketing strategy;
o Modify rebates; and
« Modify or eliminate measures being offered.

Another risk is the possibility of an increase in the federal energy efficiency standards for
appliances resulting in reduced energy savings of appliances based on the current appliance
measure requirements. As these standards change, appliance requirements and/or energy
savings will be modified to reflect the energy efficiency standards of appliances available
at that time. The program manager will be responsible for monitoring these changes and
updating each appliance measure as needed.

Anticipated costs to participating customers

The customer will be required to pay for the full cost of the new appliance minus the
offered appliance rebate. The offered appliance rebate amount is approximately 50% of
the appliance’s incremental cost.'*

Ramp up strategy

This program is expected to be ‘full launched’ that is, offered to the entire target population
on the launch date. Allegheny Power will execute the launch in this manner since it will
have had some experience in program management in another state prior to the
Pennsylvania launch. It is assumed that the ramp up period for this program will occur in
the 2009 and 2010 plan years. In the 2009 plan year, the participation rates are projected to
be 33% of future year levels. In the 2010 plan year, the participation rates are projected to
be 50% of future year levels.

Marketing strategy

Marketing activities will target eligible customers to inform them of the program, its
components, and the associated benefits primarily through bill inserts, direct mail, print
and radio advertising, and in-bound call center contact. In addition, the Home Performance
Program will inform customers of this program at all customer contact points.15

Marketing activities will include leveraging and promoting federal and state funding
opportunities (stimulus dollars, tax incentives, grants, etc.) that may be associated with this
program.

" Incremental cost is the cost to purchase the required higher energy efficient unit instead of the federal energy
efficient standard unit.

'> The Home Performance Program is detailed in Section 3.2.d.

16 Reference Additional Funding Table in Section 10.F.2.
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Eligible measures and incentive strategy, include tables for each year of program, as
appropriate showing financial incentives & rebate levels (e.g., $ per measure, $ per
MWh or MW saved)

To encourage participation and to overcome cost barriers, this program provides the
following program rebates for each year of the program:

Eligible Program Measures & Incentives

REBATE

MEASURE LE VRl
REBATE (% of

$) Incremental $)

Room Air Conditioner Rebate $25 83%
Room Air Conditioner Recycling $25 N/A
Refrigerators Rebate $50 50%
Refrigerators Recycling $35 N/A
Freezers Rebate $25 58%
Freezers Recycling $35 N/A
Clothes Washers $75 25%
Clothes Dryers $25 50%
Dishwashers $25 50%
Programmable Thermostat $25 33%

Program start date with key schedule milestones

Allegheny Power will determine and measure key milestones achieved as referenced in
program participation levels and savings tables for respective years."’

« Implementation: Award vendor contracts fourth quarter 2009
o Program Marketing: Begin fourth quarter 2009

o Program Start Date: January 1, 2010

« Program End Date: May 31, 2013"®

Assumed Evaluation, Measurement, and Verification (EM&V) requirements
required to document savings by third-party consultant

This program falls into the Level 1 EM&V category."’

All rebate applications will be reviewed upon receipt to verify adherence to eligibility
requirements and applicant eligibility. A statistically valid sample of all rebate
applications, based on 90% confidence level and a plus-or-minus 5% margin of error, will
be selected for survey.

Information that will be collected for EM&V purposes will include the quantity of the
measure installed, nameplate data from the existing model, the capacity (size) of the

' Start date and milestones based on assumed Plan approval in fourth quarter 2009.

'8 All measures subject to modification or elimination if federal energy efficiency standard changes or other changes
warrant.

' Reference Section 6.1.2. for details of Level 1 EM&V.
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existing model, the nameplate data for the new model and the capacity (size) of the new
model. A customer survey will also be completed.

The refrigerator and freezer recycling measures also include verification that an operating
refrigerator or freezer was removed from a customer’s premise, and that the refrigerator or
freezer was appropriately recycled. The recycling vendor is also responsible for verifying
the nameplate data of the removed equipment.

TRC analysis of the program will occur annually to determine the feasibility of continuing
the program. Allegheny Power will notify the Commission if it appears that changes are
warranted in this program.

The EM&V Plan will be adjusted to meet statewide Plan Evaluator Requirements and/or
per recommendation of the EM&V contractor to be hired.

Administrative requirements — include utility staffing levels

Allegheny Power will assign a program manager to oversee program implementation,
contract management, tracking and reporting, and program evaluation. It is estimated that
program management will require 0.25 FTE.

Estimated participation — includes tables indicating metric(s) with target value(s) per
year

Estimated Annual Participation

POTENTIAL PARTICIPATING PARTICIPATING
MEASURES CUSTOMERS MEASURES

PROGRAM

YEAR

2009 3,806,971 8,700 8,700
2010 3,829,813 32,899 32,899
2011 3,852,792 63,397 63,397
2012 3,875,908 63,777 63,777

Estimated program budget (total) by year — include table with budget per year

Estimated Program Budget (Total) by Year

UTILITY
ADMINISTRATIVE
COSTS

PROGRAM
YEAR

MARKETING
COSTS

OUTSIDE
SERVICES

EVALUATION

V& /
COSTS INCENTIVES TOTAL

2009 $454,169 $570,000 $279,193 $61,519 $298,611 $1,663,492
2010 $145,119 $1,409,040 $1,012,833 $223,187 $1,116,196 $3,906,375
2011 $148,410 $1,451,310 $2,034,384 $192,349 $1,924,956 $5,751,410
2012 $151,777 $872,000 $2,046,591 $198,294 $1,936,506 $5,205,167
TOTAL $899,475 $4,302,350 $5,373,001 $675,349 $5,276,270 $16,526,445

Savings targets — include tables with total MWh and MW reduction goals per year
and cumulative & tables that document key assumptions of savings per measure or

project
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Estimated Energy & Demand Savings Targets
ANNUAL PROGRAM ANNUAL PROGRAM

PROGRAM ENERGY ENERGY DEMAND DEMAND
YEAR SAVINGS SAVINGS SAVINGS SAVINGS
(MWh) (MWh) (MW) (MW)
2009 3,062 3,062 1.0 1.0
2010 11,176 14,239 3.8 4.9
2011 22,315 36,553 75 12.4
2012 22,448 59,001 75 19.9

Cost-effectiveness — include TRC for each program year and cumulative

The cumulative TRC for this program is calculated to be 1.9
Refer to Table 7A for TRC for each program year.

Other information deemed appropriate

In an effort to enable all customer classes to gain added benefits, Allegheny Power will
educate customers on the availability of incentives from other funding sources including,
but not limited to, Federal Tax Credits for Energy Efficiency under the “Emergency
Economic Stabilization Act of 2008 and Stimulus Funds under the “American Recovery
and Reinvestment Act of 2009” as appropriate and as funding is available.”

20 Reference Additional Funding Table in Section 10.F.2.
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b. COMPACT FLUORESCENT LIGHTING (CFL) REWARDS PROGRAM
Years during which program will be implemented
January 2010 through May 2013

Objective(s)

The CFL Rewards Program encourages customers in Allegheny Power’s Pennsylvania
service territory to purchase compact fluorescent lights (CFLs) instead of incandescent
lamps.

Target market

This program targets Allegheny Power’s approximately 618,000 Pennsylvania residential
customers.

Program description

The CFL Rebate Program encourages customers in Allegheny Power’s Pennsylvania
service territory to purchase CFLs instead of incandescent bulbs. To encourage
participation and to overcome cost barriers, this program provides mail-in and point-of-sale
rebates and markdowns (where possible) in parts of Allegheny Power’s service territory
with large retail stores. In parts of the service territory that border other EDCs and in
Allegheny Power’s more rural territory, only the mail-in rebates will be available to
customers.

Implementation strategy (including expected changes that may occur in different
program years)

Allegheny Power is evaluating partnership opportunities with companies such as Technical
Consumer Products (“TCP”) to work with retail stores such as Home Depot and others to
further market this program in their stores.

Allegheny Power will contract implementation administration activities including
coordination of point of sale agreements, marketing activities, rebate processing services
provider contractor oversight, reporting, and program evaluation.

Allegheny Power will contract directly with rebate processing services provider.

As incandescent bulbs will become unavailable at the end of 2011, this program will be
modified based on the available bulbs at that time.
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Program issues and risks and risk management strategy

A risk with this program is the possibility of new lighting technologies not being as
efficient or available at the time incandescent bulbs will become unavailable at the end of
2011. If and when this were to happen, claimed energy savings will need to be modified
based on the available bulbs at that time. The program manager will be responsible for
monitoring these changes and updating the measure as needed.

Achieving estimated participation rates is a program risk. The program will be reviewed
monthly to determine if participation rates are not as high as anticipated. If participation
rates are lagging, the following steps will be evaluated:

o Modify marketing strategy;
» Modify rebates; and
« Modify or eliminate programs.

Anticipated costs to participating customers

The customer will be required to pay for the full cost of the CFLs minus the offered CFL
rebate or point of sale markdown. The offered CFL rebate amount is approximately 50%
of the incremental cost of purchasing a CFL instead of an incandescent bulb.

Ramp up strategy

This program is expected to be ‘full launched’ that is, offered to the entire target population
on the launch date. AP will execute the launch in this manner since it will have had some
experience in program management in another state prior to the Pennsylvania launch. It is
assumed that the ramp up period for this program will occur in the 2009 and 2010 plan
years. In the 2009 plan year, the participation rates are projected to be 33% of future year
levels. In the 2010 plan year, the participation rates are projected to be 50% of future year
levels.

Marketing strategy

Marketing activities will target eligible customers to inform them of the program, its
components, and the associated benefits primarily through bill inserts, direct mail, print
and radio advertising, and in-bound call center contact. In addition, the Home Performance
Program will inform customers of this program at all customer contact points.21

Eligible measures and incentive strategy, include tables for each year of program, as
appropriate showing financial incentives & rebate levels (e.g., $ per measure, $ per
MWh or MW saved)

To encourage participation and to overcome cost barriers, this program provides the
following program rebates for each year of the program:

*! The Home Performance Program is detailed in Section 3.2.d.
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Eligible Program Measures & Incentives

REBATE

MEASURE LEVEL
REBATE (% of
($) Incremental $)

CFL Rewards Program
Single Pack $1.50 38%
Multi-Pack $3.00 30%

Program start date with key schedule milestones

Allegheny Power will determine and measure key milestones achieved as referenced in
program participation levels and savings tables for respective years.”

 Implementation: Award vendor contracts fourth quarter 2009
o Program Marketing: Begin fourth quarter 2009

o Program Start Date: January 1, 2010

o Program End Date: May 31, 2013%

Assumed Evaluation, Measurement, and Verification (EM&V) requirements
required to document savings by third-party consultant

This program falls into the Level 1 EM&V category.”*

All rebate applications will be reviewed upon receipt to verify adherence to eligibility
requirements and applicant eligibility. A statistically valid sample of all rebate
applications, based on 90% confidence level and a plus-or-minus 5% margin of error, will
be selected for survey.

Information that will be collected for EM&V purposes will include the quantity of the
measure installed and the wattage of the new CFL. A customer survey will also be
completed.

TRC analysis of the program will occur annually to determine the feasibility of continuing
the program. Allegheny Power will notify the Commission if it appears that changes are
warranted in this program.

The EM&V Plan will be adjusted to meet statewide Plan Evaluator Requirements and/or
per recommendation of the EM&V contractor to be hired.

Administrative requirements — include utility staffing levels

Allegheny Power will assign a program manager to oversee program implementation,
contract management, tracking and reporting, and program evaluation. It is estimated that
program management will require 0.25 FTE.

** Start date and milestones based on assumed Plan approval in fourth quarter 2009.
3 All measures subject to modification or elimination if federal standard changes or other changes warrant.
** Reference Section 6.1.2. for details of Level 1 EM&V.
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Estimated Annual Participation

PROGRAM POTENTIAL PARTICIPATING PARTICIPATING
YEAR MEASURES CUSTOMERS MEASURES
2009 16,469,117 34,100 161,975
2010 16,307,141 121,553 577,377
2011 15,729,765 234,498 1,113,868
2012 14,615,897 217,893 1,034,992

Estimated program budget (total) by year — include table with budget per year

PROGRAM
YEAR

UTILITY

ADMINISTRATIVE

COSTS

MARKETING

COSTS

OUTSIDE
SERVICES

Estimated Program Budget (Total) by Year

EVALUATION INCENTIVES

COSTS

TOTAL

2009 $454,169 $63,000 $20,946 $16,260 $89,513 $643,888
2010 $145,119 $155,736 $74,664 $70,053 $319,077 $764,648
2011 $148,410 $160,408 $144,041 $59,656 $544,572 $1,057,088
2012 $151,777 $96,379 $133,841 $38,802 $506,010 $926,808
TOTAL $899,475 $475,523 $373,491 $184,771 $1,459,171 $3,392,432

Savings targets — include tables with total MWh and MW reduction goals per year
and cumulative & tables that document key assumptions of savings per measure or

° o
ITUjTll

Estimated Energy & Demand Savings Targets

ANNUAL PROGRAM ANNUAL PROGRAM

PROGRAM ENERGY ENERGY DEMAND DEMAND
YEAR SAVINGS SAVINGS SAVINGS SAVINGS

(MWh) (MWh) (MW) (MW)

2009 7,002 7,002 0.0 0.0
2010 24,960 31,963 0.1 0.1
2011 48,153 80,116 0.1 0.2
2012 44,743 124,859 0.1 0.3

Cost-effectiveness — include TRC for each program year and cumulative

The TRC for this program is calculated to be 8.3

Refer to Table 7A for TRC for each program year.
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Other information deemed appropriate

This program will be revised from offering rebates for standard CFLs to offering rebates
for LED lighting and/or specialty CFLs as these technologies become available and/or the
standard CFLs saturate the market. The recent Energy Independence and Security Act
(EISA) of 2007 legislation requires that the efficiency standards of incandescent bulbs (in
the form of minimum lumen per watt values) be phased in by 2014. The savings per bulb
decreases beginning in 2012 in conjunction with this legislation.
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C.

RESIDENTIAL HVAC EFFICIENCY PROGRAM
Years during which program will be implemented
January 2010 through May 2013.

Objective(s)

The Residential HVAC Efficiency Program encourages residential customers in
Allegheny Power’s Pennsylvania service territory to purchase energy efficient central air
conditioners and heat pumps instead of available less energy efficient units.

Target market

This program targets all residential customers in Allegheny Power’s Pennsylvania service
area who have interest in electric HVAC systems. There are approximately 618,000
residential customers in Allegheny Power’s Pennsylvania service territory, of which
about half cool their homes with air conditioning.

Program description

The Residential HVAC Efficiency Program encourages residential customers to purchase
a high efficiency central air conditioner (CAC) or heat pump (HP) (SEER ratings of 14.5
or greater). To encourage participation and to overcome cost barriers, this program
provides rebates (equal to about 50% of the appliance’s incremental cost in most cases)
for the purchase of units that exceed the federal energy efficient standard (SEER ratings
of 13). To qualify for these rebates under this program, the work must be completed by a
certified contractor and a programmable thermostat must be installed.

Implementation strategy (including expected changes that may occur in different
program years)

Allegheny Power will contract implementation administration activities including
coordination with HVAC equipment distributors and installation contractors, marketing
activities, rebate processing services provider contractor oversight, reporting, and program
evaluation.

Allegheny Power will contract directly with rebate processing service providers.

Future enhancements may include renewable heating and cooling technologies.

Program issues and risks and risk management strategy

Achieving estimated participation rates is a program risk. The program will be reviewed
monthly to determine if participation rates are not as high as anticipated. If participation
rates are lagging, the following steps will be evaluated:

o Modify marketing strategy;
» Modify rebates; and
» Modify or eliminate measures being offered.
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Another risk is the possibility of an increase in the federal energy efficiency standards for
HVAC equipment resulting in reduced energy savings based on the current HVAC
measure requirements. If and when these standards change, HVAC requirements and/or
energy savings will be modified to reflect the energy efficiency standards of HVAC
equipment available at that time. The program manager will be responsible for monitoring
these changes and updating each appliance measure as needed.

Anticipated costs to participating customers

The customer will be required to pay for the full cost of the new central air conditioner or
heat pump minus the offered appliance rebate. The offered rebate amount is
approximately 50% of the unit’s incremental cost.”> Approximate (net) equipment costs

are:
« Residential Air Conditioner: $1,190
 Residential Heat Pump: $1,673
Ramp up strategy

This program is expected to be ‘full launched’ that is, offered to the entire target population
on the launch date. Allegheny Power will execute the launch in this manner since it will
have had some experience in program management in another state prior to the
Pennsylvania launch. It is assumed that the ramp up period for this program will occur in
the 2009 and 2010 plan years. In the 2009 plan year, the participation rates are projected to
be 33% of future year levels. In the 2010 plan year, the participation rates are projected to
be 50% of future year levels.

Marketing strategy

Marketing activities will target eligible customers to inform them of the program, its
components, and the associated benefits primarily through bill inserts, direct mail, print
and radio advertising, and in-bound call center contact. In addition, the Home Performance
Program will inform customers of this program at all customer contact points and HVAC
equipment distributors and installation contractors will be notified of the program’s
requirements and available customer incentives.*

Marketing activities will include leveraging and promoting federal and state funding
opportunities (stimulus dollars, tax incentives, grants, etc.) that may be associated with this
program.”’

* Incremental cost is the cost to purchase the required higher energy efficient unit instead of the federal energy
efficient standard unit.

*6 The Home Performance Program is detailed in Section 3.2.d.

27 Reference Additional Funding Table in Section 10.F.2.
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Eligible measures and incentive strategy, include tables for each year of program, as
appropriate showing financial incentives & rebate levels (e.g., $ per measure, $ per
MWh or MW saved)

Eligible Program Measures & Incentives

REBATE

MEASURE LEVEL
REBATE (% of

) Incremental $)

High Efficiency Air Conditioner
SEER 14.5 $100 42%
SEER 15 $150 60%
SEER 16 & Above $200 65%
High Efficiency Heat Pump
SEER 14.5 $100 26%
SEER 15 $150 29%
SEER 16 & Above $200 24%

Program start date with key schedule milestones

Allegheny Power will determine and measure key milestones achieved as referenced in
program participation levels and savings tables for respective years.”®

 Implementation: Award vendor contracts fourth quarter 2009
o Program Marketing: Begin fourth quarter 2009

o Program Start Date: January 1, 2010

o Program End Date: May 31, 2013%

Assumed Evaluation, Measurement, and Verification (EM&V) requirements
required to document savings by third-party consultant

This program falls into the Level 1 EM&V category.*

All rebate applications will be reviewed upon receipt to verify adherence to eligibility
requirements and applicant eligibility. A statistically valid sample of all rebate
applications, based on 90% confidence level and a plus-or-minus 5% margin of error, will
be selected for survey.

Information that will be collected for EM&V purposes may include a description of the
application, the quantity of the measure installed, nameplate data from the existing model,
the capacity (size) of the existing model, the nameplate data for the new model and the
capacity (size) of the new model. A customer survey will also be completed.

TRC analysis of the program will occur annually to determine the feasibility of continuing
the program; Allegheny Power will notify the Commission if it appears that changes are
warranted in this program.

* Start date and milestones based on assumed Plan approval in fourth quarter 2009.
¥ All measures subject to modification or elimination if federal standard changes or other changes warrant.
%0 Reference Section 6.1.2. for details of Level 1 EM&V.
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The EM&V Plan will be adjusted to meet statewide Plan Evaluator Requirements and/or
per recommendation of the EM&V contractor to be hired.

Administrative requirements — include utility staffing levels

Allegheny Power will assign a program manager to oversee program implementation,
contract management, tracking and reporting, and program evaluation. It is estimated that
program management will require 0.25 FTE.

Estimated participation — includes tables indicating metric(s) with target value(s) per
year

Estimated Annual Participation

PROGRAM POTENTIAL PARTICIPATING PARTICIPATING
YEAR MEASURES CUSTOMERS MEASURES
2009 339,251 406 406
2010 341,287 2,453 2,453
2011 343,335 4,935 4,935
2012 345,395 4,964 4,964

Estimated program budget (total) by year — include table with budget per year

PROGRAM
YEAR

UTILITY

ADMINISTRATIVE MARKETING

COSTS

COSTS

QUTSIDE

SERVICES

Estimated Program Budget (Total) by Year

EVALUATION

COSTS

INCENTIVES

TOTAL

2009 $421,662 $92,500 $499 $25,641 $60,948 $601,249
2010 $145,119 $228,660 $3,013 $111,148 $367,881 $855,821
2011 $148,410 $235,520 $6,062 $100,224 $654,819 $1,145,035
2012 $151,777 $141,509 $6,098 $87,090 $658,748 $1,045,222
TOTAL $866,968 $698,189 $15,673 $324,103 $1,742,395 $3,647,328

Savings targets — include tables with total MWh and MW reduction goals per year
and cumulative & tables that document key assumptions of savings per measure or

- - b
Iygjclt

ANNUAL

ANNUAL

Estimated Energy & Demand Savings Targets
PROGRAM

PROGRAM

PROGRAM ENERGY ENERGY DEMAND DEMAND
YEAR SAVINGS SAVINGS SAVINGS SAVINGS
(MWh) (MWh) MW) (MW)
2009 163 163 0.2 0.2
2010 982 1,145 1.1 1.2
2011 1,976 3,120 2.1 3.4
2012 1,987 5,107 2.1 5.5

Cost-effectiveness — include TRC for each program



Energy Efficiency and Conservation Plan Page 60

The TRC for this program is calculated to be 1.2
Refer to Table 7A for TRC for each program year

Other information deemed appropriate

In an effort to enable all customer classes to gain added benefits, Allegheny Power will
educate customers on the availability of incentives from other funding sources including,
but not limited, to Federal Tax Credits for Energy Efficiency under the “Emergency
Economic Stabilization Act of 2008” and/or Stimulus Funds under the *“American
Recovery and Reinvestment Act of 2009 as appropriate and as funding is available.”!

3! Reference Additional Funding Table in Section 10.F.2.
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d. RESIDENTIAL HOME PERFORMANCE PROGRAM
Years during which program will be implemented
January 2010 through May 2013

Objective(s)

The Residential Home Performance Program encourages residential customers in
Allegheny Power’s Pennsylvania service territory to improve the overall efficiency of their
homes and reduce their carbon footprint through a holistic approach to energy consuming
systems in the home including customer EE&C education, the installation of audit
measures and informing customers of Allegheny Power’s other EE&C residential
programs.

Target market

The program will target the approximately 618,000 residential customers in Allegheny
Power’s Pennsylvania service territory.

Program description

The Residential Home Performance Program provides a holistic approach to educating
customers on energy efficiency and conservation, and to improve overall home
performance, by providing customers with a choice of three energy audit measures
including an On-line Audit, a Check-Up Audit and a Comprehensive Audit. Allegheny
Power is offering a $50 incentive for the Check-Up Audit and Comprehensive Audit. The
customer will be eligible to receive an additional incentive for the installation of measures
recommended by the audit up to the balance of the audit cost.

Allegheny Power will contract with BPI certified contractors® or consultants to provide the
audits conducted at the home and install standard measures at the time of the audit. At the
completion of the audit, the customer will be presented with home energy efficiency and
conservation recommendations and information for Allegheny Power’s other residential
program offerings.

The measures directly available through this program for electric heat customers are attic
insulation and home sealing via the comprehensive audit and attic insulation via the Check-
Up audit. Home sealing is not offered to the Check-Up Audit customer due to the concern
of reducing air exchanges in the home to a level which may produce poor air quality from,
for example, carbon monoxide, moisture and mold. Allegheny Power will only offer
incentives for home sealing as a recommendation from a blower-door test, available as part

32 The Building Performance Institute offers nationally-recognized training, certification, accreditation, and quality-
assurance programs. This includes standard construction and modular housing.
http://www.bpi.org/content/contractors/faq.html
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of a Comprehensive Audit. This program leverages Allegheny Power’s portfolio of
programs for a more energy efficient home.

The measures directly supported by this program and available to all audit participants are:
« Residential Energy Star and High Efficiency Appliance Program;
» Residential CFL Rewards Program;
 Residential HVAC Efficiency Program

Implementation strategy (including expected changes that may occur in different
program years)

Allegheny Power will contract implementation management and administration activities
including sub-contracting for home audit services, marketing activities, reporting, and
program evaluation.

Program issues and risks and risk management strategy

There is currently a significant deficiency in certified auditors. An RFP is planned to
contract a minimum of 40 more auditors. Allegheny Power is also discussing opportunities
to partner with PA Home Energy™ to provide the audits conducted in the home.

Achieving estimated participation rates is a program risk. The program will be reviewed
monthly to determine if participation rates are not as high as anticipated. If participation
rates are lagging, the following steps will be evaluated:

o Modify marketing strategy;
» Modify incentives; and
» Modify or eliminate measures being offered.

Anticipated costs to participating customers

o Comprehensive Audit $442
o Check-Up Audit $239
o On-Line $0

o Comprehensive and Check-Up Direct Measures - Installation and/or material
costs less the customer’s audit fee above™

Ramp up strategy

This program is expected to be at ‘full launch’ that is, offered to the entire target
population on the launch date. Allegheny Power will execute the launch in this manner
since it will have had some experience in program management in Maryland prior to the
Pennsylvania launch. It is assumed that the ramp up period for this program will occur in

33 PA Home Energy with Keystone HELP promotes a holistic approach to educating customers on energy efficiency
and conservation to improve overall home performance. This is a potential partnership to leverage their existing
process, BPI certified auditors, state presence, and program infrastructure to reduce start-up time and cost along with
providing a quality program to the customer. See PA Home Energy http://www.pahomeenergy.com/

* Keystone HELP offers a $325.00 rebate when replacement or new installation is funded through the Keystone
HELP Loan Program.
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the 2009 and 2010 plan years. In the 2009 plan year, the participation rates are projected to
be 33% of future year levels. In the 2010 plan year, the participation rates are projected to
be 50% of future year levels.

Marketing strategy

Marketing activities will target eligible customers to inform them of the program, its
components, and the associated benefits primarily through bill inserts, direct mail, print
and radio advertising, and in-bound call center contact.

Eligible measures and incentive strategy, include tables for each year of program, as
appropriate showing financial incentives & rebate levels (e.g., $ per measure, $ per
MWh or MW saved)

To encourage participation and to overcome cost barriers, Allegheny Power is offering a
$50.00 incentive for the Check-Up Audit and Comprehensive Audit. The customer will be
eligible to receive an additional incentive for the installation of measures recommended by
the audit up to the balance of the audit cost. The table below reflects the combination of
both incentives on average.

Eligible Program Measures & Incentives

REBATE

MEASURE REBATE LEVEL
® (%)
On-Line Audit 4 CFLs 100%
Check-Up Audit $50 + 15% up to audit cost
Comprehensive Audit $50 + 15% up to audit cost
Consumer Efficiency CFLs & Educational Material

Program start date with key schedule milestones

Allegheny Power will determine and measure key milestones achieved as referenced in
program participation levels and savings tables for respective years.

o Implementation: Establish partnership with PA Home Energy and execute
vendor contracts

« Program Marketing: Early 4™ quarter 2009 so customers can plan for their 2010
home projects

o Program Start Date: January 2010

o Program End Date: May 31, 2013%

Assumed Evaluation, Measurement, and Verification (EM&V) requirements
required to document savings by third-party consultant

This program falls into the Level 1 EM&V category.36 Allegheny will evaluate software

tools referenced in the PA TRM and discuss options with the successful EM&V vendor.

3 All projects accepted must be completed by May 31, 2013. This assumes Plan will end May 31, 2013.
36 Reference Section 6.1.2. for details of Level 1 EM&V.
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A statistically valid sample of all participants, based on a 90% confidence level and a plus-
or-minus 5% margin of error, will be selected for a follow-up phone call to verify that they
received their energy efficiency kit and, including but not limited to, the number of and
location of CFLs installed.

Allegheny Power will audit 20% of each certified contractor’s projects in the first year and
5% per year thereafter for quality assurance. The Company expects that contractor training
programs would be modified to address any trends discovered through the audit process.

A statistically valid sample, based on a 90% confidence level and a plus-or-minus 5%
margin of error, will be selected annually for post-installation inspection. Inspections will
include a site visit to verify energy-efficient technical specifications and quantities

TRC analysis of the program will occur annually to determine the feasibility of continuing
the program; Allegheny Power will notify the Commission if it appears that changes are
warranted in this program.

The EM&V Plan will be adjusted to meet statewide Plan Evaluator Requirements and/or
per recommendation of the EM&V contractor to be hired.

Administrative requirements — include utility staffing levels

Allegheny Power will assign a program manager to oversee program implementation,
contract management, tracking and reporting, and program evaluation. It is estimated that
program management will require 0.5 FTE.

Estimated participation — includes tables indicating metric(s) with target value(s) per
year

Estimated Annual Participation

PROGRAM POTENTIAL PARTICIPATING PARTICIPATING
YEAR MEASURES CUSTOMERS MEASURES

2009 1,788,780 4,952 4,952

2010 1,794,099 66,956 66,956
2011 1,793,477 94,540 94,540
2012 1,785,333 94,756 94,756

Estimated program budget (total) by year — include table with budget per year
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Estimated Program Budget (Total) by Year

PROGRAM
YEAR

UTILITY

ADMINISTRATIVE MARREHNG

COSTS

COSTS

OUTSIDE
SERVICES

EVALUATION

COSTS

INCENTIVES

TOTAL

2009 $437,216 $500,000 $366,878 $38,775 $232,810 $1,575,679
2010 $245,552 $798,600 $1,108,312 $179,993 $1,499,620 $3,832,077
2011 $290,220 $832,308 $913,540 $165,685 $2,315,653 $4,517,406
2012 $293,911 $826,491 $921,171 $150,669 $2,297,993 $4,490,235
TOTAL $1,266,899 $2,957,399 $3,309,901 $535,122 $6,346,076 $14,415,397

Savings targets — include tables with total MWh and MW reduction goals per year
and cumulative & tables that document key assumptions of savings per measure or

b

PROGRAM
YEAR

ANNUAL
ENERGY
SAVINGS

(MWh)

SAVINGS

(MWh)

ANNUAL

Estimated Energy & Demand Savings Targets

PROGRAM
ENERGY

DEMAND
SAVINGS

(MW)

PROGRAM
DEMAND
SAVINGS

(MW)

2009 1,872 1,872 0.2 0.2
2010 23,370 25,243 2.5 2.7
2011 32,704 43,883 3.5 4.8
2012 29,950 59,685 3.1 6.4

Cost-effectiveness — include TRC for each program

Home Performance Program TRC result is 1.6
Refer to Table 7A for TRC for each program year

Other information deemed appropriate

In an effort to enable all customer classes to gain added benefits, Allegheny Power plans to
access and educate customers on the availability of incentives from available funding
sources including, but not limited, to Federal Tax Credits for Energy Efficiency under the
“Emergency Economic Stabilization Act of 2008” and/or Stimulus Funds under the
“American Recovery and Reinvestment Act of 2009” as appropriate, and as funding
becomes available.”’

37 Reference Additional Funding Table in Section 10.F.2.
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€.

RESIDENTIAL EFFICIENCY REWARDS RATE
Years during which program will be implemented
January 2011 through May 2013

Objective(s)

This rate offering encourages residential customers in Allegheny Power’s Pennsylvania
service territory to lower their electricity consumption.

Target market

The rate offering will target the approximately 618,000 residential customers in Allegheny
Power’s Pennsylvania service territory. Customers will be offered this rate offering in
conjunction with the installation of smart metering and the related infrastructure, with a
projected start date in first quarter 2011.

Program description

This rate offering encourages the reduction in energy consumption by providing bill credits
to customers based on the amount of reduction in their electricity consumption from
historical consumption levels. Coupled with the smart metering infrastructure,” customers
will have access to energy consumption and price information enabling them to control
their monthly energy consumption and electric bills. Studies show that customers become
more efficient by virtue of receiving direct feedback regarding their energy usage.

This rate offering will be offered to customers on a voluntary basis. If the customer
achieves the energy savings goal they will receive a bill credit based on the amount of their
reduction.

Implementation strategy (including expected changes that may occur in different
program years)

This rate offering requires the installation of a smart meter to collect the customer’s hourly
energy consumption. The addition of an in-home/in-facility display improves customer
communications regarding their energy consumption and billing, providing the customer
with direct feedback necessary for the customer to become more efficient. This rate
offering leverages the smart metering infrastructure in providing customers with timely
information to enable them to make wise energy choices.

Program issues and risks and risk management strategy

This rate offering is most effective when coupled with Smart Metering Infrastructure that
provides customers with real-time price signals and information about current and past
energy consumption. The rate offering is at risk if the Company does not receive timely
approval of its SMIP plan to be filed on or before August 14, 2009.

3 For additional detail and graphical depiction of SMIP, refer to Section 10.F.3.
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Achieving estimated participation rates is a program risk. The rate offering will be
reviewed monthly to determine if participation rates are not as high as anticipated. If
participation rates are lagging, the following steps will be evaluated:

o Modify marketing strategy;
o Modify incentives, subject to PUC approval; and
o Modify or eliminate program, subject to PUC approval.

Anticipated costs to participating customers

There are no customer costs to participate.

Ramp up strategy

The implementation timeline for this rate offering will align with the smart metering
infrastructure plan. See Program start date with key schedule milestones below for
rollout.

Marketing strategy

Marketing activities will target eligible customers to inform them of the rate offering, its
components, and the associated benefits primarily through bill inserts, direct mail, print
and radio advertising, and in-bound call center contact.

Eligible measures and incentive strategy, include tables for each year of program, as
appropriate showing financial incentives & rebate levels (e.g., $ per measure, $ per
MWh or MW saved)

The incentive to the customer will be by virtue of a bill credit, based on the customer’s
actual reduction in energy use.

Eligible Program Measures & Incentives

REBATE
MEASURE REBATE LEVEL
(S\) (%)
Based on Usage Reduction

Residential Efficiency Rewards

Program start date with key schedule milestones

2009

August — December Program development

2010

January — December Smart meter installations as per SMIP to be filed on or

before August 14, 2009
Rate tariff development and filing
Marketing plan development

2011

February Smart Meter System Operable
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Smart meter installations as per SMIP to be filed on or
before August 14, 2009

Marketing plan deployed

March — April Deploy thermostats

June — September Thermostats and DLC Operable

October — December Program review and adjustments
2011

Smart meter installations as per SMIP to be filed on or before August 14, 2009

2012
Smart meter installations as per SMIP to be filed on or before August 14, 2009

Assumed Evaluation, Measurement, and Verification (EM&V) requirements
required to document savings by third-party consultant

This program falls into the Level 2 EM&V category.”

It is expected that the smart metering infrastructure will provide the method for EM&V of
this rate.

TRC analysis of the program will occur annually to determine the feasibility of continuing
the program; Allegheny Power will file with the Commission for approval of program
modifications if it appears that changes are warranted in this program.

The EM&V Plan will be adjusted to meet statewide Plan Evaluator Requirements and/or
per recommendation of the EM&V contractor to be hired.

Administrative requirements — include utility staffing levels

Allegheny Power will assign a program manager to oversee program implementation,
contract management, tracking and reporting, and program evaluation. It is estimated that
program management of all demand response rate offerings will require 1.0 FTE.

3 Reference Section 6.1.2. for details of Level 2 EM&V.
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Estimated participation — includes tables indicating metric(s) with target value(s) per
40
year

Estimated Annual Participation

PROGRAM POTENTIAL PARTICIPATING PARTICIPATING

YEAR MEASURES CUSTOMERS MEASURES
2009 0 0 0
2010 35,438 276 276
2011 120,488 4,217 4,217
2012 205,538 14,388 14,388

Estimated program budget (total) by year — include table with budget per year*!

Estimated Program Budget (Total) by Year

UTILITY
PROGRAM ‘ MARKETING OUTSIDE EVALUATION .
YEAR ADMI?(I?;‘;{%ATIVE COSTS SERVICES COSTS INCENTIVES TOTAL

2009 $0 $0 $0 $0 $0 $0
2010 $72,676 $0 $0 $9,625 $0 $82,301
2011 $74,324 $0 $0 $10,500 $0 $84,824
2012 $76,010 $0 $0 $10,111 $0 $86,121
TOTAL $223,010 $0 $0 $30,236 $0 $253,246

Savings targets — include tables with total MWh and MW reduction goals per year
and cumulative & tables that document key assumptions of savings per measure or

A2

Estimated Energy & Demand Savings Targets

ANNUAL PROGRAM ANNUAL PROGRAM

PROGRAM ENERGY ENERGY DEMAND DEMAND
YEAR SAVINGS SAVINGS SAVINGS SAVINGS

(MWh) (MWh) (MW) (MW)

2009 0 0 0.0 0.0
2010 161 161 0.0 0.0
2011 2,462 2,462 0.3 0.3
2012 8,400 8,400 1.0 1.0

Cost-effectiveness — include TRC for each program year and cumulative

The cumulative TRC for this program is calculated to be 2.2.
Refer to Table 7A for TRC for each program year.

Other information deemed appropriate

% Table reflects the combination of Residential Efficiency Rewards and Pay Ahead Smart Service Programs.
* Table reflects the combination of Residential Efficiency Rewards and Pay Ahead Smart Service Programs.
2 Table reflects the combination of Residential Efficiency Rewards and Pay Ahead Smart Service Programs.
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f. PROGRAMMABLE CONTROLLABLE THERMOSTAT (PCT) PROGRAM
Years during which program will be implemented
January 2011 through May 2013

Objective(s)

This program encourages demand reduction in the residential, small commercial and
industrial and government/non-profit customer segment using programmable controlled
thermostat (PCT) technology to control central air conditioners.

Target market

This program targets all residential customers in Allegheny Power’s Pennsylvania service
territory whose residence has a central air conditioning system and/or a heat pump.
According to the Residential Appliance Saturation Survey that was completed by KEMA*
for Allegheny Power in 2006, the current saturation is 53% for central air conditioning
systems, and 2% for electric air-source heat pumps. This program will be offered to
customers upon installation of smart metering and the related infrastructure necessary to
effectuate control of the air conditioner during periods of peak system load.

Program description

A Programmable Controllable Thermostat coupled with smart metering infrastructure will
provide energy consumption and price information to the customer to enable them to
control their monthly energy consumption and electric bills. An automated demand
response will be accomplished by directly controlling the air conditioning system via the
thermostat in the residential home.** Participating customers will receive a professionally
installed Programmable Controllable Thermostat that will have the following capabilities:

. Pricing Signals
Customer will receive price signals and/or notices of peak-period events from
Allegheny Power.

. Programmable Set-Points to Reduce Energy Consumption
By using pre-programmed set-points, the customer can conserve energy. According to
the U.S. Department of Energy, an Energy Star programmable thermostat compared to a
non-programmable thermostat can reduce energy usage by as much as 16%.

Implementation strategy (including expected changes that may occur in different
program years)

This program requires the installation of a smart meter to collect the customer’s hourly
energy consumption. The addition of an in-home/in-facility display improves customer
communications regarding their energy consumption and billing. This program leverages

“ KEMA provides energy consulting in the fields of risk, performance and quality management. www.kema.com
* For additional detail and graphical depiction of SMIP, refer to Section 10.F.3.
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the smart metering and related infrastructure to allow the Company to control customer air
conditioner loads during periods of peak system loading.

Program issues and risks and risk management strategy

This program is most effective when coupled with Smart Metering Infrastructure that
provides customers with real-time price signals and information about current and past
energy consumption. The program is at risk if the Company does not receive timely
approval of the SMIP plan to be filed on or before August 14, 2009.

Achieving estimated participation rates is a program risk. The program will be reviewed
monthly to determine if participation rates are not as high as anticipated. If participation
rates are lagging, the following steps will be evaluated:

. Modify marketing strategy;
. Modify incentives; and
. Modify or eliminate program.

Anticipated costs to participating customers

There are no customer costs to participate.

Ramp up strategy

The implementation timeline for this program will align with the smart metering
infrastructure plan. See Program start date with key schedule milestones below for
rollout.

Marketing strategy

Marketing activities will target eligible customers to inform them of the program, its
components, and the associated benefits primarily through bill inserts, direct mail, print
and radio advertising, and in-bound call center contact.

Eligible measures and incentive strategy, include tables for each year of program, as
appropriate showing financial incentives & rebate levels (e.g., $ per measure, $ per
MWh or MW saved)

The incentive included in the table below is an annual credit that the customer will receive
for participating in this program. The customer can obtain additional savings through their
energy conservation initiatives that are supported and enabled by smart metering

L b b
HHITASUUCtUIcT,

Eligible Program Measures & Incentives
REBATE
MEASURE REBATE LEVEL
) (%)
$50 per year

Programmable Controllable Thermostat Demand Response Program
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Program start date with key schedule milestones

2009
August — December Program development
2010
January — December Smart meter installations as per SMIP to be filed on or
before August 14, 2009
Rate tariff development and filing
Marketing plan development
2011
February Smart Meter System Operable
Smart meter installations as per SMIP to be filed on or
before August 14, 2009
Marketing plan deployed
March — April Deploy thermostats
June — September Thermostats and DLC Operable
October — December Program review and adjustments
2011

Smart meter installations as per SMIP to be filed on or before August 14, 2009

2012
Smart meter installations as per SMIP to be filed on or before August 14, 2009

Assumed Evaluation, Measurement, and Verification (EM&YV) requirements
required to document savings by third-party consultant

This program falls into the Level 2 EM&V category.*

It is expected that the smart metering infrastructure will provide the method for EM&V of
this rate.

TRC analysis of the program will occur annually to determine the feasibility of continuing
the program; Allegheny Power will notify the Commission if it appears that changes are
warranted in this program.

The EM&V Plan will be adjusted to meet statewide Plan Evaluator Requirements and/or
per recommendation of the EM&V contractor to be hired.

4 Reference Section 6.1.2. for details of Level 2 EM&V.
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Administrative requirements — include utility staffing levels

Allegheny Power will assign a program manager to oversee program implementation,
contract management, tracking and reporting, and program evaluation. It is estimated that
program management will require 0.25 FTE.

Estimated participation — includes tables indicating metric(s) with target value(s) per
year

Estimated Annual Participation

PROGRAM POTENTIAL PARTICIPATING PARTICIPATING
YEAR MEASURES CUSTOMERS MEASURES

2009 0 0 0
2010 50,625 281 281
2011 172,125 4,303 4,303
2012 293,625 14,681 14,681

Estimated program budget (total) by year — include table with budget per year

Estimated Program Budget (Total) by Year

UTILITY
PROGRAM . MARKETING QUTSIDE EVALUATION s o
VEAR ADI\HES;F;};\TNE COSTS SERVICES COSTS INCENTIVES TOTAL

2009 $0 $0 $0 $0 $0 $0
2010 $145,119 $18,540 $0 $108,034 $14,063 $285,755
2011 $148,410 $19,096 $0 $106,022 $194,151 $467,680
2012 $151,777 $11,474 $0 $103,124 $662,399 $928,773
TOTAL $445,306 $49,110 $0 $317,180 $870,612 $1,682,208

Savings targets — include tables with total MWh and MW reduction goals per year
and cumulative & tables that document key assumptions of savings per measure or

P Estimated Energy & Demand Savings Targets

ANNUAL PROGRAM ANNUAL PROGRAM
PROGRAM ENERGY ENERGY DEMAND DEMAND
YEAR SAVINGS SAVINGS SAVINGS SAVINGS
(MWh) (MWh) (MW) (MW)

2009 0 0 0.0 0.0
2010 36 36 0.2 0.2
2011 558 558 2.8 2.8
2012 1,903 1,903 9.5 9.5

Cost-effectiveness — include TRC for each program year and cumulative

The cumulative TRC for this program is calculated to be 1.0
Refer to Table 7A for TRC for each program year.

Other information deemed appropriate
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g. PAY AHEAD (SMART) SERVICE RATE
Years during which program will be implemented
January 2011 through May 2013

Objective(s)

This rate offering will encourage greater awareness of energy consumption and energy
costs as well as enable residential, small commercial and industrial and governmental/non-
profit customers to better manage their electricity costs in the context of their overall
monthly expenses by paying ahead for electric service and receiving information relative to
their account balance and usage.

Target market

This rate offering will be targeted on a voluntary basis for residential customers with a
smart meter. It is felt that participants will primarily be those customers with a desire to
control their usage. Pay Ahead Smart Service may also deem to be good applications for
high energy consumption customers and for landlord accounts.

Program description

Participants will receive a monthly report <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>