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Now comes Intervenor, Citizens for Pennsylvania’s Future (“PennFuture™), by
counsel, Heather M. Langeland, and submits the following brief in the above captioned
proceeding.

INTRODUCTION

PECO Energy Company (“PECO”) has submitted its main brief in this matter
urging the Commission to lower its 2.9% consumption reduction target set forth in the
Implementation Order at Docket Nos. M-2012-2289411 and M-2008-2069887. It bases
this request on the premises that (1) there is no allocation of funds in the Implementation
Order for direct load control (“DLC”) programs; (2) PECO anticipates additional costs to
fund future demand response (“DR”) programs; and (3) the Pennsylvania Public Utility
Commission (“Commission”) overstated allowable spending. Each of PECO’s
arguments, as will be discussed below, is fundamentally flawed. Accordingly, PECO’s

request should be denied and the Implementation Order should be upheld in its entirety.



PECO IS PERMITTED TO USE ACT 129 FUNDS FOR DLC PROGRAMS

PECO initially argues for a lower consumption reduction target based on the
unfounded assertion that the Commission does not allow for electric distribution
companies (“EDCs”) to utilize Act 129 funds for DLC programs. It argues that the
Commission directs that EDCs must spend the full amount of funding on energy
efficiency measures. (PECO Main Brief at 6).

This argument is fundamentally flawed. The Commission’s Implementation
Order specifically states, “EDCs may continue under the Act 129 [Energy Efficiency and
Conservation](EE&C) Program, residential demand response curtailment measures, such
as direct load control programs, that will be cost effective if continued.” Implementation
Order at 42.

The EE&C Program for Phase II is defined as only containing consumption
reduction targets. Therefore, by allowing EDCs to continue DLC programs under the Act
129 EE&C Program, the Commission is permitting EDCs to spend their Phase II Act 129
EE&C budgets on DLC programs. For these reasons, the Phase II Act 129 budget,
including any unused Phase I budget, can be used for the DLC program. Importantly,
nowhere in the Implementation Order does the Commission state that Phase II
consumption reduction targets should be reduced to continue DLC programs.

Because PECO can use Act 129 funds for DLC programs, it should not be
permitted to reduce its Phase II consumption reduction target to accommodate the DLC
programs. PECO has a budget of $256,185,476 for Phase II. This budget can
accommodate both the continuation of the DLC program and achieving the 2.9%

consumption reduction target.



As noted in the direct testimony of Glenn Reed, submitted on behalf of
PennFuture, PECO’s consumption reduction target is conservative. This conclusion is
based on the combined effects of three factors: (1) the inflation of PECO’s Phase I
acquisition costs by 61% for Phase II, Reed Testimony at Answer to Question 26; (2) the
Statewide Evaluator’s (“SWE”) underestimation of Phase II consumption reduction
targets due to an overestimation of acquisition costs, id. at Answer to Question 27; and
(3) PECO’s ability to apply 83,000 megawatt-hours (“MWh”) of excess Phase I savings
towards its Phase II consumption reduction target. Cross-Examination of PECO witness
Frank Jiruska at p. 66 lines 16-19.

Given these three factors, and the ability of PECO to utilize Act 129 funding for
its DLC program, there is no need for PECO’s consumption reduction target to be
lowered. Indeed, Mr. Reed testified “PECO will be able to meet its Phase II consumption
reduction target of 2.9% and continue its existing [DLC] program in Phase II.” Reed
Testimony at Answer to Question 13. PECO’s argument to lower its consumption
reduction target is based on the mistaken premise that PECO is unable to use Act 129
funds for its DLC program. Accordingly, the Commission should not lower PECO’s

Phase II consumption reduction target.



PECO’S ANTICIPATED ADDITIONAL COSTS TO FUND FUTURE
DR PROGRAMS ARE COMPLETELY SPECULATIVE

Next, PECO argues that its consumption reduction target should be lowered based
on anticipated additional costs to fund future DR programs. (PECO Main Brief at 12)
This argument, however, is based on nothing more than speculation. PECO cannot
determine its required set-aside for DR programs because the Commission has not yet
ruled on the peak demand savings goals for Phase III. Indeed, the Commission has not
ruled on whether the goals will be based on the 100 hours of greatest demand or an
alternative reduction. Accordingly, PECO’s budget in this regard is nothing but
speculation.

PECO acknowledges the multiple uncertainties surrounding its future DR
programs. In its Main Brief PECO states, “the Commission has not yet authorized EDCs
to incur any costs related to future energy efficiency measures, let alone DR programs
that will be implemented beyond the Phase II period. Indeed, the Commission is still
conducting its Act 129 evaluation of Phase I DR programs.” (PECO Main Brief at 13,
14). Because the costs of PECO’s future DR programs are unknown, they provide no

basis for the Commission to lower PECO’s consumption reduction target.

THE COMMISSION DID NOT OVERSTATE ALLOWABLE SPENDING
Finally, PECO argues that its consumption reduction target should be lowered

based on the Commission’s overstatement of allowable spending. Under 66 Pa. C.S.
§2806.1(g), the Commission has discretion to set an EDC’s budget. The Commission

simply exercised its discretion. The Commission decided that the benefits of Act 129 to



ratepayers outweigh the costs, and that funding energy efficiency programs to the
maximum extent possible is in the ratepayers’ best interests.

The critical fact is that Act 129 programs have passed the Commission’s Total
Resource Cost (“TRC”) test. This indictates that “the program is beneficial to the utility
and its ratepayers” and that the benefits outweigh the costs. Energy efficiency is the least
cost resource to meet Pennsylvania’s electricity demand and creates numerous benefits to
electric customers.

Any reduction in PECO’s Phase II Act 129 budget is not in the best interests of
electric customers. Limiting Act 129 funding would reduce program budgets and
participation levels would decrease. As a result, fewer Pennsylvania businesses and
residences would be able to participate in energy efficiency programs.

PennFuture will not belabor the arguments with respect to use of 2006 data to
determine budgets, and use of amounts collected by EDCs as a billing agent for electric
generation suppliers (“EGS”) in its definition of “total annual revenue.” Use of 2006
data is statutorily mandated. 66 Pa. C.S. §2806.1(g). Moreover, the Commission has
already defined “total annual revenue” to include amounts collected as a billing agent.
There is no reason for the Commission to reinterpret a term it already has construed.
Indeed, to do so would simply create confusion and uncertainty. As such, the
Commission acted well within its discretion in determining the amount of allowable

spending. PECO has not offered any reason to support a contrary determination.



CONCLUSION
For all the foregoing reasons, PennFuture respectfully requests that PECO’s
request for reduction of its Phase II consumption reduction target be denied, and that the

Implementation Order be upheld in its entirety.

Respectfully Submitted,

L TN i

Heather M. Langeland

Pa. Bar I.D. #207387

Citizens for Pennsylvania’s Future
425 Sixth Avenue, Suite 2770
Pittsburgh, PA 15219
412-258-6684
Langeland@pennfuture.org




BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Petition of PECO for an )
Evidentiary Hearing on the Energy )
Efficiency Benchmarks Established for the )
Period of June 1, 2012 through May 31, 2016 )

Docket No. P-2012-2320334

CERTIFICATE OF SERVICE

I hereby certify that I have this 30th day of October, 2012 served a true and
accurate copy of PennFuture’s REPLY BRIEF OF CITIZENS FOR
PENNSYLVANIA’S FUTURE upon the parties listed below via electronic service, and
further certify that a hard copy was deposited in the United State mail, postage prepaid,
and addressed to:

Administrative Law Judge Elizabeth H. Barnes
Office of Administrative Law Judge
Pennsylvania Public Utility Commission
Commonwealth Keystone Building

400 North Street, 2™ Floor, L-M West
Harrisburg, PA 17120

Anthony E. Gay

Jack R. Garfinkle

PECO Energy Company
2301 Market Street

P.O. Box 8699
Philadelphia, PA 19101

Thomas P. Gadsden

Kenneth M. Kulak

Anthony C. DeCusatis

Brooke E. Leach

Morgan Lewis & Bockius LLP
1701 Market Street
Philadelphia, PA 19103

Shaun A. Sparks

Krystle J. Sacavage

Pennsylvania Public Utility Commission
Bureau of Investigation & Enforcement

Commonwealth Keystone Building
400 North Street, 2™ Floor West



Harrisburg, PA 17120

Kriss Brown

Pennsylvania Public Utility Commission
Law Bureau

400 North Street, 2" Floor West

P.O. Box 3265

Harrisburg, PA 17105

Charis Mincavage

Adeolu A. Bakare

McNees Wallace & Nurick LLC
100 Pine Street

Harrisburg, PA 17108

Jeffrey J. Norton

Carl R. Shultz

Eckert Seamans Cherin & Mellott, LLC
213 Market Street, 8" Floor
Harrisburg, PA 17101

Jennedy Johnson

Aron J. Beatty

Office of Consumer Advocate
555 Walnut Street

5" Floor, Forum Place
Harrisburg, PA 17101

Joseph L. Vullo

Burke Vullo Reilly & Roberts
1460 Wyoming Avenue
Forty Fort, PA 18704

Harry S. Geller

Patrick M. Cicero

Pennsylvania Utility Law Project
118 Locust Street

Harrisburg, PA 17101

Joseph Otis Minott
Clean Air Council

135 S. 19" Street

Suite 300

Philadelphia, PA 19103



Zachary M. Fabish
Sierra Club

50 F Street, N.W.

8™ Floor

Washington, DC 20001

Alan Michael Seltzer
Buchanan Ingersoll Rooney PC
409 North Second Street

Suite 500

Harrisburg, PA 17101

ot npitind

Heather M. Langeland




