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Introduction 

 Chairman Cawley, Vice Chairman Christy, and members of the Commission, thank you 

for holding this important hearing, and thank you for permitting me to testify here today.  First, I 

would like to echo the comments made by Chairman Cawley at the Commission’s Public 

Meeting of October 9, 2008, immediately after the passage of House Bill 2200 by the General 

Assembly.  As Chairman Cawley stated: “What a momentous day for Pennsylvania!  Thanks to 

the Governor and the Legislature, demand-side resources will now be a true part of 

Pennsylvania’s energy future.” 

 I could not agree more.  While we have talked about the benefits of conservation, energy 

efficiency, and other demand-side resources for as many years as I have been appearing before 

this Commission, House Bill 2200 – now Act 129 – represents by far the clearest statement of 

Pennsylvania law that our electric utilities must include these programs as part of a portfolio of 

resources to provide service to their customers at the least cost and with the least negative impact 

on the environment.   

 The Declarations of Policy in Act 129 are particularly instructive as the Commission 

embarks on the vital and difficult task of implementing all the provisions of the Act in a cost-

effective and coordinated manner.  The General Assembly specifically recognized the following: 

(1)   The health, safety and prosperity of all citizens of this 
Commonwealth are inherently dependent upon the availability of 
adequate, reliable, affordable, efficient and environmentally 
sustainable electric service at the least cost, taking into account any 
benefits of price stability, over time and the impact on the 
environment. 
 
(2)   It is in the public interest to adopt energy efficiency and 
conservation measures and to implement energy procurement 
requirements designed to ensure that electricity obtained reduces 
the possibility of electric price instability, promotes economic 
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growth and ensures affordable and available electric service to all 
residents. 

 
Act 129 (Declaration of Policy).  It is clear from the Declaration of Policy, and the provisions of 

Act 129, that the General Assembly intends for Pennsylvania’s electric distribution companies to 

provide least cost service to their customers through a combination of supply-side and demand-

side resources.  It is no longer permissible for Pennsylvania electric utilities to accept their load 

demands as a given, and then serve those loads by acquiring generation at “prevailing market 

prices.”  Rather, the electric utilities must now take affirmative steps to reduce and shape their 

loads for the benefit of all customers, and to provide needed generation to their non-shopping 

customers at the least cost over time through a prudent mix of long-term, short-term and spot 

market purchases. 

 The current docket was opened long before the General Assembly passed Act 129, and 

many questions that were initially proposed for consideration at this Hearing have been 

answered, at least in part, by the passage of that law.  Our utilities, for example, now have an 

explicit set of energy efficiency and peak demand reduction goals that they must meet by a date 

certain.  An overall framework for Commission consideration of the utility plans to meet those 

goals has also been established by the legislation.  Needless to say, however, many important 

procedural and substantive determinations are still left to the Commission, and the utilities 

themselves also have a significant degree of discretion in determining how best to meet those 

goals for the benefit of their customers. 

 Most importantly, and most urgently, this Commission is required by Section 2806.1(A) 

of Act 129 to “adopt an energy efficiency and conservation program” that must then be 

implemented by each of the major electric distribution companies in the Commonwealth.  The 

Commission must adopt this Program by January 15, 2009. 
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 The Office of Consumer Advocate (OCA) already has filed with the Commission, on 

November 3, 2008, a set of detailed Comments in response to a Secretarial Letter that requested 

guidance from all interested parties on a number of critical procedural and technical issues 

arising under Section 2806.1 of the new law.  In addition, attached to this testimony is a set of 

brief OCA responses to the questions submitted in this docket by the Commission’s Bureau of 

Conservation, Economics and Energy Planning (CEEP), recognizing that many of those 

questions are directed primarily to the electric distribution companies that will be required to 

implement the programs under this section of the law. 

 In the remainder of this testimony, I will identify and discuss certain major policy issues 

that I believe the Commission must address in the January 15, 2009 Program that will establish 

the framework under which the utilities themselves must develop their own conservation, energy 

efficiency and demand response plans.  This discussion is not at all intended to be 

comprehensive, but rather is designed to identify certain issues on which Commission guidance 

would be particularly helpful at this stage of the proceedings.  As previously noted, the OCA 

already has filed more detailed Comments on November 3, 2008, in response to the 

Commission’s Secretarial Letter, and the OCA intends to participate fully (and hopefully, 

constructively) in the Act 129 Working Group that is expected to begin to meet in the next 

month.   

 Let me state at the outset, however, that I do not view this as an adversarial process, but 

rather as a cooperative process in which the OCA looks forward to working with the 

Commission, electric distribution companies, conservation service providers, community based 

organizations, and other interested stakeholders in developing and implementing conservation, 

energy efficiency, and demand response measures that will provide the greatest benefit to  
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Pennsylvania electricity consumers and to the economic well-being of the Commonwealth as a 

whole.   

The Commission Should Establish a Workable Process to Permit Timely Consideration of 
the Commission’s January 15, 2009 Program and the Individual Utilities’ July 1, 2009 
Plans. 
 
 There is no question that the Commission faces a daunting task under Section 2806.1(A) 

of Act 129 to adopt by January 15, 2009, an energy efficiency and conservation Program that 

explicitly addresses 11 criteria ranging from procedures and evaluation to competitive bidding 

and cost recovery.  As noted above, the Commission has already issued a Secretarial Letter and 

has begun to assemble comments from interested stakeholders – including the OCA -- in order to 

address these criteria.  

 In its November 3 Comments in response to the Secretarial Letter, the OCA noted that 

the Commission has been assigned another major time-urgent task under this legislation.  That is 

the requirement under Section 2806.1(C) to develop load forecasts for each utility for the one-

year period from June 1, 2009 through May 31, 2010.  This task is critical because, as discussed 

further below, it is against these “base year” forecasts that the success or failure of each utility’s 

usage reduction plans will be measured.  While these forecasts themselves are not required to be 

included in the January 15, 2009 Program, the OCA submits that, as a practical matter, the 

forecasts must be completed and provided to the utilities, prior to the submission by the utilities 

of their July 1, 2009 Plans.  Without those base year forecasts, it is not clear how the utilities can 

ensure that the energy efficiency and conservation measures contained in their Plans will meet 

the statutory requirements. 

 Given the complexity and the difficulty of the task of preparing load forecasts for all of 

our major utilities in such a compressed time frame, the OCA suggested in its November 3 
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Comments that the Commission may wish to retain the services of an outside expert consultant 

to assist the Commission and Commission Staff in this effort.  The OCA would note in this 

regard that the General Assembly has specifically provided in Section 2806.1(H) that the costs 

incurred by the Commission in implementing the Act are to be recovered from the electric 

distribution companies. In this area in particular, the Commission should consider retaining an 

independent outside expert to assist the Commission and its Staff in timely developing the load 

forecast for each electric distribution company, and the Commission should recover these costs 

from the Companies.  

 Once the Commission adopts its Program, and commences work on its load forecasts, 

each utility will have until July 1, 2009, to submit its own Plan in accordance with Section 

2806.1(B).  The Commission then has 120 days to approve or disapprove each utility’s Plan, 

after public hearings and the receipt of recommendations from the Office of Consumer 

Advocate, the Office of Small Business Advocate, and other members of the public.  Act 129, 

Section 2806.1(E). 

 In light of these short time frames, the OCA submits that the utilities should work 

cooperatively with the statutory advocates, conservation service providers, community based 

organizations, and other interested parties in the initial development of the utility-specific plans.  

After the Plans are filed on July 1, 2009, there will be little time for any meaningful discovery by 

the OCA and other parties who will seek to comment on the Plan.  Rather than create a wholly 

adversarial procedure in which parties must essentially litigate all their differences and obtain 

Commission rulings on a broad array of issues for multiple utilities within a 120-day timeframe, 

the OCA submits that the public interest would be better served if the utilities obtain input from 

interested parties throughout the planning process, rather than solely at the end of the process.  
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The OCA acknowledges that the statutory requirements of the legislation ultimately fall on the 

electric distribution companies and that those companies bear the final responsibility for the 

contents of their Plans.  Nevertheless, the OCA submits that it is much more likely that the 

abbreviated process envisioned in the Act can be accomplished in a reasonable manner if 

interested parties have an opportunity to provide input into the development of the Plan before it 

is filed rather than simply be presented with a virtual fait accompli when the Plans are filed on 

July 1, 2009.   

 Finally, in this regard, the OCA has urged the Commission in its November 3 Comments 

to make it clear at the outset that any computer models or calculations that are relied upon by the 

utilities in developing their plans must be made available to the Commission Staff, the OCA, and 

other parties on a “live” basis, subject to appropriate proprietary protections.  There is simply not 

enough time for every party to develop their own models or to recalculate every estimate utilized 

by the utilities in developing their comprehensive plans.  The OCA is certainly willing to accept 

reasonable confidentiality restrictions on the use of any proprietary models, but parties should 

not be forced to accept the results produced by such models on faith, or be required to guess the 

basis on which the utilities’ calculations have been made. 

 The OCA has submitted a proposed timeline for the cooperative process envisioned here 

at pages 13-14 of its Comments filed on November 3, 2008.  Again, the OCA looks forward to 

working with the Commission, the electric distribution companies, and all interested parties in 

seeking to ensure the successful implementation of these provisions of Act 129. 
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The Commission Should Clarify the Manner In Which the Energy Usage Reduction Goals 
of Act 129 Will Be Measured. 
 
 Section 2806.1 (C) (1) states that: “By May 31, 2011, total annual weather-normalized 

consumption of the retail customers of each electric distribution company shall be reduced by a 

minimum of 1%.”  The provision goes on to state that this “1% load reduction shall be measured 

against the electric distribution company’s expected load as forecasted by the Commission for 

June 1, 2009, through May 31, 2010, with provisions made for weather adjustments and 

extraordinary loads that the electric distribution company must serve.”  Section 2806 (C)(2) 

contains the same general requirements, but states that, by May 31, 2013, the electric distribution 

company’s annual weather-normalized consumption “shall be reduced by a minimum of 3%.” 

 Based on the OCA’s review of the Comments filed by various parties on November 3, 

2008, it appears that this provision has been interpreted in two different ways that can produce 

two very different results.  Under one interpretation, a utility would comply with the first 

provision noted above if its Plan produces energy savings in the year ending May 31, 2011, that 

are equal to at least 1% of the energy load forecast by the Commission for the year ending May 

31, 2010; and the utility would meet the second provision if the Plan produces energy savings in 

the year ending May 31, 2013, that are equal to at least 3% of the energy load in the base year 

forecast.  In other words, even if a utility’s weather-normalized load increases from year to year 

due to load growth, the utility would still comply with the law as long as it implements energy 

efficiency and conservation measures that provide energy savings equal to 1% of the base year 

load in 2011 and 3% of the base year load in 2013. 

 An alternative interpretation of the Act is that these provisions require absolute 

reductions in energy usage below the base year forecast. Under that interpretation, the Act 

requires an overall reduction in weather-normalized energy consumption for each company’s 
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customers of 1% in the year ending May 31, 2011 and 3% in the year ending May 31, 2013, as 

compared to the weather-normalized usage that is forecast by the Commission for the year 

ending May 31, 2010.  The only exception to this requirement would be for “extraordinary 

loads” that might arise during the applicable period.  Under this interpretation of Act 129, a 

utility’s energy efficiency and conservation programs will therefore be required to offset any 

load growth that might occur under a “business as usual” scenario AND reduce annual energy 

usage by 1% below the 2009-2010 base year levels by May 31, 2011 and by 3% by May 31, 

2013.   

 These differing interpretations produce dramatically different results in terms of the 

scope of the load reductions that the utilities would be called upon to meet.  Given the 

importance of this decision, the OCA would urge the Commission to resolve this issue as soon as 

possible, and no later than its January 15, 2009, Program Order.  Once the Commission sets forth 

its interpretation of this fundamental question, the electric distribution utilities will be in a 

position to develop the programs needed to meet the appropriate goal. 

 
The Commission Must Also Clarify How It Intends to Measure Peak Load Reductions 
Under the Act. 
 
 In addition to the energy reductions set forth in Section 2806.1(C), Act 129 also contains 

an explicit requirement for an even greater percentage reduction in peak demand.   Specifically, 

Section 2806.1(D) states that “By May 31, 2013, the weather-normalized demand of the retail 

customers of each electric distribution company shall be reduced by a minimum of 4.5% of 

annual system peak demand in the 100 hours of highest demand.”  With respect to peak load 

reductions, this provision states that the reduction “shall be measured against the electric 

distribution company’s peak demand for June 1, 2007, through May 31, 2008.” 
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 This provision also raises certain questions.  First, while we can now determine the 

highest 100 hours of peak demand for each utility in the June 2007-May 2008 period, it is 

virtually certain that these 100 hours will not be the same hours in which peak demands will 

occur during the year ending May 31, 2013.  Rather than try to track peak loads in individual 

hours, the OCA submits that the most reasonable way to implement this provision is to calculate 

the average demands of each utility for the highest 100 peak hours in the base year. 

 Again, however, the question arises in this provision whether the General Assembly is 

requiring an absolute reduction in peak demand from historic levels, or rather a 4.5% reduction 

from 2013 peak demands that includes normal load growth.  In other words, does the Act  

require the utility to implement programs that will both offset any projected peak load growth 

during this period and reduce peak load below existing levels by at least 4.5%.  The OCA urges 

the Commission to set forth its interpretation of this provision no later than its January 15 Order 

establishing the overall energy efficiency and demand response program.    

 
The Commission Should State Whether Penalties For Failure To Meet The Energy and 
Demand Reductions Are Mandatory. 
 
 Section 2806.1(F)(2)(i) states that an electric distribution company “shall be subject to a 

civil penalty not less than $1,000,000 and not to exceed $20,000,000 for failure to achieve the 

required reductions” under Subsections C and D of the Act.  These penalties may not be 

recovered from ratepayers. Id. In addition, Section 2806.1(F)(2)(ii) states that if the electric 

distribution company fails to achieve the required reductions, “responsibility to achieve the 

reductions shall be transferred to the Commission.” 
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 While it is the sincere hope of the OCA that these penalty provisions never come in to 

play, the OCA submits that these penalties are mandatory in the event that the requirements of 

the Act are not met.  That is, the Act uses the word “shall” rather than “may”, when it refers to 

these penalties. 

 The OCA would quickly note, however, that there is a substantial difference between the 

minimum and maximum monetary penalties under the Act and that the Commission therefore 

has great discretion as to the scope of any penalty.  In determining the level of the penalty 

required under the Act, the Commission may consider the extent to which the Company exerted 

the utmost good faith effort to meet the goals of the Act and the extent to which the failure to 

achieve the goals were a result of events or actions that were wholly beyond the utility’s control.   

 It should be noted that the penalty provisions of this section of the Act are not ongoing, or 

daily, or even annual penalties.  They are one-time penalties for each of the three mandated load 

reduction targets – the energy reduction requirements in 2011 and 2013, and the peak load 

reduction requirement in 2013.  The total penalties for failing to meet all three of these 

provisions therefore could be as low as $3 million.  If those penalties are incurred, as noted 

above, further responsibility for implementing the program is shifted to the Commission. 

 Again, the OCA certainly hopes that the Commission never has to reach this issue, as the 

benefits of a successful load reduction program to consumers and to the Commonwealth far 

exceed any benefit that would be produced by the imposition of these fines.  The OCA looks 

forward to working with the Commission and the utilities to seek to ensure that the Commission 

Program and individual utility Plans are successful in meeting the goals of Act 129. 
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Answers to CEEP Questions 

 The OCA answers to the specific questions presented by CEEP are attached to this 

testimony as Appendix A. 

 

Conclusion 

 I would again like to thank the Commission for permitting me to testify at this hearing.  I 

have only touched on a few of the myriad of issues that the Commission will have to address 

over the next year, but the OCA stands ready to work with the Commission, the utilities and all 

parties to seek to ensure that the promises of consumer benefits contained in these provisions of 

Act 129 become a reality. 
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1. Conservation Service Providers   
 

a. Should the EDCs collaborate/coordinate on contracting with conservation service 
providers? 

 
OCA Response:  Yes.  To the extent that EDCs are able to gain efficiencies through the 
implementation of common programs or through the state-wide deployment of certain programs, 
the EDCs should collaborate and coordinate on these programs and on contracting with 
conservation service providers.   

 
 
b. Are there enough common programs for the conservation service providers to 

provide effective measures across Pennsylvania? 
 

OCA Response:  At this time, until a portfolio of measures is developed, it is not possible to 
determine whether there are enough programs that would be cost-effective across multiple 
service territories or across the Commonwealth.  Some programs, however, such as existing 
Energy Star programs, would seem to be cost-effective for all utilities and would lend 
themselves to more of a state-wide roll-out. 

 
 
c. Does the provision providing for competitive bidding for all contracts with CSPs 

require the utility to competitively bid all energy efficiency and conservation 
services?  If not, what energy efficiency and demand services should not be 
competitively bid? 

 
OCA Response:  The OCA’s reading of Section 2806.1(B)(i)(e) of Act 129 is that an EDC can 
bid out the implementation of some or all of its Plan to a CSP.  In other words, the EDC can 
provide some of the energy efficiency and conservation services through its own workforce or 
could have CSPs provide some or all of these services.  The portions of the plan to be provided 
by a CSP must be competitively bid by the EDC with CSPs competing to implement that portion 
of the plan.    

 
 
 
 
 
 



HB 2200 EN BANC HEARING 
November 19, 2008 

Docket No. M-00061984 
 

Responses of the  
Office of Consumer Advocate to 

CEEP’S QUESTIONS 
 
 

Appendix Page 2 

d. Under definitions, a CSP is an unaffiliated entity providing information and 
technical assistance.  Under 2806.1 (A), however, a CSP is said to provide 
conservation services.  How should this Commission interpret this apparent 
inconsistency? 

 
OCA Response:  The OCA believes that “technical assistance” must be read in its broadest 
terms to encompass the provision of conservation services.   
 
 

e. Under 2806.2, the Commission must establish a registry of approved CSPs. What 
basic business elements (better business bureau rating, bonding, for example) 
should be required to be registered? 

 
OCA Response:  There are many business elements that the Commission should consider, 
including those listed as an example by the Commission. The one item that the OCA would 
identify is that the Commission should ensure that the CSPs employ business practices that are 
necessary to ensure the safety of the residents and their homes when the CSP is performing work 
on the premises.    
 
 

f. What experience and qualifications should be required of registered CSPs? 
 

OCA Response:  See response to question 1.e.  The OCA suggests that the Commission ensure 
that Community Based Organizations (CBOs) that are providing weatherization and other 
services to low income customers are able to meet any qualification requirements so that these 
trained workforces can assist in delivering energy efficiency measures in the Commonwealth. 
 
2. Measurement of Meeting Statutory Requirements:  
 
Preliminary Comment:  The OCA submits that many of the answers to the questions posed in 
this section will depend upon the Commission’s interpretation of the statutory mandate for 
energy usage and peak load reductions.  Two methods have been identified as possible means of 
measuring compliance with the statutory required reductions.  One method has been termed the 
“reduction method” and the other method has been termed the “savings method.”  The reduction 
method would compare the baseline load and usage to the compliance year load and usage to 
determine if the statutory reduction has been achieved.  This method would require the EDC to 
eliminate all load growth (except for extraordinary loads) between the base year and compliance 
year, as well as further reduce usage and peak load by the statutory mandate. 
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 The savings method would use the baseline year to establish a fixed amount of usage 
savings and peak load reductions that must be achieved.  In the compliance year, the savings and 
reductions from the measures within the EDC’s Plan would be verified to determine if these 
usage savings and peak load reduction levels have been met.  Under this method, an EDCs load 
could experience overall net load growth since the reduction amounts would be fixed. 
 
 The method decided upon by the Commission determines how the questions in this 
section would be answered.  The OCA attempts to provide a response for each method. 
 

a. How would the addition of new load in an EDC territory (i.e. RCI new 
development/construction) be measured, and at what point do these additions 
meet the “extraordinary load” exceptions? 

 
OCA Response:   
 
 Reduction method:  The addition of new load in an EDC territory, as well as the loss of 
large loads in the EDC territory, would be addressed under the extraordinary load exception and 
removed from the baseline period and the compliance period.  The OCA has not identified a 
specific level of load that would qualify as extraordinary. 
 
 Savings method:  The addition of new load, if extraordinary, would not be included in the 
base year load forecast or peak load calculation.  No further adjustments are needed since this 
method would not recognize load growth or load loss in the compliance period. 

 
 
b. How would one distinguish between reductions in consumption as a result of 

customer participation in technology programs in an EDC territory, implemented 
as part of an EDC’s Energy Efficiency and Conservation Plan, as opposed to 
unrelated and independent consumer actions (i.e. manually adjust thermostat 
heat/cooling settings, turn lights off, etc.)? 

 
OCA Response:   
 
 Reduction method:  The absolute reduction from all consumer actions would be captured 
under this method, meaning that there is no need to distinguish one from the other.  
Distinguishing the reductions or limiting the reductions may fail to capture the consumer 
education components or awareness components that will result from these initiatives. 
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 Savings method:  Each individual measure within the EDCs plan will need to have its 
savings measured and verified so that the sum of the savings can be determined for compliance 
purposes.  Since only individual measures are used for compliance purposes, there is no need to 
distinguish between reductions from participation in the plan and reductions from consumer 
actions.   

 
c. How will economic activity within Pennsylvania and an EDC’s service territory 

be considered when measuring the performance of EE/DR programs?  For 
example, an EDC’s territory that is experiencing a recession may meet their goals 
from decreased economic activity from plant closures, business failures and 
worker migration out of the service territory. 

 
OCA Response:  
 
 Reduction method:  The Commission will need to adjust the load forecast in both the 
base year and compliance year to address economic activity and recessions.  This could be 
accomplished as part of the extraordinary loads exception since both increases and decreases in 
load would be considered. 

 
 Savings method:   The Commission will need to consider economic activity when 
developing the load forecast that is to serve as the baseline for determining the consumption 
reductions.  For the peak load reductions, the base year has already passed and there would be no 
need to further address economic activity.   
 
3. Evaluation: 
 

a. Should the Commission establish a standardized total resource cost manual to 
evaluate projects?  If so, is there a state or utility this Commission should use as a 
starting point for discussions? 

 
OCA Response:  Yes.  The OCA recommends that the Commission standardize the total 
resource cost test so that the test is applied uniformly across the Commonwealth.  As set forth in 
the OCA’s Comments of November 3, 2008 at Docket No. M-2008-2069887, there are several 
states that have set forth the total resource cost test in regulations or manuals.  The California 
Standard Practice Manual provides one example.  See, e.g., California Practice Manual, Chapter 
4 at http://www.state.ar.us/psc/EEInfo/CA_Stndrd_Prac_Man.pdf 
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b. What other cost benefit tests should the Commission use to achieve reduction in 
consumption requirements pursuant to Section 2806.1(C)(3). 

 
OCA Response:  For programs to achieve the statutory reductions, Act 129 requires the use of 
the total resource cost test.  For the additional reductions that the Commission can consider under 
Section 2806.1(C)(3), the Act calls for the total resource cost test or a cost-benefit analysis 
determined by the Commission.  At this time, the OCA would not suggest using a test other than 
the total resource cost test to address any incremental reductions that the Commission may 
require.  
 

c. Act 129 requires utilities to file a plan to assure quality assurance [includes 
evaluation, measurement and verification by independent parties to ensure quality 
of completed measures], and further requires an annual independent evaluation 
of cost effectiveness of the Plan.  Given the exposure to penalties by EDCs for 
potential non-compliance on meeting statutory energy efficiency and conservation 
goals, what approaches are appropriate to ensure that such independent, third 
parties are free of coercion from the EDCs they evaluate? 

 
OCA Response:  If the Commission is concerned that the independent third party evaluation be 
free of any influence, the Commission could use a process similar to the independent 
Management Efficiency Audits.  It is the OCA’s understanding that the auditors are selected by 
the Commission and paid by the utility.  The Auditors report to, and are supervised by, the 
Commission’s Bureau of Audits.  A similar process, assigned to the appropriate Commission 
Bureau could be used for the annual independent evaluation of the EDC Plan.   
 
4. Cost Recovery: 
 

a. What are the appropriate time frames to expense or amortize energy efficiency 
and demand response expenditures? 

 
OCA Response:  The time frame to expense or amortize expenditures will depend on the type of 
expenditure that is at issue.  Expenditures that are capital in nature should be recovered over the 
life of the measure.  Annual expense items may be more appropriately recovered as they are 
incurred, or if significant, amortized over the life of a particular plan. 
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b. How should this Commission ensure recovery of only “prudent and reasonable” 
costs?  Is this established at the time of plan approval? Is it established only after 
quality assurance and performance is measured, verified, and evaluated, or is it 
established during the annual independent analysis? 

 
OCA Response:  As set forth in the OCA’s Comments of November 3, 2008 at Docket No. 
M-2008-2069887, the Commission will need to establish a process to review the actual costs 
claimed by each EDC as part of the cost recovery mechanism.  Quality assurance will be an 
important component of the determination of whether expenditures were prudent and reasonable 
as well as whether the EDC has implemented the Plan as approved by the Commission.  It is not 
the OCA’s position that the failure of an energy efficiency or demand response measure to 
provide the projected level of reductions or savings is per se imprudent or unreasonable.   
 

c. If services are not competitively bid, how will this commission determine such 
costs are reasonable and prudent? 

 
OCA Response:  The Commission often reviews utility expenses that are not the result of 
competitive bidding but are performed by utility employees.  The standards by which the 
Commission considers these expenses would be the same.  Additionally, since each Plan requires 
a cost/benefit analysis using the total resource cost test, the Commission will have an estimate of 
the cost of each measure as the EDC begins implementation.  Deviations from the estimated 
costs will need to be supported and justified by the EDC.   The OCA would also note that with 
many states implementing energy efficiency and demand response programs, some parameters as 
to the reasonable costs of the implementation of various measures may be available from other 
states’ experiences.  
 
5. Program Design 
 

a. How should the statutory requirement be interpreted and implemented that 
requires energy efficiency and conservation measures be equitably provided to all 
classes of customers? 
 

OCA Response:  As the OCA discussed in its Comments of November 3, 2008 at Docket No. 
M-2008-2069887, the Commission should direct each EDC to conduct a Technical Potential 
Study within its service territory to determine both the technical and achievable energy 
efficiency and conservation measures for each class and the system.  This Technical Potential 
Study will form the basis of a determination regarding the equitable provisions of measures to all 
classes.  It is important to note that the measures for each class will not be identical nor is it 
likely that the savings obtained from each class will be identical.  But, the Commission should 
seek to ensure that cost-effective measures for each class are maximized. 



HB 2200 EN BANC HEARING 
November 19, 2008 

Docket No. M-00061984 
 

Responses of the  
Office of Consumer Advocate to 

CEEP’S QUESTIONS 
 
 

Appendix Page 7 

b. Should all EDCs be required to implement the same type of EE/DR programs?  Is 
it likely that programs will be equally cost effective in every EDC territory? 

 
OCA Response:  The OCA would not support requiring each EDC to implement the same type 
of program.  Different service territories may have different characteristics that would impact the 
cost-effectiveness of various measures.  Additionally, such a requirement may reduce the 
innovation and creativity that will be necessary under the Act.  The OCA submits, though, that 
the Commission may wish to develop a suggested list of potential measures for each customer 
class that have proven widely successful in other states.  While not a requirement, such a list of 
successful measures could assist in the EDC’s planning process and in ensuring that a wide 
variety of measures are considered. 

c. Which programs are more cost effective if implemented on a statewide basis? 
 
OCA Response:  The OCA has not undertaken any analysis at this point to identify measures 
that would be cost effective on a statewide basis.   
 
6. Reporting Requirements 
 

a. What additional information should the Commission require the EDCs to report 
under Section (I)(1)(IV)? 

 
OCA Response:  The OCA has not identified any specific reporting requirements at this time. 
 
7. The EDCs already have some DSR Programs available to various customer classes.  

They have developed these programs voluntarily without any mandates* 
 

a. Please provide a brief overview of current EDCs’ DSR programs. 
b. What has been your experience with customer interest and participation levels in 

current programs? 
c. What level of weather-normalized peak load and demand consumption reductions 

have been achieved under the current programs? 
d. What types of new programs or changes to existing programs, if any, would be 

needed to achieve the targets contained in Act 129? 
e. What is the projected level of customer interest or savings in these new 

programs? 
f. Please provide references to any market research pertaining to specific EDC 

programs in Pa. 
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 Examples of existing EDC DSR Programs (2007): 
 

a. Duquesne, First energy, PECO, PPL and UGI have load reduction programs 
requiring use of an interval meter for Commercial & Industrial customers. 

b. Duquesne and FirstEnergy have load control programs for residential and small 
C&I customers. 

c. FirstEnergy has a distributed generation program for C&I customers. 
d. PennPower has an hourly pricing program available to C&I customers. 
e. Most of the EDCs already have some Time of Use (TOU) or Billing Demand 

programs available to various customer classes. 
f. UGI offers to audit customer facilities as well as provide a rebate program for 

high-efficiency heat pumps. 
g. FirstEnergy offers customers a web-based calculator.  FirstEnergy is also 

currently considering two new programs:  Power Factor correction for C&I and 
a Thermostat/Appliance Price Response Program for residential and small 
commercial customers. 

 
OCA Response:  This question is directed to the EDCs.  
 
8. In reference to question 1(e) above, the PA Treasury Department already offers the 

Keystone Home Energy Loan Program (Keystone HELP™). The Department refers to 
this as Pennsylvania’s official streamlined, lower rate financing program for ENERGY 
STAR™ rated and other high efficiency and renewable energy improvements. 

 
a. To what extent will there be overlap and duplication between this program and 

Act 129 programs? 
b. The Treasury Department already has an application process established for 

customer enrollment and contractor registry. To what extent could this process be 
used as a model under Act 129 compliance?  

c. The Treasury already has a registry of certified contractors. Consumers are able 
to input a zip code to find certified contractors in their area. To what extent could 
these contractors’ qualifications be used to register CSPs? 

 
OCA Response:  The OCA recommends that the Commission coordinate as much as possible 
with the Keystone Home Energy Loan Program.   
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