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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



Energy Efficiency and Conservation Plan Page 13

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<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>