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I. INTRODUCTION

Wesl Penn Power Company (“West Penn™ or the “Company™) files this Reply Briel in
response to the Main Brief of Citizens for Pennsylvania’s IFuture (“PennlFuture™) concerning the
scope and pricing of West Penn’s proposed new light emitting diode (“LLED™) strect highting
service offering. The Company’s LED service offering is the sole contested issuc in this
procceding. All other issues have been resolved among the parties to this case by the terms of
the scttlement set forth in the Joint Petition for Partial Scitlement of Rate Investigation (“Joint
Petition”) filed on February 3, 2015,

PennlFuture is the only party contesting the Company’s proposed LED scrvice offering,
Additionally, no potential customers, specifically municipalities, intervened in this case (o
challenge the Company’s LED service offering, nor did they voice any informal epposition to
the Company’s proposal. To a very large extent, the arguments advanced by PennFuture were
[ully addressed in the Company’s Main Bricl, and an extensive reanalysis is, thercfore, not
necessary.” Accordingly, this Reply Brief will address the principle errors and misstatements in
PennlFuture’s Main Brief with references Lo the expanded discussion in the appropriate portions

of the Company’s Main Bricl.

! The following parties joined in the Settlement: the Company, Bureaun of Investigation and Enforcement

(“1&); Office of Consumer Advocate (“OCA™); Ollice of Small Business Advocate ("OSBA”); West Penn Power
Industrial Intervenors (“WPPII™): Pennsylvania State University (“PSU™): Coalition for Affordable Utility Services
and Encrgy Eificiency In Pennsylvania (“CAUSE-PA™); Environmental Defense Fund (“EDIF”); Wal-Mart Stores
East, LP and Sam’s Last, Inc. (collectively, *Wal-Mart™); and AK Steel Corporation (“AK Steel™). The
Pennsylvania Rural Electric Association and the Allegheny Electric Cooperative (collectively, “PREA/AEC™) and
Noble Americas Energy Solutions L.LC (“Noble Americas™) did not oppose the Settlement. PennFuture did not join
in the Settlement based upon the sole issue of PennFuture's disagreement with West Penn’s proposced rate for LED
lighting,

2 The Company notes that certain information provided in the “Background™ section of the PennFuture Main

Briel, such as the numbers of the Company’s proposed tariffs and the identity of certain intervenors, is incorrect.
Both the Joint Petition and the Company’s Main Brief provide accurate procedural histories.



iL SUMMARY OF ARGUMENT

Weslt Penn’s proposed LED street lighting offering will provide interested customers a
new and meaningful opportunity to obtain LED strect lighting service {rom Company-owned and
maintained LED street lighting facilitics. The Company’s proposal is reasonable, supported by
substantial record evidence, and conforms to the Pennsylvania Public Utility Commission’s (the
“Commission’s”) tarifl’ and tarift filing requirements. PennFFuture, while critical of certain
clements of West Penn’s proposal, did not provide any concrete recommendations that could be
used to revise the rates, terms and conditions of service in the Company-proposed rate scheduic,
nor did it present for the Commission’s consideration any alternative LED service offering.
Instead, PennFuture makes the vague request that any service oftering approved by the
Commission “be consistent with market actualities.” PennlFuture Main Brief, p. 10. Asa
conscquence, il the Commission were (o give any credence to PennFuture’s criticisms and
decline to approve the Company’s proposed service offering, customers would have no

opportunity to obtain LED service through Company-owned facilities.

HI. PENNFUTURE’S CRITICISMS OF THE COMPANY’S LED SERVICE
PROPOSAL HAVE NO MERIT AND SHOULD BE REJECTED

As cxplained in the Company’s Main Bricf, the proposed LED street lighting offering
was developed in response to existing street lighting customers® expressions ol interest in
exploring LED street lighting options. The Company proposes to recover the distribution cost of
the new service through a ixed monthly charge for cach LED fixture. [n designing the monthly
charge, the Company employed an innovative approach 1o “levelize™ charges over the estimated

lifc of the LED fixtures. Levelizing the fixture charges reduces the up-front rates for the initial,



len-year contract term and, in that way, creates price signals designed to increase customer
acceptance of the new service. See Company Main Brict, pp. 5-6.

Pennluture criticized eertain elements ol the Company’s proposal, namely: (1) the
selection, cost, sizes and estimated uscful life of LED fixtures (PennlFuture Main Brief, pp. 5-6
and 8); (2) the non-fixture — principally, installation — costs (PennFuture Main Bricf, p. 7); (3)
the manner in which the Company’s class cost of scrvice study allocated costs to the street
lighting class (PennFuture Main Brief, p. 7); and (4) as the culmination of all of the foregoing,
the per-fixture distribution rate proposed by the Company (see PennFuture Main Brief, pp. 5-8).
Notably, in advancing those contentions, PennFuture discussed and cited only the direct
testimony of its witnesses, Patrick Gormley and George Woodbury. 1t made no attempt to
engage or address — indeed it did not even acknowledge — the comprehensive response to Messrs.
Gormley and Woodbury sct forth in the rebuttal testimony of the Company’s witnesses,
Christopher D. Ciccone and Hillary E. Stewart (West Penn Statement Nos. 8-R and 5-R,
respectively). As explained below and in the Company’s Main Brief, the Company’s fixture
sclection, cost estimates, and distribution rates arc fully supported by record evidence and,

thercfore, its proposed LED service offering should be approved.

A, The Company’s Selection Of LED Fixtures And Estimates Of Installation
Costs Are Reasonable And Well Supported.

PennlFuture asserts that the Company has sclected LED fixtures that are not the least
expensive equipment that can be found on the market, are not available in the sizes identified by
the Company, and have a uscful lifc longer than the fifieen-year estimate used to develop the
Company’s proposed rate. See PennFuture Main Brief, pp. 5-8. As explained below, cach of

PennlFuture’s contentions is either incorrect or is based on a flawed and crroneous analysis.



Al the outset, the legal standard for addressing these issucs must be repeated. Simplly
stated, a utility s entitled to exercise its reasonable judgment in choosing how it will meet its
obligation to lurnish safe, reliable and cfficient service to its customers, including the sclection
of equipment used to provide that service. The extensive Commission and appellate authority
establishing and repeatedly alfirming that standard 1s discussed in the Company"s Main Brief (p.
8). In this case, West Penn used a reasonable, prudent and totally transparent method to sclect
LED fixtures. Specifically, the GE Evolve series lighting was sclected based on the outcome of
a rigorous competitive procurement process conducted in May-Junc of 2014. The Company’s
proposed lixture sizes are available as part of the GE Livolve series and were selected aller
carcfully considering the input of potential customers and analyzing the LED offerings of
Baltimore Gas & Elcetric, Duquesne Light, and Progress Energy. Morcover, and contrary to
Pennlfuture’s contentions, the wattage of the LED lights that would be installed under the
proposed offering will be entirely within the discretion of the customer. See Company Main
Brief, p. 9.

[n determining the fifteen-year useful life of the sclected {ixtures, the Company’s
engincers carefully considered the potential average life of the components of the LED strect
light in addition to the average life of the LEDs themselves. Significantly, PennFuturc witness
Woodbury admitted that the Company’s service life estimate is within the range of scrvice life
estimates used by the utility industry of between [5-35 years. See Company Main Brief, pp. 8-
10.

PennFuture also contends that the Company’s estimate of installation costs is too high.
However, that criticism was based entircly on an anccdotal comparison to the price allegedly

charged by a private contractor to the City of Pittsburgh (PennFuture Main Brief, p. 7).



Apparently, PennlFuture and its witness believe that the per-fixture contract installation price to
replace all of the lixtures in a city the size of Pittsburgh can be meaningfully compared to the
per-fixture installation cost for groups of fixtures of as few as twelve (the minimum allowed
under the Company’s proposed service offering). The size and cconomy-of-scale differences
between those markedly different kinds of projects render Pennlbuture’s comparison
meaningless.

Furthermore, just as the selection of LED fixtures is within the reasonable management
discretion of the Company and is not subject to second-guessing or micromanaging cither by the
Commission or by PennlFuture (see Company Main Brief, pp. 8-10), so too is the manner in
which LED fixtures arc to be installed and maintained. The Company has, in fact, [ully
supported its cost estimates, which arc based on a reasonable approach to installing and
maintaining LED strect lighting. Thus, in addition to describing what cach cost-catcgory of its
proposal encompasses, the Company cxplained that its estimates were based on using utility
employees and utility installation equipment, not privatc contractors. Those estimates also
properly reflect maintenance cost savings and the economies of scalc_ appropriate [or the
installation projects the Company will encounter given its service territory, its customer base and
the requirement that a minimum of twelve lights be replaced at one time. [t is certainly
reasonable for the Company to use its existing, well-trained and proficient union work force to
install LIED street lights, because that is the very same work lorce the Company currently uses to

install and maintain all of its other forms of street lighting. See Company Main Bricf, pp. 10-11.

B. The Company’s Cost Of Scrvice Study Methodology Is Consistent With
Commission Precedent And Broader Industry Standards.

Pennl‘uture also criticized the manner in which general distribution-related costs (e.g.,

costs of poles, conductors, and transformers) were allocaled among customer classes in the
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Company’s class cast of service study. Specifically, Pennluture contends that using non-
coincident peak (“NCP™) demands to allocate demand-related costs overstates the cost of service
for the street lighting class because doing so allegedly ignores the “marginal cost” of delivering
clectricity 1o street lights. According to Pennfuture, street lighting’s “marginal cost™ is lower
than the cost to serve other users of the distribution sysiem becausc street lighting represents
“stable” load and operates primarily “off-peak.” See Pennl*uture Main Briel, p. 7.

While criticizing the Company’s cost of scrvice study, Pennl'uture did not present an
altemmative analysis of the cost of service for the strect lighting class. Instead, it made a vague,
non-quantificd claim that the cost of street lighting distribution service should be reduced
because “[f|or street lighting it makes more sensc to “apply considerable judgment’ and use a
coincidental peak approach or a coincidental peak approach with some percentage allocation
based on non coincidental peak.” See PennFuture Main Bricl, p. 7. However, Pennl‘uture has
cited no authority for its contention that “marginal cost™ is — or should be — the measure of cost
of service for ratemaking purposcs. Morcover, “stability” of load and off-peak operation are
relevant principally to determining the cost of generation. Generation costs are not part of the
LED rates at issue, which recover only the cost of delivering power, not generating it. The
benefits of load stability and ofl-pcak operation can be realized by street lighting customers in
their purchase of unbundled generation service, which is a subject entirely outside the scope of
this case.

PennfFuture’s claim that a “coincident peak™ demand lactor should be substituted for NCP
demand in the Company’s cost of service study was forcefully rebutted by the Company’s cost
of service expert, Hillary E. Stewart. Ms. Stewart explained that NCP demand is universally

accepted for allocating distribution demand costs, as evidenced by its endorsement by the



National Association of Regulatory Utility Commissioners (“NARUC™) in its Electric Utility
Cost Allocation Manual (pp. 96-97). Moreover, the use of NCP demand to allocate distribution
demand costs has been explicitly approved by this Commission as recently as the last [ully
litigated clectric rate case that the Commission decided.® There is no basis in sound cost of
“service principles or the precedent of this Commission for using a coincident peak aliocation for

distribution plant. See Company Main Brief, pp. 12-13.
C. The Company’s Per Fixture Distribution Rate Is Reasonable

Pennl'uture contends that the Company “begins its analysis with faully assumptions to
arrive at a tarifl rate completely out of line with market conditions.” See Pennfuture Main Brief,
pp. 8-9. The Company’s per {ixture distribution rate is the culmination of the Company’s
sclection of LED fixtures, estimation of fixture and non-fixture costs, and allocation of gencral
distribution-related costs. As discussed in detail in the Company’s Main Briel and summarized
above, each of the inputs into the Company’s proposed distribution ratc is reasonable and well
supported. Morcover, the Company made a special elfort to design its proposed LED rates to
increasc customer acceptance by using an innovative levelizing approach to setting LED charges,
as also discussed in detail in the Company’s Main Brief,

Pennf‘uture closes its Main Brief by identilying several benefits of LED streetlighting,

including benefits to municipalitics.4 See PennlFulure Main Bricf, pp. 9-10. The Company’s

3 Pa. P.UC, v. PPL Elec. Utils. Corp., Docket No. R-2012-2290597 (Final Order entered December 28,
2012), p. 106 (“According Lo PPL, the [iled COSS in this proceeding is virtually identical to the methodology
adopted by the Commission in its 2010 basc rate proceeding using the class maximum non-coincident peak (NCP)
demand method, which is based on the highest demand imposed by cach class on its distribution system, to allocate
its demand-related distribution costs. PPL St. 8 at 19.7) See /d. at 112 approving and adopting PPL’s proposed cost
of service study.

! As part of this discussion, PennFuture states that “Pennflec maintains over 974,000 individual streetlights
ol varying application and sizes.” See Pennluture Main Bricf, pp. 9-10. Presumably PennFuture intended to discuss
the streetlight count for West Penn, but this figure is incorrect for both Penelec and West Penn, As noted in the
Company’s Main Briel, West Penn has 69,576 fixtures.



proposed LED street lighting offering is intended to provide customers with an opportunity to

achieve those benefits by exploring LED street lighting options. Notably, as previously

mentioned, no potential customers, specifically municipalities, intervened in this case to

challenge the Company’s LED scrvice offering, nor did they voice any informal opposition.

Morcover, no customer will be able to enjoy the benelits of LED service if the Company’s LED

scrvice olfering is rejected based on PennFuture’s meritless criticism.

CONCLUSION

IFor the reasons set forth above, the criticisms of PennFuture should be rejected and West

Penn’s proposed LED street lighting offering should be approved without modification.

Dated: February 19,2015

D1/ 823203472

Respectfully submitted,

A e Cor s

Tori L. Gics\'e'r (Pa. No. 207742)
Laurcn M. Lepkoski (Pa. No. 94800)
FirstEnergy Service Company

2800 Pottsville Pike

P.O. Box 16001

Reading, PA 19612-6001

Phone: 610.921.6658

Fax:  610.939.8655
tpiesler@@firstenergycorp.com
lepkoski@firstenergycorp.com

Thomas P. Gadsden (Pa. No. 28478)
Anthony C. DeCusatis (Pa. No. 25700)
Catherine G. Vasudevan (Pa, No. 210254)
Morgan, Lewis & Bockius LLP

1701 Market Sureet

Philadelphia, PA 19103-2921

Phone: 215.963.5234

Fax;  215.963.5001

tgadsden@morganlewis.com
adecusatis@morganiewis.com

cvasudevan@morganlewis.com

Counsel for West Penn Power Company



BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

PENNSYLVANIA PUBLIC UTILITY

COMMISSION Docket Nos. R-2014-2428742
v. M-2013-2341991

WEST PENN POWER COMPANY

CERTIFICATE OF SERVICE

[ hereby certify that [ served, on behalf of West Penn Power Company, on the following
persons in the matter specilied in accordance with the requirements of 52 Pa. Codce § 1.54, a truc and

correct copy of the Reply Brief.

VIA FEDERAL EXPRESS

‘The Honorable Dennis . Buckley ‘The Honorable Katrina L. Dunderdale
Administrative Law Judge Administrative Law Judge

Office o’ Administrative Law Judge Office of Administrative Law Judge
Pennsylvania Public Utility Commission Pennsylvania Public Utility Commission
Office of Administrative Law Judge Pittsburgh District Office

400 North Street Piatt Place, Suite 220

Harrisburg, PA 17120 301 5th Avenue

debucklev@pa.gov Pitisburgh, PA 15222

kdunderdal@pa.gov

5SION
< Ty com

D3I/ 82374898.1



VIA ELECTRONIC MAIL AND FEDERAL EXPRESS

Aron ). Beaity

Darryl A. Lawrence

Brandon J. Pierce

Kristine I5. Robinson

[auren M. Burge

Flobart J. Webster

Office of Consumer Advocate
555 Walnut Street, 5th Floor, ForUm Place
Harrisburg, PA 17101-1923
abeatly(edpaoca.ory
dlawrence{@paoca.ory
bpicreedpaoca.org
krobinsondpaoca.org
[burgetdpaoca.org
hwebstler@paoca.org

Danicl G. Asmus

Assistant Small Business Advocate
Office of Small Business Advocate
Commerce Tower — Suile 202

300 North Sceond Street
Harrisburg, PA 17101
dasmusidpa. gov

Donald R. Wagner
LLinda R. Evers
Michael A. Gruin
Stevens & Lec

111 North Sixth Street
Reading, PA 19601
drwistevenslee.com
Ire@stevenslee.com
magdstevenslee.com
Counsel for Wal-Mart

IM31/ 82374898.1

Allison C, Kaster

Carric B. Wright

Scott B. Granger

Burcau of Investigation and Enforcement
Pennsylvania Public Utility Commission
400 North Street

Harrisburg, PA 17120

akaster@pa.gov

carwrigh@pa.gov

sgrangeripa.pov

Thomas J. Sniscak

William L. L.chman

Hawke, McKeon & Sniscak LLLP

P.O. Box 1778

100 North Tenth Street

Harrisburg, PA 17105-1778
tjisniscakdhmslegal.com
welehmang@hmslegal.com

Counsel for Pennsylvania State University

Susan X, Bruce

Vasiliki Karandrikas

Teresa K. Schmittberger
Elizabeth P. Trinkle
McNees, Wallace & Nurick, LLC
100 Pine Street

P.O. Box 1166

Harrisburg, PA 17108-1166
sbruce@mwn.com
vkarandrikas@mwn.com
tschmitiberger@mwn.com

etrinklef@mwn.com
Counsel for WPPII




-~

Thomas T. Niesen

Thomas, Niesen & Thomas, L.I.C

212 Locust Street, Suite 600

Harnsburg, PA 17101
tnigsengdintlawtirm.com

Counsel for Pennsylvania Rural Electric
Association and Allegheny Electric
Cooperative, Inc.

Scott J. Rubin

333 Oak Lanc

Bloomsburg, PA 17815-2036
scotl.).rubin@email.com
Counsel for Utility Workers Union
of America System Local 102

Charles E. Thomas, 111, EEsquirc
Thomas, Niesen & Thomas, LLI.C
212 Locust Street, Suite 600

P.O. Box 9500

Farrisburg, PA 17108-9500
cet3Eintdawlirm.com
bmerola@@noblesolutions.com
Counsel for Noble Americas Energy
Solutions LLC

Heather Langeland

200 First Avenue, Suite 200
Pittsburgh, PA 15222
langeland{@pennfuturc.org

Counsel for PennFuture

DRI/ 323748948.1

David J. Dulick

General Counsel

Pennsylvania Rural Electric Association
Allegheny Electric Cooperative, Inc.
212 Locust Strect

P.O. Box 1266

Harrisburg, PA 17108-1266
david_dulick@cesenergy.com

Counsel for Pennsylvania Rural
Electric Association and Allegheny
Electric Cooperative, Inc.

David . Boechm

Bochm, Kurtz & Lowry

36 East Seventh Street, Suite 1510
Cincinnati, OH 45202
dboehmabkllawlirm.com
Counsel for AK Steel Corporation

Michael Panfil

John Finnigan

EDF

1875 Connecticut Avenue, N.W.
Washington, DC 20009
mpanfili@edf.org
jlinnigan@ed[.org

Counsel for Environmental Defense Fund



Debra Backer
dbacker(@pa.pov

David Washko
dawashko@dpa.gov

Andrew Herster
ahersterfzdpa.gov

Date: February 19, 2015

121317 823748981

VIA ELECTRONIC MAIL ONLY

Lee Yalcin
lvalcin{@pa.gov

Marc MHofler
mholler@pa.gov

(b st

Anthony C. D¢Cusatis (Pa. 1.D. No. 25700)
Catherine G. Yasudevan (Pa. 1.D. No. 210254)
Morgan, Lewis & Bockius LLP

1701 Market Street

Philadelphia, PA 19103-2921

215.963.5234 (dir)

215.963.5001 (fax)
adecusatis@morganlewis.com
cvasudevan@morganlewis.com

Counsel for West Penn Power Company



3. —
SIURL VAL vLWY TR

ORIGIN ID:REDA <215) 963-5317 SHIP DATE: 18FEBLS
MAILROOM ACTWGT: 1.1 LB
MORGAN LEWIS & BOCKIUS LLP CAD: DBB84822/CAFE2807 \\

1701 MARKET STREET

PHILADELPHIA, PA 18103 BILL SENDER
UNITED STATES US ) b
0 ROSEMARY CHIAVETTA, SECRETARY g
PA PUBLIC UTILITY COMMISSION g
COMMONWEALTH KEYSTONE BUILDING B
400 NORTH ST, PO BOX 3265
HARRISBURG PA 17105
REF: 00453 — 042657~ 01— 0018 l‘/
(T R e || il || OO0 TAR I RR LN R0
\ fL FedEx
] \ Expross
fuy ; {gk 1 | | Ik |[:::::::I§
| 1 g
RSN
FRI — 20 FEB 10:30A

xt 6221 3260 4527  PRIORITY OVERNIGHT

EN MDTA - MDT

T A

——

Part ¢ 136148-434 RITE G514 »




