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BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of Ohio )
Edison Company, the Cleveland Electric)
llluminating Company, and the Toledo )
Edison Company for Approval of their
Energy Efficiency and Peak Demand
Reduction Program Portfolio Plans for
2017 through 2019.

Case No. 16-743-EL-POR

N N N N

OBJECTION' TO ENERGY EFFICIENCY AND
PEAK DEMAND REDUCTION PROGRAM PORTFOLIO PLANS
BY
THE OFFICE OF THE OHIO CONSUMERS' COUNSEL

A well-designed energy efficiency and peak demaadiction ("EE/PDR"™)
portfolio should be cost effective, should maximizestomer benefits from EE/PDR
programs, and should minimize customer costs, amtrey things. FirstEnergy's
proposed EE/PDR portfolio (the "2017-2019 Portfobo the "Portfolio") is not well
designed. It suffers from numerous material defeader Ohio laws and regulations,
and the Public Utilities Commission of Ohio (thdJ®O") cannot approve it without

substantial modification to improve outcomes fostomers.

! The Office of the Ohio Consumers' Counsel (ther'&tmners' Counsel") files this objection under Ohio
Administrative Code ("OAC") 4901:1-39-04(D). OAQ®@1.:1-39-04(D) provides: "Unless otherwise
ordered by the commission, any person may fileailgas within sixty days after the filing of an etdc
utility's program portfolio plan. Any person filirobjections shall specify the basis for all ohijats,
including any proposed additional or alternativegmams, or modifications to the electric utilitpi®posed
program portfolio plan."See also Entry  10(a), Case No. 16-743-EL-POR (May 23,8){%etting
procedural schedule in this case).

2 FirstEnergy consists of three separate electsizibution utilities in the state of Ohio: Ohio Edh
Company ("OE"), the Cleveland Electric llluminati@gmpany ("CEI"), and the Toledo Edison Company
("TE," and together with OE and CEl, the "Compahms'FirstEnergy").
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In 2009, FirstEnergy filed its first EE/PDR porifoin Ohio in response to Ohio
Senate Bill 221 ("SB 221'9.SB 221 required Ohio electric distribution uidi to
achieve certain cumulative and annual amounts eéfggnsavings and peak demand
reduction (generally referred to as the "statutsegchmarks"). FirstEnergy's inability to
design and implement effective programs is apparen2010, for example, OE fell
short of its annual energy savings statutory berazhroy nearly 2094.

The Ohio General Assembly passed Senate Bill 33B 810"} in 2014, which
"froze" the annual statutory benchmarks for 201 2016 and gave utilities the option
of either continuing their EE/PDR programs or mgidi§ them to account for the freeZe.
FirstEnergy immediately cancelled nearly all of&s/PDR programé. In contrast, all
other Ohio electric distribution utilities contirdi¢heir EE/PDR programs.

Around the same time, FirstEnergy filed its moserd electric security plan case
(the "ESP IV Case'. The ESP IV Case revolves around "power purchgssements”
("PPAs") under which FirstEnergy seeks to chargestdil customers for profits and
costs related to certain deregulated power plafite PPAs have nothing to do with

energy efficiency, peak demand reduction, or Fitst§y's EE/PDR portfolio. Yet in the

3 SB 221 is available dtitp://archives.legislature.state.oh.us/BillTextliZ7 SB 221 EN N.pdf

* See Ohio Edison Company, The Cleveland Electric lllnating Company and The Toledo Edison
Company, Energy Efficiency & Peak Demand ReducBomgram Portfolio Status Report for the Period
January 1, 2010 through December 31, 2010 at & Ras11-2956-EL-EEC (May 23, 2011) (statutory
benchmark of 197,959 MWh but actual energy savaids$4,365 MWh).

5 SB 310 is available 4titp://archives.legislature.state.oh.us/Bill Text13D SB 310 EN_N.pdf
® See SB 310 §6.

" See Verified Application for Approval of Amended Engréfficiency and Peak Demand Reduction Plans
for 2015 through 2016 | 3, Case No. 12-2190-EL-R&épt. 24, 2014) (the "Program Cancellation
Application™).

8 Case No. 14-1297 (filed Aug. 4, 2014).




ESP IV Case, FirstEnergy signed a stipulatinith certain parties in which those parties
agreed to support FirstEnergy's PPAs in exchangEifstEnergy's promise to resurrect
(and substantially increase the scope of) the ER/Bidgrams that it had just cancelled.
The PUCO entered an opinion and order approvindg s in the ESP IV Case on
March 31, 20162 and two weeks later, FirstEnergy filed its applimato approve the
2017-2019 Portfolio (the "Application}.

To summarize: FirstEnergy started its EE/PDR effort2010 by failing to
achieve the amount of energy savings requireddtytst As soon as SB 310 was passed
in 2014, FirstEnergy cancelled nearly all of its’EBR programs, while all other Ohio
electric distribution utilities continued their gr@ams for the benefit of customers.
FirstEnergy then used its decision to cancel tipesgrams as a bargaining chip in its
unrelated PPA case. FirstEnergy signed a stipulat the PPA case that required it to
substantially increase the scope of its EE/PDRairng, but only if FirstEnergy's profits
(paid by all customers, not the parties to theusdifpon) would increase by 150% from
$10 million a year to $25 million a ydarafter taxe¥).

FirstEnergy uses EE/PDR programs as a vehiclentweasing utility profits and
garnering support for unrelated settlements thmtlamonstrably bad for consumers

generally but good for the Companies and their guieded affiliates. It is little surprise,

® See Third Supplemental Stipulation and Recommendatzase No. 14-1297-EL-SSO (Dec. 1 2015) (the
"Third ESP IV Stipulation™).

1% see Opinion and Order, Case No. 14-1297-EL-SSO (Mar2816).
" see Application, Case No. 16-743-EL-POR (Apr. 15, 2p16

12 5ee Third ESP IV Stipulation at 11-12 (FirstEnergy IW#trive to achieve over 800,000 MWh of energy
savings annually . . . . The after-tax annual shaevings cap shall be increased from $10 mill@$25
million . . .").

13 Based on an estimated 36% tax rate for FirstEnemgstomers will actually pay around $39 milliorr pe
year in profits to FirstEnergy, a total of $117lraih during the term of the 2017-2019 Portfolio.
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therefore, that the 2017-2019 Portfolio suffersrfrine following material defects,
among others:

. Customers pay excessive profits to FirstEnergy utiee2017-
2019 Portfolio. The Shared Savings Mechanfsmthe Portfolio
is seriously flawed because (i) it requires Firgiigyy to reach only
the statutory minimum energy savings, and not theumt of
savings required by the Third ESP IV Stipulatioefdoe
customers are required to pay additional profitSitetEnergy,

(i) it violates basic principles of class equiii) it rewards
FirstEnergy for performance that is far short & &xemplary
performance typically required for shared savirfiy3,it
manipulates the calculation of profits to increaskty profits
based on programs that harm customers, (v) it reggustomers
to pay profits to FirstEnergy as a result of enesgyings that the
customers achieve outside of FirstEnergy's EE/PRIgrams and
with no assistance whatsoever from FirstEnergy,i{velies
heavily on behavioral programs that do not resufiersistent
energy savings, (vii) it unjustifiably increases #imount of profits
that customers pay from $10 million to $25 milliper year,

(viii) it violates the basic principles of corpoeageparateness,
(ix) it underestimates the number of low-incometoneers, and
(x) it fails to accurately forecast peak demandsdoount for

weather.

. Over $100 million of the program budget is spenporgrams that
are not cost-effective, which violates the Ohio Alistrative
Code ("OAC").

. Customers are required to pay costs that Firstgraours to

restart the EE/PDR programs that FirstEnergy usiddly
cancelled for 2015 and 2016 and then promisedstanteas part of
the Third ESP IV Stipulation.

. FirstEnergy violated the OAC by making final, m&kdecisions
on the Portfolio without any input from its collatative members.

. FirstEnergy violated the OAC by agreeing to regtangrams and
substantially increase their scope before its nigr&tential study
("MPS") was complete.

14 Capitalized terms not otherwise defined in thigotion have the meaning given to them in the
Application.



. Programs for low income customers receive a digptamately

low percentage of the program budget and experieacelow
participation rates.

As submitted, the Portfolio harms customers, vesahe law, and cannot be
approved. If the Portfolio is approved as subrditteistomers could pay over $440
million dollars in program costs, profits, and ldsétribution revenues for programs that
are not designed to maximize customer benefitee HWCO should order FirstEnergy to
substantially and materially modify the Portfolemnsistent with the Consumers'
Counsel's following objections and recommendations.

l. FIRSTENERGY'S "SHARED SAVINGS MECHANISM" DOES NO T

RESULT IN "SHARING" OR "SAVINGS" FOR CUSTOMERS. IT

RESULTS IN INCREASED PROFITS FOR THE COMPANIES WITH OUT

INCENTING THEM TO RUN PROGRAMS THAT BENEFIT

CUSTOMERS.

"Shared savings," as FirstEnergy uses that phragse 2017-2019 Portfolio, is a
misnomer. The phrase "shared savings" suggestaghhbe utility increases the amount
of savings for customers, the utility and the costoshare the additional savings, and
both the utility and the customer are better difis possible to design a utility incentive
mechanism that properly incents the utility to reglenergy usage and save customers

money. And in the past, FirstEnergy has agreeidatishared savings mechanism should

incent the utility to maximize customer benefits:

. "A shared savings mechanism provides added encewe for
the Companies to exceed the EE&PDR benchmarkeiurt
supporting the Companies' prudent and cost effectecisions
that maximize net benefits to the extent possiblé See Direct
Testimony of Eren G. Demiray on Behalf of FirstEmgrCase No.
12-2190-EL-POR (July 31, 2012) (emphasis added).

. "Shared Savings are an incentive for the Compaaiegceed the
benchmarks set by statute to the extent net bercfit be gained,
thereby providing additional benefits to custometrs.The shared
savings component of Rider DSE is a reasonable amesiin for
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incenting the Companies to achieve energy effigidoenefits for
consumers."See Post-Hearing Brief of FirstEnergy in Support of
its Energy Efficiency and Peak Demand Reductiorgfzm
Portfolio Plans for 2010 through 2012 and Initi@ridhmark
Reports at 23-24, Case No. 09-1947-EL-POR (Mar2220)
(emphasis added).

FirstEnergy's proposed Shared Savings MechanisweVer, is flawed. FirstEnergy has
carefully designed every aspect of the Shared §awtechanism to increase the amount
of profits that customers pay to the Companiesp@vehe absence of increased net
benefits for customers.

The calculation of utility profits under the Shar®avings Mechanism includes
four primary inputs: (i) the incentive tiers andisgys target, (ii) the net benefits
calculation, (iii) the energy savings calculatiand (iv) the profit cap. Each input is
purposefully designed in a way that benefits thenGanies by increasing profits and
harms customers by reducing the amount of bereit tierive from the EE/PDR
programs.

First, the Companies' incentive tabtayhich provides for increased profits as the
Companies achieve additional energy savings, igded to virtually guarantee that the
Companies will reach the highest incentive pergmtaecause the highest tier is
significantly below the Companies' 800,000 MWh aadrsavings target. The incentive
table also violates the core principle of classitgchecause the tiers are calculated only
on a Company-by-Company basis, and not a clasdasg-basis. This means that
residential customers could pay higher profitthe €ompanies based on savings

achieved by the Portfolio's commercial and indasprograms.

15 see Application § 7.1.



Second, the Companies manipulate the net benefitalation by excluding non-
cost-effective programs from the calculation. Theunt the net benefits from cost
effective programs and use those benefits to iserpeofits, but they do not count the net
costs of non-cost-effective programs, which wowddréase profits. This gives the
Companies an incentive to include non-cost-effecirograms — which the Companies
in fact have done at a cost of over $100 milliocustomers. The Companies also
improperly include the benefits of the CustomeriértProgram, Energy Special
Improvement District program, and Mercantile Seifdat program, even though the
Companies play no part whatsoever in achievingelienefits.

Third, the Companies compound the harm by includaagngs from non-cost-
effective programs in the energy savings calcutatibhe Companies want it both ways.
They want credit for the savings achieved througih-cost-effective programs, but they
do not want the net cost of these programs helohsigdnem when calculating the total
net benefits of the portfolio because this wouldrdase profits.

Fourth, the Companies have not done anything terdesan increase in their
shared savings cap to $25 million. Moreover, glsigap for all three Companies in the
aggregate violates the principles of corporate isd¢paess because customers of one
Company could pay higher profits based on the pedoce of one of the other
Company's programs.

Each of these material defects in the Shared SsWwteghanism, and others, must
be corrected to avoid customers paying excessnfgpto the Companies. The
problems with the Shared Savings Mechanism areiescin more detail below and

should be corrected as proposed by the Consumeuns'sél.



A. The Shared Savings Mechanism should be based ararget of
800,000 MWh because FirstEnergy is contractually comitted
to pursue that amount of savings.

FirstEnergy states that its shared savings meamasigtended to "encourage the
Companies, through financial incentives, to exdbed statutorily mandated EE/PDR
goals.?® In the past, the Commission has approved tidnaces savings mechanisms
that give the utility an increased percentage efrtet benefits from EE/PDR programs if
the programs achieve savings above the statutarymaims'’ FirstEnergy proposes a
similar tiered mechanism in this ca8eThe logic behind this structure is that without a
chance for additional profits, the utility has acentive to reach the statutory minimum
(to avoid a penalty), but not to go above and beyofid.

In this case, however, that logic does not applystEnergy signed a stipulation
in its most recent electric security plan case tbqtires FirstEnergy to "strive to achieve
over 800,000 MWh of energy savings annuaffy.This is a binding contractual
commitment. See Sate v. Smith, 2009-Ohio-3154, { 7 (Ohio Ct. App. 2009)
("stipulations are voluntary agreements betweerosiog parties, and thus are subject to
principles of contract law"). Thus, if FirstEnertajls to adequately pursue 800,000

MWh of annual energy savings in its 2017-2019 Ptdf the other parties to the Third

16 see Application, Attachment A § 7.1. Attachment Atte Application shall be referred to in this
objection as the "Portfolio Plan."

Y see eg., Case No. 12-2190-EL-POR; Case No. 11-5569-EL-POR.
18 See Portfolio Plan § 7.1.

19 See OAC 4901:1-39-06(B) (F staff finds that an electric utility has not denstrated compliance with the
approved program portfolio plan or annual salegeak-demand reductions required by division (Aseftion
4926.66 of the Revised Code, staff may recommemedél action and/or the assessment of a forfefjure

2 see Portfolio Plan § 7.1 (the Shared Savings Mecharimmsourages the Companies, through financial
incentives, to exceed their statutorily mandatedPER goals").

L See Third ESP IV Stipulation at 11-12.



ESP IV Stipulation can sue FirstEnergy for breaicbomtract and pursue damages or
other remedies.

FirstEnergy is contractually required to pursue,800 MWh of annual energy
savings in its 2017-2019 Portfolio. FirstEnerdyerefore, does not need additional
financial incentives to pursue savings up to theget. Accordingly, allowing
FirstEnergy to collect additional profits from costers in the form of shared savings
provides no benefit at all to customers and insfradides a windfall to FirstEnergy,
paid by customers. Just as consumers are noteefoi pay additional profits to electric
distribution utilities that fail to meet the stadog minimum energy savings, consumers
should not be required to pay additional profit§tstEnergy for satisfying its legal duty
to reach 800,000 MWh of energy savings. The PUR@lsl reject this inequitable
treatment of customers and should instead prowaedustomers will only pay additional
profits (if at all) to FirstEnergy in the form ofiared savings if FirstEnergy exceeds
800,000 MWh per yed?:

B. The incentive tiers in the Shared Savings Mech&m violate

the basic principles of class equity because energgvings

attributable to one class of customers result in different class
of customers paying higher utility profits.

The PUCO cannot approve the tiered Shared Savirghadhism because it
unfairly shifts the costs and benefits of progrdomesveen different classes of customers.
This violates the PUCO rule that a utility must sigler equity among customer classes

when developing its EE/PDR portfolicGeee OAC 4901:1-39-03(B)(6) ("When

22 As discussed below, the 800,000 MWh target musiubedivided both by Company and by customer
class for purposes of the shared savings calcuolaSee section 1.J. below.
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developing programs for inclusion in its progranmtfmdio plan, an electric utility shall
consider the following criteria: . . . (6) Equitgnang customer classes.").

As proposed, the tiered incentive mechanism giael €ompany additional
profits as it achieves higher energy savings coetp#r the statutory benchmark Each
class of customers pays higher profits, even ifathditional energy savings are not
attributable to that class's programs, and evéreifidditional energy savings do not
result in additional net benefits to that classr &ample, for 2017, FirstEnergy
identifies a baseline usage of 23,898,000 MWh f&r*® The annual statutory
benchmark of 198 for OE is therefore 238,980 MWh. Thus, as lon@&sachieves
238,980 MWh in energy savings, the shared savireghanism will triggef® As OE
achieves greater savings, its profits increasea daximum, OE receives a 13.0%
incentive percentage if it achieves great than 1d5%e annual benchmarkd, if it
achieves greater than 274,827 MWh of savings).

The problem with this structure, however, is tlet hared Savings Mechanism
is triggered by, and the incentive tiers are basedotal energy savings, regardless of
which class of customers' programs are respon&bkhose savings. That means that if
the utility's residential programs underperformd#merefore contribute a lower
percentage of savings than expected), but théygitommercial and industrial programs

over-perform so that the aggregate savings frompratjrams is above the statutory

%3 See Portfolio Plan § 7.1.
24 see Direct Testimony of Denise J. Mullins, Exhibit DdM Case No. 16-743-EL-POR (Apr. 15, 2016).
% e R.C. 4928.66(A)(1)(a).

% The Third ESP IV Stipulation requires the Compartiellectively to reach 800,000 MWh of energy
savings in each of 2017, 2018, and 2019. OE pio#6,445 MWh kWh of energy savings for 20 Eée
Application, OE Appendix B-2. As discussed bel@® should be required to reach this amount of
savings, and not 238,980 MWh for the shared savimgshanism to trigger.

10



benchmark, then residential customers will stilkbguired to pay higher profits using the
higher incentive percentage. The PUCO cannot pethisitype of cross-subsidization
between classes of customers. One class of cust@ineuld not be required to pay
higher profits based on the performance of anattess's programs.

To remedy this, the Shared Savings Mechanism shHmuldodified so that the
incentive tiers are not tied to aggregate compegmercentages but instead are tied to
energy savings by class as compared to that clasgécted savings. For example,
FirstEnergy projects that OE's non-low-income restal programs will achieve
180,604,550 KWh of energy savings in 261 7This number should form the baseline
for the shared savings tiers. If OE does not aeh#ét least 180,604,550 KWh savings
through its non-low-income residential programgntithe Shared Savings Mechanism
should not trigger for non-low-income residentiastomers. The compliance
percentages in the Shared Savings Mechanism sheylércentages of the projected
energy savings, not percentages of the aggregsteamty benchmark. The same would
apply for all other customer classes of OE, TE, @adlindividually. This amendment to
the mechanism protects customers in each classar@appropriately incents
FirstEnergy to achieve savings in all sectors.

C. Customers should not be required to pay additioal profits to

the Companies simply because the Companies achiesavings
that are marginally higher than the statutory minimum.

Shared savings profits should reward only exemplary
performance.

The Companies' Shared Savings Mechanism rewardsliggequiring customers

to pay millions of dollars in extra profits as samthe Companies achieve any savings

27 See Application, OE Appendix B-2.
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over the statutory minimuft. In the lowest tier, customers pay profits to @@mpanies
in the amount of 5% of the Total Discounted Nektithe Benefit&’ if the Companies

achieve between 100% and 105% of the annual stgtoimimum savings. In its most
recent status report, FirstEnergy reported thewohg annual energy savings for 2015

and the following total discounted net lifetime béts:*°

Company Energy Savings Total Discounted Net
Lifetime Benefits
OE 190,614 MWh $49,980,360
CEl 99,603 MWh $34,415,580
TE 89,435 MWh $29,400,312
TOTAL | 379,652 MWh $113,796,252

Even at the lowest tier in the Shared Savings Meishg, this would result in
customers paying an additional $5.7 million permryagrofits across the three
Companies® Customers should not pay millions of dollars fofjis to the Companies
when the programs achieve savings that just basalged the statutory minimum.
Shared savings should reward only exemplary pedao®a. Accordingly, the Shared

Savings Mechanism should include only two tierdo#lews:

28 5ee Portfolio Plan § 7.1.

2 The Application uses the terms "Total Discounted Nfetime Benefits" and "Total Discounted Net
Lifetime UCT Benefits." The Consumers' Counselamsthnds that these terms mean the same thing for
purposes of the Shared Savings Mechanism.

30 see Shared Savings Determination, Case No. 16-941-EC-BMay 12, 2016)available at
http://dis.puc.state.oh.us/TiffToPDf/A1001001A16B1D005H04417_0.pdf

31$113,796,252 * 0.05 = $5,689,813. Because thetmarks were frozen in 2015, FE claims a 13%
incentive under the highest incentive tier for 20fb5 a total incentive of over $14 million, whichthen
reduced to $10 million under the cap. The Conssh@wunsel disputes the profit calculations that
FirstEnergy uses in its annual repoBee Consumers' Counsel's Comments, Case No. 16-94FEKT -
(June 13, 2016).
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Incentive Tier Compliance Percentage Incentive &dege

1 <=115% 0.0%

2 > 115% 8.0%

A 13% incentive percentage is too high. The inverpercentages proposed by
the Companies should be reduced given FirstEnemytent arrangement for collecting
its lost distribution revenues from custom&sThe top tier (tier 5 under the Companies’
proposed Shared Savings Mechanism; tier 2 undeZdnsumers' Counsel's proposal)
should be reduced to 8% to more adequately baliwecaterests of customers in paying
reasonable rates and the interests of the Compianiesreasing their profits. The 8%
incentive percentage is within the range beingreffeo other utilities nationwid®.

D. Customers should not pay increased profits to FstEnergy in

the form of shared savings by excluding non-costfefctive

programs from the calculation of Total Discounted Nt
Lifetime Benefits.

The proposed Shared Savings Mechanism provideshith&ompanies receive a
higher "incentive percentage" (and therefore higiefits) if they achieve greater energy
savings>* The incentive percentage is multiplied by thetal ®iscounted Net Lifetime
Benefits" achieved under the plan, and the reguftnoduct is the amount of profit that
customers pay. The Total Discounted Net Lifetinem&fits are the total benefits that
customers receive from the programs minus the progrosts. The key point is this:
there is often no correlation between increasiegetiergy savings and increasing the net

benefits to customers because of FirstEnergy'sikedion of net lifetime benefits using

%2 gee Case No. 12-1230-EL-SSO.
% See, e.g., Georgia Public Service Commission, Docket No. 36@05% incentive).
34 See Application § 7.1.
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the Utility Cost Test. Thus, FirstEnergy can irage energy savings, thereby pushing it
into a higher incentive percentage under the Sh@asthgs Mechanism (and increasing
profits), even though that increase does not berefand in many instances, actually
harms — customers. This means that not only asstomers not "sharing" in the
additional savings, they are paying the utility ifiddal profits when the utility reduces
the benefits to customers.

One way that FirstEnergy accomplishes this is lejusiing programs and
measures in its portfolio that are not cost effectiSection 7.1 of the Application
contains two provisions that work together to imse FirstEnergy's profits without any
corresponding benefit to customers. First, "[§hgings of all programs will contribute
to the calculations of whether the Companies haceexred their benchmarks for any
particular year and in doing so, have triggered3hared Savings Mechanisft."
Second, "The Total Discounted Net Lifetime Beneditsll cost-effective energy
efficiency programs (as determined by the UCT)ddigible for shared savings™ The
use of "all programs" for counting savings towarggering the incentive tiers but only
using "cost effective" programs when calculating #mount of shared savings increases
profits paid by customers to the Companies wittamyt corresponding benefit to
customers.

Excluding non-cost-effective programs from the sdasavings calculation
benefits FirstEnergy because the Total DiscountetdLUNetime Benefits of non-cost-
effective programs is, by definition, negative.tHé Total Discounted Net Lifetime

Benefits of non-cost-effective programs were ineldich the shared savings calculation,

% Application § 7.1 (emphasis added).
%d. (emphasis added).
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FirstEnergy's profits would decrease. FirstEneades the net benefits of all cost-
effective programs, which are positive, and usesitto calculate its shared savings
profits, which are paid by customers. FirstEndakes the net costs of all non-cost-
effective programs, and pretends that they do xist by excluding them from the
calculation. This is absurd and inequitable. hie teal world, shareholders only make a
profit if the entire company is profitable. A coany cannot take the successful parts of
its operations and declare the company to be pldétwhile erasing its money-losing
efforts from the books. But this is exactly how tiroposed Shared Savings Mechanism
works.

FirstEnergy's profits increase as it achieves audit energy savings, but its
profits do not decrease if its programs and measane not cost effective. Thus,
FirstEnergy has little incentive to ensure thatgoaons and measures are cost effective.
This explains, in part, why the 2017-2019 Portfokbes heavily on programs that are
not cost-effectivé’ When a program is not cost effective, it harmst@mers because
the costs of the program are greater than the terefFirstEnergy's proposed portfolio
relies on programs that are not cost effectiveof@r 397,000 MWh of the projected
energy savingd. These programs, therefore, account for more 1168 of the total
energy savings. Without these projected savingstEhergy would not meet its 800,000

MWh energy savings goal.

37 See section 11l below.

% The exception to this is if the program providesBstantial nonenergy benefits" which can include
benefits to low income customerSee OAC 4901:1-39-04(B). As discussed below, the migjof
FirstEnergy's non-cost-effective programs do novjale substantial nonenergy benefits.

39 see section 11l below. This excludes low income praxs, which are not cost effective, but which can
provide substantial nonenergy benefits.
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The PUCO should not permit the Companies to ineréiaeir profits from
consumers' pockets based on this creative accguniihe Shared Savings Mechanism
should be modified to provide that the Total Distieal Net Lifetime Benefit§ of all
programs, not just cost-effective programs, is usezhlculate shared savings profits.

E. Total Discounted Net Lifetime Benefits should bealculated

using the Total Resource Test because it is the tesed under

the PUCO rules and more appropriately balances thanterests
of both customers and the utility.

The PUCO rules require an electric utility to derstoate that its EE/PDR
portfolio is cost-effective on a portfolio basisdaimat each program is cost-effective
(unless the program provides “substantial nonenkemgfits”)*?> The PUCO has
determined that the appropriate test for cost-&ffeness is the total resource cost
("TRC") test. See OAC 4901:1-39-01(F) (" Cost effective' means theasure, program,
or portfolio being evaluated that satisfies thalto¢source cost test."). The TRC test
calculates the net benefits of a program by sutitig@both the program costs and the
costs borne by customers from the total progranefitsit® In contrast, the utility cost
test ("UCT") subtracts the utility or program admtrator program costs but not the

costs that the customer incurs direéflyThe PUCO could have chosen the UCT as the

“0 For programs that are not cost-effective, it wdamtdmore appropriate to refer to the "Total Dis¢edn
Net Lifetime_Costs" as opposed to benefits. Rdgasdof the terminology, the net costs of non-cost-

effective programs should be subtracted from théapefits of cost-effective programs before miytipy
the end result by the incentive percentage.

1 As discussed below, non-cost-effective progranmishgenerally be removed from the Portfoligee
section 111 of this objection.

2 See OAC 4901:1-39-04(B).
3 See OAC 4901:1-39-01(Y).

*4 For example, if a customer purchases an eneripyjestt refrigerator for $1,500 and receives a $100
rebate through a utility's EE/PDR program, the TtB& accounts for the entire $1,500 ($1,400 paithby
consumer and $100 in program costs for the rebdtkg UCT, however, counts only the $100 in program
costs.
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appropriate test for cost-effectiveness when engdts energy efficiency rules, but it did
not.

FirstEnergy proposes that for purposes of satigf@AC 4901:1-39-04, the TRC
test be used for cost effectiveness, but when laing utility profits for shared savings,
the UCT should be used. The downfall of the UCth# it fails to take into account
participant costs and therefore cannot be usedtermine the actual net benefits that
customers receive from the Companies' programprogram that is not cost-effective
using the TRC — and therefore not allowed at aléss it provides substantial
nonenergy benefits — could nonetheless increabey yiofits using the UCT.

There is no reason to use two different tests. rididenefits calculation for
purposes of shared savings should be consistemtikatPUCO rules and should utilize
the TRC test. The TRC test is the only measureat@unts for all the costs and
benefits of the Companies’ EE/PDR programs. Tloeeethe Companies' shared savings
incentives should come from the total net bendfiés the programs provide, not the net
benefits provided only to the utility.

F. Customers should not pay profits to FirstEnergyfor the CAP,

ESID program, and Mercantile Customer Program becase

FirstEnergy does not contribute in any way to the avings
produced by these programs.

A utility should only receive shared savings pfif at all) for programs that it
develops and administers for the benefit of custesm@ properly designed shared
savings mechanism encourages a utility to runiefitgprograms that reduce usage and
peak demand and increase the overall benefitsoftswomers. FirstEnergy's Shared
Savings Mechanism violates these core principlesdyding savings from the

Customer Action Program ("CAP"), Energy Special layement District ("ESID")
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program, and Mercantile Customer Program (aka méteaelf-direct) in its profit
calculations.
The residential CAP "captures energy savings aat gemand reductions

achieved through actions taken by customers outidélity-administered program4™

FirstEnergy plays no role in customers achievirggéhsavings and does not provide any
incentives to customers to reduce usage or dem@ather, FirstEnergy simply performs
surveys and collects data on savings that custoanerachieving on their own and counts
those savings toward the net benefits that are wsdédtermine its profits in the Shared
Savings Mechanism.

The ESID program captures savings that townshidsyamicipalities achieve by
creating Energy Special Improvement Districts ur@eio Revised Code 1710.067.
Under the state ESID initiative, the ESID offergpperty-Assessed Clean Energy
financing to its constituents to install energy moyements.?” FirstEnergy does not
administer these programs, does not encourage koypgand municipalities to create
ESIDs, and does not otherwise contribute to arth@kavings achieved by these
programs. Rather, FirstEnergy proposes simplytmtthe savings achieved by ESIDs
toward its statutory benchmark and toward its sthaeings profit calculations.

Like the CAP and ESID programs, the Mercantile Gongr Program captures
savings from projects that the mercantile custofmet the Companies) initiated and

directed.

“5 See Portfolio Plan § 3.2 (page 40) (emphasis added).
%% See Portfolio Plan § 3.6 (page 77).
“1d.
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FirstEnergy should not be allowed to include anyrsgs from the CAP, ESID,
and Mercantile Customer Programs toward sharesgs\iecause FirstEnergy bears no
responsibility for the savings achieved by thesymms. As the PUCO Staff has
previously concluded:

[A] shared savings mechanism for the First Enefggtac
distribution utilities should only be for those iadtes for which
First Energy has had a material effect in theit@ugrs' decisions
in adopting energy efficiency. Only those prograhet are under
the direct or indirect supervision or managemerithefCompany

should be able to count toward those savings ttees their
annual benchmarks.

The CAP, ESID, and Mercantile Customer Programsatsupervised or managed by
FirstEnergy, and FirstEnergy has had no effectumtarners' decisions in adopting
energy efficiency measures. Counting the savirgs programs that achieve their
savings independent of FirstEnergy is plainly unfaicustomers. The customer pays the
entire cost of achieving the savings with no aasist at all from FirstEnergy, and then
the customer is required to pay profits to Firstigges a result of the savings that the
customer alone achieved and paid for. There assible justification for this.

The harm to customers is exacerbated by the use®JCT to calculate shared
savings. The UCT includes only costs incurredhgyutility (.e., the program costs) and
not costs incurred directly by the consumer. mdhse of the CAP, ESID, and
Mercantile Customer Programs, customers bear éfleo€osts. Thus, when calculating
the net benefits of these programs (which are pligt by the incentive percentage to

determine utility profits), FirstEnergy counts aflthe savings achieved by the consumer

“8 See Proposal for Incentivizing Utility Energy Efficiey Performance Submitted on Behalf of the Staff of
the Public Utilities Commission of Ohio, Case N8:-1847-EL-POR (Oct. 24, 2011Fee also Opinion

and Order at 16, Case No. 12-2190-EL-POR (Mar2R33) (PUCO stating that FirstEnergy would
exclude self-direct mercantile energy savings ftbexshared savings calculation).

19



but none of the costs. FirstEnergy's profits,af@e, are even higher than they would be
if FirstEnergy had run programs to achieve thoseessavings. Customers should not
pay profits to FirstEnergy for the CAP, ESID, anérighntile Customer Programs, and
customers especially should not pay more profithiese programs than they do for
programs that FirstEnergy actually designs and aisteirs.

The PUCO should find that (i) the energy savingsnfthe CAP, ESID, and
Mercantile Customer Programs should not be countezh determining which
"incentive tier" is achieved under the Shared SgviMechanism and (ii) any net benefits
from the CAP, ESID, and Mercantile Customer Progratmould be excluded from the
calculation of Total Discounted Net Lifetime Bengfior purposes of shared savings. To
find otherwise is unfair to customers and represanvindfall for FirstEnergy at
customer expense.

G. Behavioral programs should be excluded from thehared

savings that customers would pay because they dotmresult in

persistent savings and the measurement of savingsin such
programs is less reliable than other programs.

Behavior-based programs focus on energy savingdtiresfrom changes in
individual customers or organizational behavior dedision-making, compared to
savings from deployment of hardware such as ap@®sHVAC equipment and home
insulation. By their nature, behavioral programisgs are short-lived. FirstEnergy
provides that the measure life for their residedtéhavior program is only one ye&rin
contrast, programs that involve hardware (like ARG system) have a measure life of

anywhere from three to 18 yea@PsThese non-behavioral programs provide savings tha

“9 See Application, Appendix C-1: Measure Assumptions.
P eeid.
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benefit customers year after year. Consistent thiehPUCO staff's recommendation in
FirstEnergy's earlier portfolio case, "[p]rograrhattrely strictly on behavioral changes
of customers must demonstrate the persistencechfsavings each yeat'" FirstEnergy
admits that its residential behavioral programdaseasure life of just a single year and
therefore does not demonstrate persistence ofgmeiach yeat’

In addition, because behavioral programs do ngtaelhardware or other similar
measures, but instead rely on general customesideamaking, the savings from
behavioral programs are harder to measure. dagively simple to calculate the energy
savings that result from using an efficient appimcompared to an inefficient one. But
there is no concrete way to determine that a custonade a behavioral change as a
result of receiving a report from a utility abostage. Thus, the residential behavioral
program does not satisfy the PUCO staff's recomratod that “[e]nergy efficiency
savings must be clearly and easily measuratile.”

H. Programs addressed in other dockets should notebcounted for
purposes of shared savings that customers pay.

FirstEnergy identifies several programs that adregsed in other dockets,
including the LED Street Lighting Tariff, Mercar@ilCustomer Program, Transmission
and Distribution ("T&D") Upgrades Program, and St@ard Modernization Initiative

Program. As FirstEnergy contends, these prograensa being addressed in this case

*1 see Proposal for Incentivizing Utility Energy Efficiey Performance Submitted on Behalf of the Staff of
the Public Utilities Commission of Ohio at 2, Caée 09-1947-EL-POR (Oct. 24, 2011).

2 see Application, Appendix C-1: Measure Assumptions.

%3 see Proposal for Incentivizing Utility Energy Efficiey Performance Submitted on Behalf of the Staff of
the Public Utilities Commission of Ohio at 2, Caée 09-1947-EL-POR (Oct. 24, 2011) ("Energy
efficiency savings must be clearly and easily meszethle.").
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and "no further approval is necessary in this dotKeAccordingly, FirstEnergy should
not be entitled to charge customers for these progrin its shared savings calculation.

Furthermore, to the extent that the T&D Upgradexyfam, Smart Grid
Modernization Initiative Project, or any other pragns include capital investments, the
Companies already receive a return on those inwgsnso allowing shared savings
would result in customers paying a double incentiivihe CompaniesSee also R.C.
4928.66(A)(V)(ii) (prohibiting T&D line losses fronmclusion in shared savings).

l. There is no justification for FirstEnergy's request that

customers pay the Companies $25 million per year iprofits, a
150% increase from its previous portfolio.

FirstEnergy requests a 150% increase in profitsetpaid by customers from $10
million per year to $25 millio? per year. FirstEnergy provides no informatiorhom it
arrived at this number, why it is appropriate, vdugtomers should be asked to pay it, or
why it is 150% higher than the previous cap. Intjeleere is no justification for such a
substantial increase in profits that customers @paly. The cap should remain at $10
million per year, which represents nearly 10% eftibtal annual proposed program
costs.

1. Charging customers for $25 million in profits is

excessive because FirstEnergy bears almost no risk
under the 2017-2019 Portfolio.

The Companies' return (profit) from EE/PDR prograhsuld be commensurate
with the risk associated therewitBee Ohio Edison Co. v. PUCO, 63 Ohio St. 3d 555,

562 (1992) ("the return to the equity owner shdagdcommensurate with returns on

>4 See Application 1 23.

% As discussed above, because the $25 million cppsistax, customers will actually pay up to $39
million a year in profits.
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investments in other enterprises have corresponhkg") (quoting~ederal Power Co.

v. Hope Nat. Gas Co., 320 U.S. 591, 603 (1944)). FirstEnergy, howeblesgrs almost no
risk at all with respect to the 2017-2019 Portfolithe 2017-2019 Portfolio costs
FirstEnergy nothing: consumers pay 100% of progeasts plus distribution revenues
that are lost as a result of EE/PDR programs. oAg bs FirstEnergy achieves the
statutory minimum for energy efficiency savingséar certainty, given that FirstEnergy
is targeting savings that exceed the statutorymmm by over 50%), it will not be
subject to a PUCO fine, and it will not incur argsts. Despite the lack of any risk on
behalf of the Companies, FirstEnergy asks customgray $25 million a year to the
Companies in profit if FirstEnergy achieves a dartanount of energy savings.

At the same time, FirstEnergy’s incentive propaksds not include any penalty if
the Companies do not meet their annual savingstsrdn order to make the incentive
mechanism balanced, there should be a penaltg i€dmpanies do not achieve their
savings target. If a Company does not achieveast I85% of the annual savings target
proposed in the Application, the Company should p@gnalty of 8% of the Total
Discounted Net Lifetime Benefits under the TRC tigtomers.See R.C. 4928.66(C)
(PUCO may order a forfeiture if a utility does mo¢et the benchmarks).

2. FirstEnergy has demonstrated a lack of commitmerto

energy efficiency that does not warrant a substardi
increase in profits paid by customers.

The Companies' request for a substantial increapeofits is especially troubling

in light of their demonstrated lack of commitmenmenergy efficiency. In response to
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SB 310, FirstEnergy cancelled nearly all of its FIER programs in 2015 and 20%6.
FirstEnergy was alone in making this decisionpé#tler electric distribution utilities in
Ohio continued to run all of their EE/PDR prograimsthe benefit of customers.

Then, FirstEnergy took advantage of its decisiocatacel its programs by using
their reintroduction as a bargaining chip to gaipmort for the PPAs, even though the
PPAs have nothing to do with energy efficiency ppdk demand reduction. FirstEnergy
agreed to reinstate all cancelled programs, teesta achieve 800,000 MWh hours in
energy savings each year from 2017-2019, and tease its shared savings cap to $25
million in a stipulation with various parties ina&ange for those parties' support for
FirstEnergy's PPAs, which will increase consumeatsby $3 billior?’

In short, FirstEnergy's commitment to energy ey, peak demand reduction,
and EE/PDR portfolio programs has been lackingrdated a portfolio of programs in
2009 and 2011 to meet the statutory minimum requerdgs under SB 221, and as soon as
those statutory minimums were frozen under SB Bir8tEnergy pulled those programs
out from underneath customers. Then, FirstEnarggadl certain parties into supporting
its costly and burdensome PPAs by promising tcstete programs (that customers pay
for) and achieve higher energy savings. Custosiersld not be required to reward
FirstEnergy for its behavior by paying increasegfits of $25 million ($39 million when

accounting for taxes) per year.

%% See 2015-16 Program Cancellation Application at 2t{stpthat all programs not specifically listed
would be suspended for 2015-2016).

°" See Direct Testimony of Matthew |. Kahal at 8, Case M4-1297 (Dec. 22, 2014). FirstEnergy may
also be charging customers for the costs associdtbdestarting the programs that FirstEnergy edled.
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J. A single shared savings cap spread across alrée Companies
violates the principles of corporate separatenest unfair to
customers, and cannot be approved.

The Commission cannot approve the proposed shaxugs cap because it
illegally entangles the affairs of the three Companwhich operate as separate business
entities under Ohio law? The Application states that the Shared Savingshdeism
will include a "cap of $25 million after-tax perafein total across the Companiés.The
Application, however, does not provide any detarishow the $25 million yearly shared
savings cap will be spread across the three opgr@ompanies. It does not provide any
details on how much of the $25 million yearly caifl e paid by OE's customers, how
much by CEl's customers, and how much by TE's ousts.

If the Commission approves a single cap spreadsaaibthree Companies, as
opposed to a separate cap for each Company, teeamtbunt of profits paid by one
Company's customers may be higher or lower depgmbhjust on the success of those
customers' own operating Company's programs, bthie@success or failure of the other
two operating Companies' programs. The followirgneple demonstrates the inequity
that results from a single cap across all three @omnes.

Scenario 1. Suppose, under the proposed Porttblabjn 2017, OE, CEI, and TE
all meet their annual and cumulative benchmarksaaeadll eligible for shared savings.
Suppose that, under the Shared Savings Mechangsin,of OE, CEI, and TE would

receive $20 million in shared savings, for a tofab60 million. Because of the shared

%8 See FirstEnergy Corp. 10-Q (Apr. 26, 2016) (identifyi®E, CEl, and TE as operating subsidiaries of
FirstEnergy Corp.).

%9 See Portfolio Plan § 7.1.
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savings cap, however, the total would be reduc&®fomillion®® Thus, none of the
Companies would collect $20 million, but insteaak;lewould collect closer to $8 million
from its customer§!

Scenario 2. Now suppose that OE meets its anmgat@mulative benchmarks in
2017, but CEl and TE do not. Suppose that OEmpeance is the same as in Scenario
1 such that it would receive $20 million in shasadings under the Shared Savings
Mechanism. Because CEIl and TE did not meet tleichmarks, they would not be
entitled to any shared savings. But because thédbared savings across all three
Companies is less than the $25 million cap, OEssorners would pay the entire $20
million to OE. In other words, OE's customers vebpdly $20 million in utility profits

instead of just over $8 million, even though OBstfplio performance was identical in

both scenarios. OE's customers cannot be punfsh&@El's and TE's failure to meet
their annual savings benchmarks because this waooilate the fundamental principle
that the Companies are separate legal entifesMA Equip. Leasing |, LLC v. Tilton,

980 N.E.2d 1072, 1082 (Ohio Ct. App. 2012) ("Wie benefits realized by creating
separate corporate entities comes the respongitailiteat the various corporations as
separate entities."gccord Ameritech Ohio v. PUC, 85 Ohio St. 3d 78, 82 (1999) (Moyer
dissenting) ("Ohio law dictates that separate c@fpans, whether affiliated or not, are to

be accepted as wholly separate entiti€s.").

% For purposes of simplicity, this example ignottes fact that shared savings is paid on an aftebaais.
The underlying principle of this argument doesmdy on tax issues.

%1 The Application does not state how the $25 millidh be allocated across the three Companieseif th
cap is reached. For purposes of argument, thisipleaassumes that the savings would be split
proportionally across the three Companies.

%2 As discussed above, OE did not reach its savarg®t in 2010, so the possibility that one Company
reaches its savings target but another does medis
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Rather than a single cap spread across all thremtpg Companies, the PUCO
should require there to be three separate capspoeach Company. As discussed
above, FirstEnergy has not justified a 150% inaeasts shared savings cap from $10
million per year to $25 million per year. And dsalissed above, FirstEnergy has made
it clear that it is not committed to energy effiooy and the reduction of energy usage and
peak demand. Therefore, the $10 million total wager the 2013-2015 Portfolio should
remain in place. The individual caps should besdam the percentage of total 3-year

cumulative energy savings attributable to that Camyf as follows**

OE $4.77 million
CEl $3.46 million
TE $1.77 million

The PUCO must approve a separate shared savindgsrazgch Company, as
opposed to a single cap for all three Companiegtdtect customers from unfairly
paying an excessive amount of profits to the Congsan

Based on the same reasoning, the individual Compapy should be broken

down further by customer class (non-low-incomedestial, low-income residential, and

83 See Application, PUCO 5A:

Company 3-Year MWh Savings % of TotL’:lI $10 milliofs*of Total
OE 1,151,824 47.7% $4.77 million
CEl 835,856 34.6% $3.46 million
TE 426,638 17.7% $1.77 million

% If the Commission finds that the total cap shcuddsome number other than $10 million, then the
individual Company caps be adjusted in accordarittethe formula set forth in footnofé].
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nonresidential), with each class's shared saviag$ased on the proportion of energy
savings projected for that class's programs.

K. FirstEnergy should weather-normalize forecastegeak
demands to produce a more accurate forecast.

Company witness Denise J. Mullins testified thaebtasted peak demands were
not normalized for weath&r. According to Ms. Mullins, “[w]eather adjustingetipeaks
in the actual baseline years would require at leasity years of daily peak and at least
twenty years of the daily temperature humidity @esi.®® Ms. Mullins stated, however,
that "daily peaks are only available since 2002, amy calculation using only ten years
of history would not be reliablé*

Ms. Mullins has not explained why 20 years of dataecessary or how accurate
the forecast would be using data from the pasteb4§f compared to forecasts using the
20 years that she claims is required. FirstEnshpuld weather-normalize the
forecasted peak demands when determining benchrmarktse shared savings incentive
calculations because 14 years of data is moreghfficient for this purpose.

Il. THE PUCO CANNOT APPROVE THE SHARED SAVINGS
MECHANISM BECAUSE IT IS VAGUE AND INCOMPLETE.

Separate from the arguments set forth above, tl@dPshould deny
FirstEnergy's request for customers to pay sharehgs profits because the Application

does not include a complete description of the &h&avings Mechanism. Without a

%5 See Direct Testimony of Denise J. Mullins on Behalftbé Companies at 12:10-18, Case No. 16-743-
EL-POR (Apr. 15, 2016).

4.
571d.

% Ms. Mullins' testimony that "using only ten yeafshistory would not be reliable" is confusing, eiv
that 2002 was 14 years ago, not ten.
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complete description, the PUCO, Consumers' Couardlpther intervenors cannot
evaluate the impact that the Shared Savings Mesimawill have on consumers, whether
it complies with applicable laws and regulationswbether it will result in consumers
paying rates that are unjust and unreasonable.

Rather than describing the Shared Savings MechatiApplication states that
it "is the same as approved by the Commissionartbmpanies' Previous EE/PDR
Portfolio Plans except for the changes approvethbyCommission in the Companies'
Stipulated ESP IV®® The "Previous EE/PDR Portfolio Plans" are theplthat the
Companies filed in Case Nos. 12-2190-EL-POR, 12t2HR-POR, and 12-2192-EL-
POR’® The "Stipulated ESP IV" is the Companies' StifedaFourth Electric Security
Plan approved in Case No. 14-1297-EL-S$The Application then identifies certain
"key" features of the Shared Savings Mechanisnhowit identifying the remaining
features of the Shared Savings Mechanism thatHfiesgy considers to be non-key.

If the Shared Savings Mechanism were readily abbkgland identifiable in the
docket to Case Nos. 12-2190-EL-POR, 12-2191-EL-P#i,12-2192-EL-POR, then
parties could simply turn to those dockets and tstded what the Companies propose in
the Application’? But the shared savings mechanism from the Pre\E&{PDR
Portfolio Plans is not contained in any one placehmse dockets. Rather, the details of
the shared savings mechanism in those cases masbbked together from, at the very

least, (i) section 7.1 of the application filedtitose cases, (ii) Exhibit E to the application

%9 See Portfolio Plan § 7.1.
0 see Application 1 6.
" See Application 1 3.

"2 Even if it were, it should still be reproducedtire Application in this case so that parties donestd to
constantly cross-reference another matter.
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filed in those cases, which provides example irigenhechanism calculatiod3 (i) the
July 31, 2012 direct testimony of Eren Demiraydilgith the applications in those cases,
(iv) the October 29, 2012 rebuttal testimony ofrEBemiray, (v) 1206 pages of trial
transcripts, (vi) two Commission orders, and (aii)east three entries on rehearing.
Relevant information describing the shared savingshanism as approved in these
cases may be found elsewhere on the dockets, tstERergy does not provide any
guidance. FirstEnergy's Application simply citeghe docket in its entirety and expects
parties to dig through 207 docket entries (whidhltover 6,000 pages) to figure out the
details of the Shared Savings Mechanism.

The Companies' bare citation to "the changes apprby the Commission in the
Companies' Stipulated ESP ¥'ls similarly vague. FirstEnergy does not idenéfyy
specific documents on the ESP IV docket that pettaithe Shared Savings Mechanism.
The ESP IV docket contains over 1,000 entries ared 82,000 pages. FirstEnergy
cannot reasonably expect parties in this casdttthebugh all of these documents in an
attempt to figure out what FirstEnergy means wisenefers to "the changes approved by
the Commission in the Companies' Stipulated ESP V.

The Commission should conclude that FirstEnergytsentitled to charge
customers for any shared savings unless it filesnaplete copy of the Shared Savings
Mechanism on the docket in this case, which (ijudes all inputs, assumptions,
methodologies, calculations, and other relevamtrmation, (ii) includes a sample
calculation demonstrating how shared savings waltalculated under the 2017-2019

Portfolio, and (iii) does not rely on citationsdther cases (and especially not vague

3 A similar exhibit is not included in the Applicati.
4 See Application § 7.1.
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citations to entire docket$). Without this information, Ohio consumers — who
FirstEnergy is asking to pay $117 mill{Grin profits to FirstEnergy through the Shared
Savings Mechanism — do not have enough informatdually assess the basis for these
profits.”” See Ohio R. Civ. P. 7(B) (request for relief "shalt with particularity the
grounds therefor")Thomasv. Croft, 2010 U.S. Dist. LEXIS 56950, at *3 (S.D. Ohio
Mar. 8, 2010) (concluding that motion was "too vago allow the Court to grant any
relief").
. THE 2017-2019 PORTFOLIO VIOLATES OAC 4901:1-39-04 BECAUSE
ONE-THIRD OF THE RESIDENTIAL PROGRAM BUDGET IS SPEN T

ON PROGRAMS THAT ARE NOT COST EFFECTIVE AND DO NOT
PROVIDE SUBSTANTIAL NONENERGY BENEFITS TO CUSTOMERS .

The 2017-2019 Portfolio violates OAC 4901:1-39-04Bcause it relies heavily
on programs that are not cost effective and dgprmtide substantial nonenergy benefits.
OAC 4901:1-39-04(B) requires programs in an eleattility EE/PDR portfolio to be
cost-effective.See OAC 4901:1-39-04(B) ("Each electric utility shdkmonstrate that
its program portfolio plan is cost-effective ona@tfolio basis. In general, each program
proposed within a program portfolio plan must ddsacost-effective, although each

measure within a program need not be cost-effetjiv€ost effectiveness is measured

> This is not an issue that can be resolved thranigirogatories, requests for the production of
documents, or depositions. The parameters of hlaee8 Savings Mechanism are part of FirstEnergy's
request for relief in the Application. The Sha&aliings Mechanism has not yet been approved forf-201
2019, and therefore, it does not exist indepengderfitthe Application. There can be no other "facts
regarding the Shared Savings Mechanism that cddibeovered" because the mechanism does not yet
exist. All that exists is FirstEnergy's proposal & Shared Savings Mechanism. If something is not
included in the Application, then it is not parttbé proposal. FirstEnergy cannot file a parteision of
the Shared Savings Mechanism and then claim tkat thire other pieces that it will keep to itseltiltm
party asks.

6 See footnote 13 above.

" Parties should have an opportunity to file supletal objections to the Shared Savings Mechanism if
FirstEnergy files a complete copy.
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using the TRC test for this purpo$eA utility can include a program that is not cost
effective in one limited circumstance: the progrgmmovides substantial nonenergy

benefits.”®

"Nonenergy benefits" are "societal benefits ttmhot affect the calculation
of program cost-effectiveness pursuant to the tesbdurce cost test including but not
limited to benefits of low-income customer partatipn in utility programs; reductions
in greenhouse gas emissions, regulated air emsggsiater consumption, natural
resource depletion to the extent the benefit ohseductions are not fully reflected in
cost savings; enhanced system reliability; or adearent of any other state policy
enumerated in section 4928.02 of the Revised Cde."

The 2017-2019 Portfolio includes the following dematial programs that are not
cost effective under the TRC test: Direct Load GainBehavioral’, Audits &
Education, School Education, HVAC, Smart Thermodtatv Income — New Homes,
and Community Connectioffé. The following Table 1 summarizes the TRC residts

these program® along with the program costs and the projectethga\associated with

each program for 2017-20%9:

8 OAC 4901:1-39-01(F).
" OAC 4901:1-39-04(B).
80 OAC 4901:1-39-01(Q).

81 Behavioral has a TRC score of 1.00 for OE antiésefore just barely cost effectivéee MPS Table 8-
19. Itis not cost effective for CEIl and TH. Table 8-20, Table 8-21.

8 In addition, the following non-residential prograuare not cost effective: Audits & Education — SCI,
Custom Buildings — SCI, Government Tariff Lightif@nly TE is not cost effective), and Agriculturedee
MPS Tables 8-19, 8-20, & 8-21 (pages 107-09).

8 The Low Income — New Homes and Community Connastjgrograms are low income programs that
provide nonenergy benefits as required by OAC 4B39-04(B). The Consumers' Counsel supports low-
income programs and therefore excludes them frasrctiart.

8 See MPS Tables 8-19, 8-20, & 8-21 (pages 107-09); Appion Appendix B-1: Program Cost by
Program Year (page 4 of 4 for each Company); Apfibmn Appendix B-2: Program Savings by Program
Year (for each Company).
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Table 1

OE CEl TE
Program TRC |Cost KWh Savings |[TRC |Cost KWh Savings |[TRC |Cost KWh Savings
Direct Load Control | 0.69] $1,003,972 0] 0.69] $591,209 0] 0.69] $162,207 0
Behavioral 0.91] 54,868,653 73245972 0.88| $1,938,575 27261834
Audits & Education 0.89] $3,786,218 8,535,885| 0.89] $2,651,944 9784111] 0.89| $1,092,726 2555802
School Education 0.93 $2,984,315 9,648,607| 0.93 $1,817,727 7232542] 0.93] $992,181 4002424
HVAC 0.37 $4,319,275| 13,914,103| 0.37| $3,079,548 9611430] 0.37| $1,266,486 4054764
Smart Thermostat 0.55[ $1,958,536 2,449,729] 0.54| $1,533,079 1756986] 0.54|  $587,051 720335
TOTALS $14,052,316| 34,548,324 $14,542,160| 101,631,041 $6,039,226| 38,595,159

The following Table 2 compares the costs and engsagings from non-cost-
effective residential programs to total costs amergy savings from non-cost-effective

residential programs (both excluding low incomegoams):

Table 2
KWh Savings from |KWh Savings

Cost of Non-Cost- Cost of All % of Costs [Non-Cost-Effective |from all % of KWh

Effective Residential [Residential [Not Cost Residential Residential Not Cost

Programs Programs Effective  |Programs Programs Effective
OE $14,052,316| $61,571,440 22.82% 34548324 492,136,164 7.02%
CEl $14,542,160| $43,196,847 33.66% 101631041 350,371,682 29.01%
TE $6,039,226| $18,517,733 32.61% 38595159 142,465,704 27.09%
TOTAL $34,633,702| $123,286,020 28.09% 174,774,524 984,973,550 17.74%

As these charts demonstrate, the Companies praoipaisthey spend a substantial

portion of their budget on programs that are nat effective. Among the three

Companies, residential customers will pay $34.8ionilin program costs for programs

that are not cost effective. This is in additiorotrer $70 million in programs costs for

non-residential programs that are not cost effefivThis is unacceptable and is not

permitted under OAC 4901:1-39-04(B).

Moreover, these programs do not provide "substambiaenergy benefits" and

are thus not exempt from the requirement that beegost effective. FirstEnergy does

8 See Application, Appendix B-1: Program Cost by Prograiear (page 4). These non-residential
programs account for an additional 222,000 MWhrafrgy savings See Application, Appendix B-2:

Program Savings by Year.
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not state anywhere in its Application that anylede programs provide any nonenergy
benefits, let alone "substantial” nonenergy besefithere is no evidence that the
Behavioral, Audits & Education, School Educatio’/AC, and Smart Thermostat
programs provide substantial benefits to low incamgtomers, significantly reduce
greenhouse emissions, regulated air emissionsr s@bsumption, or natural resource
depletion, or substantially enhance system religbil

Under OAC 4901:1-39-04(B), consumers cannot beiredto pay over $100
million dollars for programs that are not cost efiee. Accordingly, Behavioral, Audits
& Education, School Education, HVAC, and Smart Thestats should be removed from
the 2017-2019 Portfoli&’
IV. CUSTOMERS SHOULD NOT PAY COSTS INCURRED TO RESTART

PROGRAMS AND MEASURES THAT FIRSTENERGY UNILATERALLY
CANCELLED FOR 2015 AND 2016.

SB 310 amended R.C. 4928.66(A)(1)(a) to eliminhéeannual energy savings
requirements for the years 2015 and 2016 (commmefiégyred to as the "freezée™).

Utilities had two options for 2015 and 2016: congrtheir current portfolio of programs

% FirstEnergy may attempt to justify the inclusidrtitese programs by arguing that some of them are
"sub-programs" and not "programs" and thereforaatmeed to be cost effective under OAC 4901:1-39-
04(B) (providing that "programs" must be cost efifex unless they provide substantial nonenergy
benefits). OAC 4901:1-39-1(V) defines a "prograam"a "single offering of one or more measures
provided to consumers.”" OAC 4901:1-39-1(0) defiaémeasure" as any "material, device, technology,
operational practice, or educational program thalkes it possible to deliver a comparable leveluzligy

of end-use energy service while using less enerdgss capacity than would otherwise be required."
Based on these definitions, FirstEnergy's "sub-@nog" are "programs,” so OAC 4901:1-39-04(B)
applies, and sub-programs must be cost-effectidereover, the PUCO should not permit FirstEnergy to
elevate form over substance. There is no valitificetion for including programs that FirstEnergiyows
are not cost effective. They should be removerhfiioe Portfolio.

87 see R.C. 4928.66(A)(1)(a) (if the utility achieves culative savings of 4.2%, then “the utility shallno
be required to achieve additional energy savingsat year, but may achieve additional energyregsvi
for that year").
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or seek an amendment to their current portfSlidhe other electric distribution utilities
in Ohio (AEP Ohio, Duke Energy, and Dayton Powelight) all chose to continue their
EEPDR programs for the benefit of customers. Eiretgy was alone in amending its
portfolio to cancel substantially all of its EEPPRograms’®

FirstEnergy cancelled the following residentialgnams and measures for 2015

and 2016%

. Appliance Turn In (refrigerator, freezer, and roaimconditioner
recycling

. School Education

. EE Kits

. Audits & Education (comprehensive audit and on-huoelit)

. Behavioral

. New Homes (townhouse and duplex, condos, singldyfaand
multi-family homes)

. Appliances (clothes washers, freezers, refrigesattghumidifiers,
and water heaters)

. Consumer Electronics (monitors, computers, TVSs)

. Lighting (CFL and LED lamps and fixtures)

. HVAC (heat pump, central and room air conditionéesat pumps,

HVAC maintenance, and furnace fans).

8 See SB 310, § 6available at http://archives.legislature.state.oh.us/bills.cfB¥130 SB 310

89 see Program Cancellation Application { 3; Finding @wdler, Case No. 12-2190-EL-POR (Nov. 20,
2014) (approving the application to amend the pbdfplan).

% See 2015-16 Program Cancellation Application at 2t{stathat all programs not specifically listed
would be suspended for 2015-2016).
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FirstEnergy proposes that each of these programasierted (collectively, the
"Restarted Programs") under the 2017-2019 Portfbli6ollectively, these programs

will cost consumers over $115 million from 2017-861 This is an increase of over $10
million from FirstEnergy's previous portfolf5.

FirstEnergy has not identified what portion of therease in costs for the
Restarted Programs is attributable to the wind-dofshe programs and the resulting
costs associated with starting these programs aip.agror example, restarting programs
that were previously cancelled may require FirstBp¢o incur costs to develop new
program plans and evaluation plans (as opposeadtarjodifying existing plans), hire
and train staff and consultants, develop new margenhaterials for programs to avoid
customer confusion, renegotiate contracts with eesychnd resurrect dormant
information technology systems and update inpud.ddhese costs may not have been
incurred if FirstEnergy had not unilaterally elirated these programs for 2015 and 2016.

Customers should not be required to pay for costsRirstEnergy incurs as a
result of its decision to eliminate EE/PDR progranisiese costs should be excluded
from program costs, and FirstEnergy should notriigled to any other form of recovery

for any costs associated with restarting the Reestdrograms.

%1 See Portfolio Plan § 3.2 (Table 7).
92 see Application, Appendix B-1 (page 4).

93 See Ohio Edison Company Energy Efficiency & Peak DethReduction Program Portfolio (July 31,
2012) at Exhibit B-4, Case No. 12-2190; The Clenél&lectric llluminating Company Energy Efficiency
& Peak Demand Reduction Program Portfolio (JulyZ11,2) at Exhibit B-4, Case No. 12-2190; Toledo
Edison Company Energy Efficiency & Peak Demand R&dn Program Portfolio (July 31, 2012) at
Exhibit B-4, Case No. 12-2190;
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V. THE PORTFOLIO PLAN VIOLATES OAC 4901:1-39-02 BEC AUSE
FIRSTENERGY DID NOT PROVIDE COLLABORATIVE MEMBERS
WITH A MEANINGFUL OPPORTUNITY TO PROVIDE FEEDBACK.

FirstEnergy grossly overstates the level to whigiermitted stakeholders (the
"Collaborative Group") to participate in developiting 2017-2019 Portfolio. OAC
4901:1-39-02 states that the PUCO rules on endfigyeacy programs serve four
purposes: (i) to "encourage innovation and mar&egéss for cost-effective energy
efficiency and peak-demand reduction,” (ii) to "esfe the statutory benchmark for
peak-demand reduction,” (iii) to "meet or exceealgtatutory benchmark for energy

efficiency,” and (iv) to "provide for the participan of stakeholders in developing energy

efficiency and peak-demand reduction programsherenefit of the state of Ohio"

(emphasis addedj. Stakeholder participation in program developmtherefore, is a
fundamental part of the portfolio development pesce

This makes sense: customers pay hundreds of nslbbdollars in program
costs, utility profits (shared savings), lost dsition revenues, and other costs, so they
need to have a real opportunity to provide meaningfibstantive input on a utility's
EE/PDR portfolio.

FirstEnergy, however, denied stakeholders the tgparticipate in the planning
and development of the 2017-2019 Portfolio by (akaing to restart all prior programs,
to target 800,000 MWh in savings per year, anah¢oeiase the shared savings cap to $25
million as part of the Third ESP IV Stipulation aw@thout any input whatsoever from
the Collaborative Group and (b) distributing ongry basic information regarding the

2017-2019 Portfolio for discussion at collaboratimeetings.

9 See also OAC 4901:1-39-04(C)(2) (requiring an electric distion utility to include in its application a
"description of stakeholder participation in pragrplanning efforts and program portfolio developtrign
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A. FirstEnergy made important and costly decision®n programs,
savings targets, and utility profits without any input from the
Collaborative Group.

On December 1, 2015, the Companies signed the HIRI IV Stipulation in
their ESP IV case, in which they agreed to (a)ctigate in 2017 all programs suspended
in their EE/PDR Portfolio Plan in Case No. 12-2 I0POR," (b) "strive to achieve
over 800,000 MWh of energy savings annually,” fcyéase the shared savings cap from
$10 million to $25 million™

Which programs to include or exclude is criticattyportant to customers because
customers are the ones who pay for and potenbalhefit from programs. The energy
savings target is also one of the key featurespafrtolio plan because it has a direct
impact on, among other things, the number of prograffered, the type of programs
offered, the scope of programs offered, the tatat of the portfolio, and the cost
effectiveness of programs and measures. In additisstomers undeniably have a strong
interest in the shared savings cap because eviey dbshared savings is a transfer of
money from the pockets of customers to the poaidetise utility's shareholders.

Yet FirstEnergy made each of these critical denswwithout consulting the
Collaborative Group and without giving the colladtbre group any opportunity to give
input on whether all prior programs should be tesiduced, whether 800,000 MWh was
an advisable (or feasible) target, and whethersarlion shared savings cap was
appropriate. The Collaborative Group should haaenkinvolved in these decisions, but
it was not. FirstEnergy signed the Third ESP I\p&hation on December 1, 2015, but it

did not hold a collaborative meeting on the 20172Portfolio until more than two

% See Third ESP IV Stipulation § E.3.
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months later on February 9, 20¥6By failing to include the Collaborative Group on

these key decisions, FirstEnergy violated OAC 49€8R-02(A), which requires

FirstEnergy to "provide for the participation cakeholders in developing energy

efficiency and peak-demand reduction programsherenefit of the state of Ohio."
B. The materials that FirstEnergy provided to the Wllaborative

Group lacked the detail necessary to evaluate theast
important aspects of the Portfolio.

In its Application, FirstEnergy touts its willingsg to seek guidance from the
Collaborative Group and to make changes to thégarbased on the Collaborative
Group's commentsSee, e.g., Application § 2 ("The Companies actively solidit@put
and suggestions from the Collaborative Group orPiftoposed Plans. Based on feedback
received from the Collaborative Group, the Propd2ledhs were designed to reflect many
of the suggestions received."); Application § 3h€"Proposed Plans are generally
extensions of the Prior Plans, only with additiom&asures, many of which were
requested by members of the Collaborative Groudjtfolio Plan 8 1.2 ("The
Companies' plan development approach balancesckeges of information: . . .

External stakeholder experience and opinions cagttinrough a collaborative process.");
Portfolio Plan 8§ 3.1.5 ("These Plans incorporataynat the Collaborative members'
suggestions.”). The evidence, however, demonstthte FirstEnergy made little effort
to include the Collaborative Group. FirstEnerggkt@ bare minimum of steps so that it
could make the facial claim that it provided infation to the Collaborative Group and

made changes to the Portfolio based on collabaratput.

% In the Application, FirstEnergy claims that it tiel collaborative meeting in December 2015 "at the
onset of the plan development.” FirstEnergy diltl lrocollaborative meeting on December 15, 2015, bu
the 2017-2019 Portfolio was not addressed at thistimg. Regardless, this meeting took place after
parties signed the Third ESP IV Stipulation on Deber 1, 2015.
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FirstEnergy held only two collaborative meetingstioe 2017-2019 Portfolio, one
on February 9, 2016, and one on March 22, 2016ne week prior to the February 9
meeting, FirstEnergy distributed a 37-page present#o the Collaborative Group. The
February 9 presentation included basic informatiorpotential aspects of the 2017-2019
Portfolio, including (a) identifying the 800,000 MWarget, (b) deadlines, (c) a list of
best practices, (d) several bullet points desagiwhat the MPS would accomplish,
(e) 12 pages of charts with brief descriptions (8@ short as one sentence) of potential
sub-programs, and (f) 11 pages of charts listingsuees, without any description, from
FirstEnergy's previous portfolio and some meastivasFirstEnergy was considering for
its 2017-2019 Portfoli@® The presentation does not include material infdiom on
proposed costs, program design, or cost recovechamsms. Furthermore, as
FirstEnergy acknowledged at the beginning of tles@ntation, the information contained
therein was "preliminary," "intended to provide geadly descriptive information," and
"subject to change’®

FirstEnergy distributed a second presentation vaade of the March 22, 2016
collaborative meetingd’® This presentation included additional informat@mprojected

savings, budgets, and a more definitive list ogpaos. The program descriptions

remained brief, however, and the information irs fMesentation is substantially less

97 As discussed above, the December 15, 2015 coliibermeeting did not address the 2017-2019
Portfolio. The May 9, 2016 technical conferencewald after the Application was filed.

% A copy of the February 9, 2016 presentation (febtuary 9 Presentation") is attached to the Lighite
Objection to the Utility's Proposed Schedule by@igce of the Ohio Consumers' Counsel, filed iisth
case on April 29, 2016.

% See February 9 Presentation at 2.

190 A copy of the March 22, 2016 presentation (the féha22 Presentation”) is attached to the Limited
Objection to the Utility's Proposed Schedule by@itce of the Ohio Consumers' Counsel, filed iisth
case on April 29, 2016.
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detailed than the information in the ApplicatioAs in the February 9 Presentation, all
information was "preliminary,” "intended to providenerally descriptive or summary
information,” and "subject to chang&®™

The February 9 Presentation and the March 22 Piagandid not include (a) a
draft of the Application, (b) a draft of the Markesotential Study, (c) a description of the
Shared Savings Mechanism, or (d) an analysis afrpro cost-effectiveness. Nor did
FirstEnergy provide any of these documents or méadron to the Collaborative Group
before FirstEnergy filed its Application.

FirstEnergy's claims throughout the Applicationtttee Collaborative Group
played a meaningful role in developing the 20172Bbrtfolio are false. FirstEnergy
held two meetings that provided only limited infaton, and FirstEnergy did not truly
value the Collaborative Group's input. To the ektbat FirstEnergy implemented
changes suggested by collaborative members, thesges are measure tweaks, at best.
FirstEnergy made final decisions on the vast mgjafi programs, program design,
budgets, incentive payments, cost recovery mechmaniand virtually all other material
details in the 2017-2019 Portfolio without any ibpar opportunity for input, from the
Collaborative Group. FirstEnergy did not "provige the participation of stakeholders
in developing energy efficiency and peak-demandcegdn programs for the benefit of

the state of Ohio.'See OAC 4901:1-39-02(A).

101 500 March 22 Presentation at 2.
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VI.  FIRSTENERGY VIOLATED OAC 4901:1-39-03(A) BY AGR EEING TO
RESTART PROGRAMS THAT ARE PAID FOR BY CUSTOMERS AND
BY AGREEING TO INCREASE ITS SAVINGS TARGET TO 800,000
MWH BEFORE THE MARKET POTENTIAL STUDY WAS
PERFORMED.

FirstEnergy was required to complete a market pitlestudy before filing its
Application so that the portfolio would be propedgsigned and maximize benefits to
consumers. OAC 4901:1-39-03, entitled "Progranmiitey Requirements," prescribes
steps that an electric distribution utility mudtean developing its EE/PDR portfolio
plan. The first requirement under OAC 4901:1-39%<0tat the utility must perform an
"assessment of potential." This is done throughtudicommonly called a "market
potential study.” "Prior to proposing its compresige energy efficiency and peak-
demand reduction program portfolio plan, an eleattility shall conduct an assessment
of potential energy savings and peak-demand remtuétbm adoption of energy
efficiency and demand-response measures withoeitfied territory.” OAC 4901:1-39-
03(A). The MPS is required to include an analg$igechnical potential (reduction in
energy usage or peak demand that would resuléifrtbst efficient measures were
adopted, regardless of ct#é}, economic potential (reduction in energy usagpeak
demand if the most efficient and cost-effective sueas were all adopt&d), and
achievable potential (likely reduction in energage or peak demand taking into account
barriers to customer adoption, including marketaficial, political, regulatory, or
attitudinal barrier®%. In conjunction with the MPS, the utility is alsequired to

"describe all attributes relevant to assessingi@aeasure's] value, including, but not

192 0AC 4901:1-39-01(X).
13 OAC 4901:1-39-01(H).
104 OAC 4901:1-39-01(A).
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limited to potential energy savings or peak-dem@adiction, cost, and non-energy
benefits.” See OAC 4901:1-39-03(A)(4).

The MPS is an important part of the portfolio dagigocess because it guides the
utility in developing programs that can reasonatyiy efficiently provide savings for
customers. Yet FirstEnergy agreed to increassaitggs target to 800,000 MWh (more
than 150% of the statutory benchmark) without teedjit of the MPS, which is designed
precisely for the purpose of determining whethpadicular savings target is feasible.
FirstEnergy also agreed to restart all of its ppiayxgrams before the MPS was
completed. A key element of the MPS, howevehésdetermination that a particular
program is or is not cost effective and therefdreutd or should not be included in the
portfolio. Indeed, as discussed above, the 20118 Bbrtfolio includes programs that are
not cost effective. FirstEnergy included non-cei$éctive programs because including
them was the only way to reach 800,000 MWh (anébse they increase profits, as
discussed above), not because the MPS concludethts® programs were cost
effective.

VIl.  FIRSTENERGY'S PORTFOLIO VIRTUALLY IGNORES LOW INCOME
CUSTOMERS — CUSTOMERS THAT NEED ASSISTANCE THE MOST.

A. The Companies' should more accurately calculatdhe number

of low-income residential customers rather than usig the
Percentage of Income Payment Plan as a proxy.

In estimating the number of low-income residentisdtomers, the Companies use
those customers enrolled in the Percentage of leddayment Program ("PIPP") as of

January 2016 as a proXy. Use of PIPP as a proxy, however, underestimhgsumber

105 5oa Portfolio Plan § 1.1.
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of low-income residential customers because ordgdttustomers below 150% of the
poverty line are eligible for PIPP, but customgrs@ 200% of the poverty line are
considered low income for purposes of FirstEnerigyisincome program&>°

By undercounting the number of low-income customErstEnergy may spend
less money on low-income programs, and achieverlewergy savings in the low-
income sector. Rather than relying on PIPP a®aypthe Companies should use the
best available market research data to arrivenadr& accurate estimate of low-income
customers. This will ensure that program budgat$ofv-income programs are adequate
and reasonable when compared to non-low-incomea@no@udgets. In addition, as
discussed above, the shared savings incentivedgbeutalculated at the sector level, not
the overall portfolio level. Separate savings éésgtherefore, should be established for
residential non-low-income, residential low incoraad nonresidential sectors.

B. The budget for low-income programs is dispropolibnately
low.

The Companies have a total of 1.9 million residdrdustomers, many of whom
are low-income customers. For low-income custonedextricity bills can make up a
substantial portion of the customer's gross incantecan therefore be burdensome. The
Application identifies 159,821 low income custom@fs,775 for OE, 56,864 for CEl,
and 25,182 for TE). As discussed above, howevanyimore than just these customers
are actually low-income customers. The ComparsesRIPP as a proxy for "low-
income." But only customers below 150% of the ptykne are eligible for PIPP,
whereas customers up to 200% of the poverty lineshgible for FirstEnergy's low-

income programs. Because FirstEnergy has not gedwany estimate of how many

190 see Portfolio Plan § 3.2 (page 37).
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customers fall between the 150% and 200% linestEmergy could be grossly
underestimating the number of low-income customers.

FirstEnergy devotes only $2 million of the $125.4lion residential budget —
less than 1.7% — to low-income prograts.Using FirstEnergy's lowball estimate of
159,821 low-income customers, low-income customeake up over 8.5% of the total
residential customer base. The disparity (1.7%efoudget for 8.5% of customers) is
unacceptable, and indeed, the disparity is likalyssantially worse once customers
between 150% and 200% of the poverty line are takenaccount. The $2 million
budget equates to less than $13 per low-incomeest(and again, would be even
lower if those above the 150% line were counted).

In addition, FirstEnergy's commitment to low-incopregrams is not in line with
other electric distribution utilities in Ohio. ABEPhio, for example, devotes 28.3% of its
budget and over $68 per low-income customer onitmame program&”® DP&L's
most recent portfolio devotes 14.7% of its residémtudget and nearly $34 dollars per
low-income customer on low-income prograffis FirstEnergy should cancel the
programs that are not cost effective (discusseaedlend should consider whether to use
the budgets from those programs to bolster itsittmeme programs. The PUCO has

identified benefits of low-income customers as ohthe primary nonenergy benefits in

197 see Application, Appendix B-1 (page 4).

198 ee AEP 2012-2014 Energy Efficiency / Peak Demand Rédn (EE/PDR Action Plan) (Nov. 29,
2011) Table 17 (460,159 low income residential @urs out of 1,162,338 total residential customers)
Table 7 ($31.4 million budget for low income progigout of $110.8 million total residential budget);
Case No. 11-5569-EL-POR. $31.4 million divided4®p,159 = $68.24.

199 see Application of the Dayton Power and Light CompdayApproval of its Energy Efficiency and
Peak Reduction Program Portfolio Plan (Apr. 15,300able 3 ($3,575,736 budget for low income
programs); Table 5 (454,697 total residential anstics); MPS page 16 (23% of households low income).
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an EE/PDR portfolid!® FirstEnergy should be required to place a gréfatars on low-
income programs that is more in line with the nundfdow-income customers serviced
by the Companies and that is more in line with o@kio utilities' focus on low-income
programs.

C. FirstEnergy must substantially increase its effd to increase
participation in low-income programs.

The 2017-2019 Portfolio includes only two low-inceqmrograms: Community
Connections and Low-Income New Homes. Communitgr@ations is not a standalone
program that FirstEnergy administers. Rather, Camity Connections is a program
administered by the Ohio Partners for Affordableiy ("OPAE"). OPAE "uses the
funds from this program to leverage other statel@programs through various
agencies within the State of Ohig* The Low-Income New Homes program "provides
incentives for the construction of new energy é&ficy housing or major rehabilitation
of existing housing for low-income customet§"

FirstEnergy projects that 3,341 low-income custaweall participate in the
Community Connections program and that 48 willipgorate in the Low-Income New
Homes programs per year. This is just over 2% efow-income customers identified
by FirstEnergy, and even less when taking into asttow-income customers above
150% of the poverty line. FirstEnergy must subisédly improve its effort to develop

and design low-income programs that result in higlaeticipation rates.

110 500 OAC 4901:1-39-01(Q).
11 gee Portfolio Plan § 3.1.6.
112 gee Portfolio Plan § 3.2, Table 6.
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VIIl. CONCLUSION

The Portfolio could cost customers over $440 mifltd for EE/PDR programs
over three years. This is an unconscionable amafumbney for customers to pay for a
Portfolio that (i) includes at least $100 millianprograms and measures that are not
cost-effective, (ii) unjustifiably increases the@mt of profits that customers pay to
FirstEnergy by 150%, (iii) manipulates the Sharasli®gs Mechanism to increase utility
profits while decreasing net customer benefity,i(iecludes costs to restart programs that
FirstEnergy unilaterally discontinued in 2015 ai®d &, (v) violates multiple provisions
in the Ohio Administrative Code, and (vi) does vkitle to protect the interests of low-
income customers.

The proposed 2017-2019 Portfolio is poorly desigmeduires consumers to pay
costs that are not just and reasonable, and dae®ne the core regulatory goal of
"developing energy efficiency and peak-demand redlnprograms for the benefit of the
state of Ohio** The PUCO should find that the 2017-2019 Portfolianot be
approved as filed and must be substantially matlii¢ensistent with the Consumers'

Counsel's objections and recommendations.

13 This includes $323 million in program costs, ugid 7 million in shared savings (profits), and an
unknown amount of lost distribution revenues.

14 OAC 4901:1-39-02(A).
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