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PERSONAL BACKGROUND

WHAT IS YOUR NAME AND BUSINESS ADDRESS?

My name is Matthew Brakey, and my business address is 8584 East Washington Street,
Suite #213, Chagrin Falls, Ohio 44023.

BY WHOM ARE YOU EMPLOYED AND WHAT IS YOUR POSITION?

I am employed as the President of Brakey Energy, which provides comprehensive energy
management consulting services in the Ohio market, principally for midsized to large
commercial and industrial customers in Ohio. I am also employed as the President of
Brakey Energy Retail, which provides commissioned brokerage services, targeting the
same market and customer type.

WHAT IS YOUR EDUCATIONAL AND PROFESSIONAL BACKGROUND?

I received my bachelor’s degree in Political Science from Miami University in Oxford,
Ohio in 2004 and a law degree from the Cleveland Marshall College of Law in 2014. I
have spent my entire post-collegiate professional career consulting with and advising
customers on energy usage and management issues in the Ohio market. After I received
my bachelor’s degree, I joined Brakey Energy in 2004 as the Vice President and then
eventually took the role of President of Brakey Energy in 2010, and I have held that same
position since that time to the present.

WHAT ARE YOUR JOB RESPONSIBILITIES?

As President of Brakey Energy, I am responsible for all aspects of the operations of the
business, including the provision of customer services, management of our employees,
and the day-to-day administrative functions of the business. Most of my time is spent

directly interacting with Brakey Energy’s employees and customers in providing our
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energy consulting and management services to our customers.

WHAT SERVICES DO YOU PROVIDE AT BRAKEY ENERGY?

Brakey Energy provides a broad spectrum of services for its commercial and industrial
customers, all related to their electricity and natural gas needs and consumption. Brakey
Energy has built its business being experts on Ohio’s unique rate and regulatory
environment. Our services include electric and natural gas procurement, gas and power
supply contract negotiations, energy efficiency advice and audits, interruptible and
demand response program advice, consulting on transmission and capacity issues and
costs, natural gas and electric utility rates and tariffs, and energy cost savings
opportunities. Through decades of experience providing its services, Brakey Energy has
developed considerable expertise on Ohio’s retail energy markets and those aspects of
PJM Interconnection and the wholesale energy markets impacting or providing cost
savings opportunities for our customers.

WHAT TYPE OF ENERGY MARKET KNOWLEDGE AND EXPERIENCE
HAVE YOU DEVELOPED IN PROVIDING THESE SERVICES?

My role and responsibilities at Brakey Energy relating to consulting with and advising
our customers on numerous and sometimes complex aspects of their energy usage require
that I have a strong working knowledge and expertise on Ohio’s retail energy markets,
competitive supply markets and products, programs offered in the wholesale market or
through PJM Interconnection, and utility rates, procedures and tariff provisions that
impact our customers’ energy consumption and the cost of energy and utility services.
My role and responsibilities at Brakey Energy also require that I develop an in-depth

understanding and knowledge of our customers’ energy consumption requirements and
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characteristics, including consumption patterns and variations, energy demand on
different hours, days and seasons, energy requirements for a customer’s business, demand
response and curtailment capabilities, alternative energy options, and operational issues.
Through my direct work on energy issues with hundreds of commercial and industrial
customers over the past nineteen years at Brakey Energy, I have developed a deep
knowledge of how such customers use energy, can manage energy, and the steps they can
take to save money on energy. Our customers are in a wide variety of industries and
business segments, including manufacturing, chemicals, steelmaking and metals
processing, data centers, machine shops, and retail establishments, and through my
immersion in the energy requirements and consumption in those various industries, I
have developed a strong working knowledge of how tariff rates and terms impact utility
and energy charges and how commercial and industrial customers can manage their
energy in ways that both save on energy expenses and also provide grid-wide benefits.

IS BRAKEY ENERGY CERTIFIED BY THE COMMISSION?

We provide our energy procurement and brokering services through Brakey Energy
Retail LLC, which is certified by the Public Utilities Commission of Ohio as a Power
Broker in the State of Ohio in PUCO Case No. 13-2034-EL-AGG. Brakey Energy Retail
LLC also recently obtained a CRNGS certificate from the Commission in PUCO Case
No. 23-0402-GA-AGG. Brakey Energy provides energy consulting and other related non-
commissioned energy services through a separate entity, Brakey Energy, Inc.

WHAT IS YOUR RELATIONSHIP WITH OHIO ENERGY LEADERSHIP
COUNCIL (“OELC”)?

Many of Brakey Energy’s clients have their interests represented in the Ohio Energy
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Leadership Council (“OELC”) through the Brakey Energy Client Group (BECGQG). |
represent BECG in OELC meetings and otherwise for purposes of OELC membership. I
have also held officer positions with OELC, and am currently serving as the
Secretary/Treasurer of the organization.

WHAT IS BRAKEY ENERGY’S RELATIONSHIP WITH OELC?

Brakey Energy provides energy consulting services to OELC on a flat-fee basis in
support of OELC’s advocacy before the Commission and advice to OELC members.
HAVE YOU EVER TESTIFIED BEFORE THE COMMISSION?

Yes. I submitted written testimony in PUCO Case Nos. 23-0023-EL-SS0O/23-0024-EL-
AAM.

HAVE YOUR EVER SUBMITTED TESTIMONY IN ANY OTHER
REGULATORY PROCEEDING?

No.

HAVE YOUR EVER BEEN ENGAGED AS AN EXPERT IN ANY TYPE OF
PROCEEDING?

Yes, | was engaged as an expert witness on behalf of the plaintiff in the Schwebel Baking
Company, et al. v. FirstEnergy Solutions Corp. litigation relating to surcharges assessed
to commercial and industrial customer electric bills following the 2014 polar vortex. I
was also engaged as an expert witness of behalf of OELC in In the Matter of the
Application of Ohio Power Company for Authority to Establish a Standard Service Offer
Pursuant to R.C. 4928.143 in the Form of an Electric Security Plan, PUCO Case Nos.

23-0023-EL-SS0/23-0024-EL-AAM.
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ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS CASE?
I am providing testimony in this case on behalf of OELC.

PURPOSE OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to discuss certain features of the fifth Electric Security
Plan (ESP V) application filed in this case by Ohio Edison Company, The Cleveland
Electric [lluminating Company and The Toledo Edison Company (“FirstEnergy” or the
“Companies”). Specifically, [ am providing testimony concerning FirstEnergy’s Rider
NMB tariff, and Rider ELR tariff, and changes to those tariffs proposed by FirstEnergy in
its ESP V application.

FIRSTENERGY’S RIDER NMB

WHAT IS FIRSTENERGY’S NON-MARKET-BASED SERVICES RIDER?
FirstEnergy’s Non-Market-Based Services Rider, known as Rider NMB, is used by
FirstEnergy to recover non-market-based transmission-related charges which are imposed
on FirstEnergy by the Federal Energy Regulatory Commission (“FERC”), regional
transmission organizations such as PJM Interconnection, L.L.C. (“PJM”), or other
entities.! The costs that FirstEnergy recovers through Rider NMB include Network
Integration Transmission Service (“NITS”), Regional Transmission Expansion Plan
(“RTEP”) costs, and other PJM charges related to transmission.?

WHEN AND HOW DID RIDER NMB TAKE EFFECT?

Rider NMB has been in place for more than a decade. It was initially authorized by the

I'Source: Ohio Edison Company tariff PUCO No. 11 at Sheet 119; The Cleveland Electric Illuminating
Company tariff PUCO No. 13 at Sheet 119; and The Toledo Edison Company tariff PUCO No. 8 at
Sheet 119.

2 Source: Direct Testimony of Juliette Lawless filed on April 5, 2023, at pp. 7-8.

-5-
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Public Utilities Commission of Ohio (“Commission”) as part of FirstEnergy’s second
electric security plan® and reauthorized as part of FirstEnergy’s third* and fourth? electric
security plans.

Q17. HOW ARE RIDER NMB CHARGES CURRENTLY CALCULATED UNDER
FIRSTENERGY’S TARIFFS FOR COMMERCIAL AND INDUSTRIAL
CUSTOMERS?

A. Commercial and industrial customers are charged under Rider NMB based on monthly
billing demand. Under FirstEnergy’s tariffs, monthly billing demand is generally the
customer’s highest thirty (30) minute integrated demand measured in kW or kVA.° Rider
NMB charges are non-bypassable, meaning the customer pays the charges whether or not
the customer is receiving generation service from a Competitive Retail Electric Service
(“CRES”) supplier. The Rider NMB Rates customers pay vary based on FirstEnergy
distribution utility and rate schedule.’

Q18. WHAT IS THE RIDER NMB PILOT PROGRAM?

A. The Rider NMB Pilot Program was established when the Commission approved the

Stipulation in FirstEnergy’s ESP IV case, and made effective June 1, 2016.% Participants

3 ESP II, Opinion and Order (August 25, 2010). Case No. 10-388-EL-SSO.

4 ESP III, Opinion and Order (July 18, 2012). Case No. 12-1230-EL-SSO.

3> ESP IV, Opinion and Order (March 31, 2016). Case No. 14-1297-EL-SSO.

® Depending on service voltage, the monthly billing demand may also equal the minimum kW or kVA
values specific in the FirstEnergy tariffs or the customer’s “Contract Demand” as defined in the tariff.

" Source: Ohio Edison Company tariff PUCO No. 11 at Sheet 119; The Cleveland Electric Illuminating
Company tariff PUCO No. 13 at Sheet 119; and The Toledo Edison Company tariff PUCO No. § at
Sheet 119.

8 ESP 1V, Opinion and Order (March 31, 2016). Case No. 14-1297-EL-SSO. The Pilot Program was
initially only made available to certain customers and sponsoring groups, although the Commission
rejected arguments that the program was discriminatory, finding in its Fifth Entry on Rehearing that
“Customers who may benefit from participation in the Rider NMB pilot program should work with Staff
and the Companies to determine if the customers’ participation is appropriate, and the customer may then
file an application with the Commission under R.C. 4905.31 for permission to participate in the Rider

-6-
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in the Rider NMB Pilot Program are subject to cost recovery by FirstEnergy for the same
PJM billing line-item charges that get applied by FirstEnergy to customers charged under
Rider NMB. However, the manner in which these costs are charged to participants in the
Pilot Program differs in material ways. First, FirstEnergy removes Rider NMB charges
from its distribution utility bill to Pilot Program participants, and instead makes those
charges the responsibility of the CRES supplier providing competitive retail electric
service to the customer.’ Furthermore, the way those transmission charges are calculated
by the CRES supplier conducting the billing for Rider NMB line-item charges differs
from the Rider NMB tariff. Rather than basing those charges on monthly billing demand,
as FirstEnergy does under its Rider NMB tariff, the CRES supplier generally calculates
those charges based on the customer’s Network Service Peak Load (“NSPL”) value. As
of March 1, 2023, there were seventy-six (76) customers representing one hundred and
eight (108) accounts in the Rider NMB Pilot Program. !°

COULD YOU EXPLAIN WHAT NETWORK SERVICE PEAK LOAD (“NSPL”)
IS AND HOW THAT VALUE IS DETERMINED FOR CUSTOMERS WITH
INTERVAL OR ADVANCED METERS?

Network Service Peak Load (NSPL) is a customer’s average load, that may be scaled for

line losses and weather normalization, during the annual five coincident peaks (5CPs)

NMB pilot program, and the Commission will determine if such participation is in the public interest.”
ESP 1V, Fifth Energy on Rehearing (Oct. 12, 2016), § 309.

? Under the Rider NMB Pilot Program, participants must receive generation service from a CRES,
although an exception was made in late 2022 and early 2023 to accommodate participants wishing to
return to utility default service. Those Pilot Program participants were manually billed Rider NMB
charges by FirstEnergy for that discrete time period. See Entry dated November 2, 2022, in PUCO Case
No. 21-1205-EL-AEC.

10 Source: Review of the Non-Market-Based Services Riders Established by Ohio Edison Company, The
Cleveland Electric llluminating Company, and The Toledo Edison Company and Associated Pilot
Program dated July 2023 prepared by Exeter Associates, Inc., Case No. 22-391-EL-RDR, at p. 7.

-7 -
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within the FirstEnergy Ohio zone (ATSI Zone), which are the five single hours in the
measurement year with the highest metered demand for electricity in that zone, provided
they occur on different days.!! If the ATSI Zone’s single highest hourly peak or 1CP
occurs in the winter (December 1 — March 31), then a customer’s NSPL is based on their
load during the five highest winter ATSI Zone peak hours. If the ATSI Zone’s 1CP
occurs in the summer (June 1 — September 30), then a customer’s NSPL is based on their
load during the five highest summer ATSI Zone peak hours. Historically, the ATSI
Zone’s peak occurs in the summer and therefore the SCPs occur in the summer season.
The average hourly demand in kW at which a customer consumes power during the ATSI
Zone’s 5CPs between the 12-month measurement period spanning November 1 and
October 31, multiplied by a scaling factor for voltage service level line losses'? and a
reconciliation factor'? for weather normalization, establishes a customer’s NSPL value
for the following calendar year.'* For example, a customer’s load during the ATSI
Zone’s 5CPs between November 1, 2022 through October 31, 2023 will establish a
customer’s NSPL value for the entire calendar year of 2024 (January 1, 2024 through
December 31, 2024). Then, effective January 1, 2025, the customer’s NSPL value will
change based on the customer’s load during the ATSI Zone’s SCPs between November 1,
2023 through October 31, 2024. The NSPL value for the account at issue will continue to

change on an annual basis depending on the customer’s demand during the ATSI Zone’s

' The ATSI Zone encompasses the service territories of FirstEnergy’s Ohio electric utility companies.
See https://www.pjm.com/library/~/media/about-pjm/pjm-zones.ashx

12 Source:

https://www.firstenergycorp.com/content/dam/supplierservices/files/eligibility/Eligibility List File.pdf
13 The reconciliation factor varies by FirstEnergy Ohio operating company and is updated annually.

14 Source: https://firstenergycorp.com/content/dam/supplierservices/files/supplier-
registration/PJIMCapacityManualOH.pdf
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5CPs. If an interval or advanced metered customer does not have data at the time of all
5CPs, then the average hourly load will be based upon the readings during any of the
5CPs that are recorded.

HOW IS THE NSPL VALUE DETERMINED FOR A CUSTOMER THAT DOES
NOT HAVE AN INTERVAL OR ADVANCED METER IN PLACE PRIORTO A
SUMMER CP SEASON?

For “monthly metered” FirstEnergy customers,'> the average load that forms the basis of
their NSPL calculations is determined to be the average hourly meter readings during the
5CPs of their load profile assigned by FirstEnergy.'® In addition to this average load
being multiplied by lines losses and a reconciliation factor for weather normalization,
there is an additional scaling factor called the “Customer Factor” used as a multiplier.'”
For a monthly metered customer, this Customer Factor is equal to the “customers usage
taken from monthly meter readings during the peak season divided by the respective
Class Usage.”!'® New customers with no prior load history, regardless of meter type, will
be assigned to the average NSPL for the applicable profile class'® it has been assigned by

FirstEnergy.?’

15 Customers that do not have interval or advanced meters, whose meters are read on a once-month-basis
without granular hourly interval data.

16 Source: https:/firstenergycorp.com/content/dam/supplierservices/files/supplier-
registration/PJIMCapacityManualOH.pdf

17 For customers with an interval or advanced meter, their Customer Factor is equal to 1.

18 See Footnote 12. Class Usage is the aggregate of the hourly values of the Profile Load for the same time
frame as the customer monthly season meter reads.

19 Default NSPL values by class profile for the 2023 calendar year can be found at
https://www.firstenergycorp.com/content/dam/supplierservices/files/load-

profile/OHSummaryDefaultsFactors.pdf

20 Source: https:/firstenergycorp.com/content/dam/supplierservices/files/supplier-
registration/PJIMCapacityManualOH.pdf
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WHAT OUTCOME OR CONDUCT DOES TRANSMISSION BILLING BASED
ON NSPL VALUES INCENTIVIZE?

Transmission billing based on NSPL values incentivizes customers who are able to
reschedule, curtail, or minimize their load (“peak load shaving”) during the times when
the load on ATSI’s transmission zone is anticipated or forecasted to register as one of its
five highest hourly annual levels or SCPs. That is because customers billed for
transmission charges based on NSPL values will have their transmission billing
determinant for an entire calendar year set by the customer’s load during those SCP
events in the ATSI Zone. If a customer is not actively managing its load during those
5CP events by curtailing or minimizing electricity usage during those hours, that
customer could end up paying significantly more for transmission charges through their
CRES. Because it is very difficult to predict SCP events with anywhere close to 100%
accuracy, a customer actively managing its load for minimizing their NSPL value must
necessarily conduct peak load shaving during multiple periods throughout the year for
anywhere from one to seven hours at a time, depending on numerous factors driven
predominantly by the weather. Even then, accurately hitting all SCPs has become
exceedingly difficult in the past several years as a result of unpredictable weather
patterns, historically cool summers in ATSI, and increasingly active peak load shaving
activity by customers in the ATSI Zone. Accordingly, transmission billing based on
NSPL values incentivizes peak load shaving during multiple periods of potential SCP
events during the year, and the increasing difficulty of forecasting SCP hours with
accuracy has required more frequent peak load shaving with greater duration. Indeed,

there are customers that have chosen to simply adjust their shifts in order to minimize

-10 -
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summer afternoon load rather than aggressively CP manage via curtailments in response
to daily grid conditions.

DOES PEAK LOAD SHAVING PRESENT ANY BENEFITS TO THE UTILTY,
ITS SYSTEMS OR OTHER UTILITY CUSTOMERS?

Yes.

COULD YOU DESCRIBE THOSE BENEFITS?

Peak load shaving provides stability to the ATSI Zone in particular, and the PJM electric
grid as a whole, during times when the balance of the supply and demand on the zonal or
regional grid may be the most vulnerable. In particular, ATSI’s 5CPs have historically
occurred on hot and humid summer afternoons or early evenings. During those times,
customers in ATSI’s territory — especially the most vulnerable populations — are relying
upon the electric grid to maintain indoor temperatures at safe and habitable levels.
Maintaining grid stability and electricity availability during hot weather events can
literally be a life-and-death issue, as demonstrated by heat related deaths in Ohio.?! Peak
load shaving thus plays a critical role in supporting grid stability during times of high
demand. From a cost perspective, peak load shaving also allows for ATSI’s transmission
system to operate more efficiently, requiring less iron-in-the-ground investments thus
helping to keep transmission costs down for all customers. The benefits of voluntary peak
load shaving by customers able to curtail their load is especially important at this time,
with ATSI forecasting continued growth of seasonal peak loads in its Ohio service

territory over the proposed term of ESP V (April 1, 2024 — March 31, 2032).%2

2l Source: https://www.wlwt.com/article/heat-wave-turns-deadly-with-3-ohio-deaths/3523555
22 Source: FirstEnergy’s PUCO Form FE-T2, page 5 of FirstEnergy’s and ATSI’s 2023 Electric Long-
Term Forecast Report, filed April 4, 2023, in PUCO Case No. 23-504-EL-FOR.

-11 -
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FirstEnergy’s forecasted load growth is also consistent with inquiries Brakey Energy has
received from high-consumption companies looking to locate in that service territory.
WHAT TYPES OF COMMERCIAL OR INDUSTRIAL CUSTOMERS MAY BE
BENEFITTED BY USING NSPL VALUES FOR TRANSMISSION CHARGES?
Commercial and industrial customers that may benefit from transmission billing based on
their NSPL values instead of monthly billing demand are customers that are not weather
sensitive (i.e., those with minimal space cooling loads), those that have the operational
flexibility to predominantly run during hours in which CPs are unlikely to occur, those
that have the ability to curtail load during on-peak hours and/or shift load to off-peak
hours, or those who have significant on-site generation or battery storage resources that
can provide power to the customer without drawing from the grid. Examples of such
customers include steel mills, data centers, and certain manufacturers that are able to
curtail business operations on short notice. It should be noted that in my experience the
universe of commercial and industrial customers that can either feasibly curtail load on
short notice or materially adjust production schedules while maintaining overall business
viability is relatively modest in number, although those customers are typically very large
energy users and thus represent a disproportionately large portion of the overall system
load. For instance, a single steel mill or data center may be able to voluntarily curtail 50
MW or more of load during anticipated system peaks, which would be the equivalent of
dozens or even hundreds of smaller businesses curtailing electricity usage
simultaneously. Thus, large users performing peak load shaving can have a significant
beneficial impact on system reliability when compared to smaller users for which it is not

economically or logistically feasible to curtail load.

-12 -
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WOULD ALL COMMERCIAL AND INDUSTRIAL CUSTOMERS BENEFIT
FROM USING NSPL VALUES FOR TRANSMISSION CHARGES?

No. Many commercial and industrial customers, particularly those that are weather
sensitive and must condition facilities for building occupants or temperature-sensitive
products, operate predominantly during on-peak hours and do not have the ability to
curtail their load or shift their operations to off-peak hours. Those customers would
generally not benefit from using NSPL values for transmission charges. Over the long
term, such customers would likely end up paying significantly more for transmission
charges than under the current monthly billing demand framework. For example, a
weather sensitive customer such as a grocery store could have a relatively high NSPL
value assigned to it if the customer was running refrigeration and air conditioning during
hot summer afternoons that end up setting the ATSI Zone’s SCPs. That high NSPL value
would be used to bill the transmission charges to that customer during an entire calendar
year, even during the cooler shoulder months when the customer’s monthly peak demand
would be significantly lower. This example demonstrates the importance of the Rider
NMB Pilot Program, as the program permits eligible customers able to conduct peak load
shaving to be part of that program, while not burdening many other customers that are not
able to curtail with high billing determinants that form the basis for the calculation of
Rider NMB transmission charges from FirstEnergy.

DOES THE CURRENT RIDER NMB PILOT PROGRAM PROVIDE BENEFITS
TO FIRSTENERGY’S SYSTEM AND CUSTOMERS?

Yes.

-13 -
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COULD YOU PLEASE DESCRIBE THOSE BENEFITS?

By billing pilot program participants for Rider NMB charges based on their assigned
NSPL values, the Rider NMB Pilot Program incentivizes voluntary peak load shaving.
The many benefits of incentivizing voluntary peak load shaving, particularly among large
energy users, are described in detail in my response to Question No. 23. To recap, Rider
NMB pilot program participants who have the ability to peak load shave are incentivized
to minimize their load during times when the demand and strain on ATSI’s and PJM’s
electric grid are the highest. In this way, Rider NMB pilot participants help ATSI’s
system and customers by offsetting any potential imbalances between supply to and
demand on the grid in a way that helps ensure the resiliency and reliability of the electric
grid for all customers. The impact of that voluntary peak load shaving is evident in the
information produced by FirstEnergy in this case, and in particular the information shown
in Exhibit MB-1 attached to this testimony and filed under seal, which shows that for the
five-year period from March 2019 through July 2023 (the majority of the term of ESP
IV) the aggregate monthly SCP demand for customers participating in the Rider NMB
pilot program has consistently been substantially lower than the aggregate average
monthly billing demand, ranging from about 42% to about 51% of the aggregate average
monthly billing demand, representing a reduction in real terms of up to 686.5 MW in
2022 during that approximately five-year period.?* These benefits are particularly critical
to preserve at this time in light of the continued peak demand load growth forecasted by
ATSI for its service territory during the term of ESP V, which growth could present

challenges to reliability as demand increases and extreme weather events continue to

2 Source: Document produced by FirstEnergy as OELC Set 01-INT-001 Attachment 1
CONFIDENTIAL.
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occur.
ARE YOU FAMILIAR WITH THE AUDIT CONDUCTED BY EXETER

ASSOCIATES, INC. OF RIDER NMB?

A. Yes, | have reviewed the audit report prepared by Exeter Associates, Inc. (“Exeter”) of
FirstEnergy’s Rider NMB that was filed on July 17, 2023, in PUCO Case No. 22-391-
EL-RDR.

Q29. WHAT WERE SOME OF THE FINDINGS OF EXETER’S AUDIT REPORT?

A. In its audit report, Exeter found that the quantified benefits of the Rider NMB Pilot

Program outweighed the costs, with an aggregate savings of over $230 million in
transmission costs for all FirstEnergy customers over the six-year period from March
2017 through February 2023.2* Exeter also found that the participants in the Rider NMB
Pilot Program consistently curtailed their load during anticipated SCP events in ATSI,
while non-program participants generally did not. In my view, this demonstrates the
benefits of the pilot for those participants who have the operational flexibility and
sophistication to actively manage their energy load during hours of expected SCP events.
The Exeter audit clearly demonstrated that participants in the Rider NMB pilot program
conducted peak load shaving on a routine basis, thus significantly contributing to lower
overall system peaks during SCP events, which translates into transmission savings for all

FirstEnergy customers.

24 Source: Review of the Non-Market-Based Services Riders Established by Ohio Edison Company, The

Cleveland Electric llluminating Company, and The Toledo Edison Company and Associated Pilot
Program dated July 2023 prepared by Exeter Associates, Inc., Case No. 22-391-EL-RDR, at pp. 1-2.
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Q30. DID EXETER’S AUDIT REPORT PROVIDE ANY VISUALS TO COMPARE

LOAD BETWEEN NMB PILOT PROGRAM PARTICIPANTS AND

CUSTOMERS NOT ENROLLED IN THE PILOT PROGRAM DURING A

HISTORICAL ATSI ZONE 5CP?

A. Yes, Figure 4 from Exeter’s audit report?’ illustrates the capabilities of Commercial and

Industrial (C&I) Rider NMB Pilot Program participants to actively curtail during or shift

load outside of a SCP hour as compared to non-pilot C&I customers. The charts from that

report, copied below, show average load in kW for six comparison customer groups on

June 15, 2022. The hour ending 4:00 PM (16:00 EPT) on June 15, 2022 was the highest

hourly load in ATSI during the summer of 2022.

Date: 2022-06-15; Peak: 1

Active Pilot C&l Customers

6,500

6,000

5.500

5,0004

4,500

26

24

22

20

4 8 12 16 20
Non-Pilot C&l Customers
4 8 12 16 20

24

Active Pilot Commercial Customers

1,250

1,200

1,150

1,1004

1,050

1,000

MW

4 8 12 16

20

24

Non-Pilot Commercial Customers

20

9,000

8,500

8,000

7,500

7.0004

6,500

6,000

Active Pilot Industrial Customers

4 8 12 16 20

Non-Pilot Industrial Customers

Exeter utilized these charts to provide evidence of aggressive load curtailments by Rider

NMB pilot participants during a SCP hour in the ATSI Zone. I believe that what Exeter

failed to acknowledge in their report is that many pilot customers are consciously

5 See Exeter audit at page 24.
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scheduling their shifts around high probability CP hours in the summer and therefore are
not engaged in active curtailments in response to any given day’s grid conditions. For
example, I am aware of forges and foundries that will operate off peak to avoid potential
ATSI Zone CP hours along with take advantage of other market price signals. These
proactive load reductions, via either curtailment or savvy scheduling, represents several
hundred MWs and helps ensure the resiliency and reliability of the electric grid for all
customers during these events.?®

DOES PEAK LOAD SHAVING DURING ATSI GRID PEAKS RESULT IN
REDUCED TRANSMISSION COSTS FOR RIDER NMB PILOT PROGRAM
CUSTOMERS?

Yes, if Rider NMB pilot program customers peak load shave during the ATSI 5CPs in a
way that lowers their NSPL below their average monthly billed demand, they can lower
their monthly transmission costs.

DOES THE RIDER NMB PILOT PROGRAM SHIFT TRANSMISSION COSTS
TO OTHER FIRSTENERGY CUSTOMERS?

In my opinion, that has not been established. In its audit report, Exeter claims the
existence of the Rider NMB Pilot Program resulted in a $107.7 million cost shift paid by
non-Pilot participants over the six-year period from March 2017 through February 2023,
with some years (2021 and 2022) involving a negative cost shift meaning non-Pilot
participants actually paid /ess those years as a result of the pilot’s existence.?” Exeter also

concluded that non-participating large C&I customers absorbed the greatest cost shift,

26 See Exhibit MB-1, filed under seal.

27 Source: Review of the Non-Market-Based Services Riders Established by Ohio Edison Company, The
Cleveland Electric llluminating Company, and The Toledo Edison Company and Associated Pilot
Program dated July 2023 prepared by Exeter Associates, Inc., Case No. 22-391-EL-RDR, at pp. 19-20.
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with only 7.3% of those costs shifted to residential customers. For example, Exeter
calculated about $1 million in costs shifted to residential customers in the March 2017 —
February 2018 time period using a “no pilot” counterfactual analysis.?® However, I have
questions about Exeter’s counterfactual analysis that are not thoroughly explained in its
audit report. For instance, the analysis may not properly account for those customers that
reschedule work shifts to avoid high probability ATSI CP hours. Actively curtailing
during potential ATSI CP hours is not the only way to respond to transmission price
signals, and active curtailments can carry significant costs: Employee downtime, wasted
materials, reduced inventory, and failure to meet orders to name just a few. Rescheduling
shifts solves many of these problems. Further, Exeter’s counterfactual analysis suggest
that it is based on an assumption that Rider NMB Pilot Participants do not reduce their
load. The figure and table accompanying Exeter’s cost-shift counterfactual analysis
describe how Exeter made a “No Load Reduction” assumption for its analysis, although
Exeter does not provide any further explanation regarding that assumption. If Exeter
applied such an assumption, that could have resulted in a faulty cost-shift analysis in light
of Exeter’s conclusion later in its audit that “it appears that Pilot participant load is
substantially lower than non-Pilot customer load during all three sets of relevant peak
hours [set out in Table 3]?° and that “it appears that Pilot customers alter their load from

their normal patterns while non-Pilot customers do not.”>°

B Id. atp. 18.
? Id. at Figure 3 (p. 19) and Table 2 (p. 20).
0 1d. atp. 24.
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INITS ESP V APPLICATION, HOW IS FIRSTENERGY PROPOSING TO
CHANGE RIDER NMB AND ITS PILOT PROGRAM?

FirstEnergy is proposing to completely overhaul Rider NMB. First, it is proposing to
entirely eliminate the Rider NMB Pilot Program. Second, FirstEnergy proposes to
rename their current Rider NMB to Rider NMB 1 and add a rate known as Rider NMB 2.
Non-residential customers with a monthly meter will be billed for transmission according
to their monthly billing demand and FirstEnergy’s Rider NMB 1 rate. Non-residential
customers with advanced or interval meters would be billed the Rider NMB 2 rate based
on their NSPL value — either based on actual consumption during ATSI’s SCPs or as
artificially and administratively determined by FirstEnergy as I stated in my answers to
Questions No. 19 and 20.

DO YOU HAVE ISSUES WITH FIRSTENERGY’S PROPOSED CHANGES TO
RIDER NMB?

Yes.

COULD YOU PLEASE SUMMARIZE THOSE ISSUES?

FirstEnergy’s proposed changes to Rider NMB are premature, arbitrary, and
discriminatory because:

1. Only a minority of FirstEnergy non-residential customers have interval or
advanced meters;

2. FirstEnergy has proposed to switch all non-residential customers with interval or
advanced meters to NSPL billing based on the Rider NMB 2 rate without performing any

customer specific bill impact analysis;

-19-



10

11

12

13

14

15

16

17

18

19

20

Q36.

PUBLIC VERSION - REDACTED

3. The use of metering technology as the arbitrary criteria for billing under the Rider
NMB 1 or 2 rate will determine winners and losers among customers within the same
industry with similar load shapes; and

4. Of the customers that have interval or advanced, NSPL based billing for a
customer who transitions from a monthly meter to an interval or advanced meter will
initially be based on an artificially and administratively determined value.

In contrast to the proposal made by FirstEnergy and the different possible scenarios as
recommended by Exeter in its report,*! a migration to NSPL-based billing for
transmission needs to happen gradually through an expansion of the Rider NMB Pilot
Program and on a non-discriminatory basis after all non-residential customers have
advanced or interval meters in place that have recorded a summer of SCP consumption.
HOW MANY NON-RESIDENTIAL CUSTOMERS ACROSS FIRSTENERGY’S
THREE OPERATING COMPANIES HAVE ADVANCED OR INTERVAL
METERS?

The percentage of non-residential customers in the Ohio Edison Company service
territory The Cleveland Electric Illuminating Company service territory, and The Toledo
Edison Company service territory with advanced or smart meters is 27%, 37%, and 37%,
respectively.’? The percentage of FirstEnergy non-residential customers who have
advanced or interval meters is broken down by operating company and tariff in Table

MB-1:

31 In making its recommendations in its audit report, Exeter does not appear to take into account the fact

that most non-residential customers do not have an advanced or interval meters, and the challenges that
would present to Exeter’s recommendation of having a CRES be responsible for billing all transmission

charges currently assessed through Rider NMB.
32 Source: FirstEnergy’s response to PUCO-DR-010 - Supplemented and Revised, attached as Exhibit

MB-3.
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Customers Eligible Cl.ls.tomers % of
Eligible for
. for Monthly Demand Customers
FirstEnergy R NSPL Based .
. . Based Billing on - with Advanced
Operating Tariff . Billing on
Proposed Rider NMB . or Interval
Company 1 Proposed Rider Met
(A) NMB 2 (BY/(A+B)
(B)
GS 81,730 30,238 27%
. . GP 509 652 56%
Ogg’mEiljon GSU 7 97 93%
patty GT 1 187 99%
Total 82,247 31,174 27%
GS 49,086 29,008 37%
The Uleveland ™Gp 40 90 69%
luminatin GSU 233 340 59%
cor 08 [ GT - 15 100%
pany Total 49,359 29,453 37%
GS 21,720 12,341 36%
. GP 273 266 49%
Toledo Bdison [ Gg1y i g 100%
patty GT 4 62 94%
Total 21,997 12,677 37%

Q37. SHOULD FIRSTENERGY BILL RIDER NMB CHARGES TO ANY NON-

Q38.

RESIDENTIAL COMMERCIAL AND INDUSTRIAL CUSTOMER THAT HAS

AN ADVANCED OR INTERVAL METER BASED ON THEIR NSPL?

No.

DOES AN ADVANCED OR INTERVAL METER ALLOW A NON-

RESIDENTIAL CUSTOMER TO MANAGE ITS LOAD DURING POTENTIAL

SCP EVENTS?

FirstEnergy stated in discovery that “customers with interval or advanced meters have the

33 Source: FirstEnergy’s response to PUCO-DR-010 — Supplemented and Revised, attached as Exhibit

MB-3.
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