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On December 11, 2004, the Pennsylvania Public Utility Commission (“Commission”) published an Advance Notice of Proposed Rulemaking Pertaining to Adding Inspection and Maintenance Standards for the Electric Distribution Companies (“EDCs”).  34 Pa. B. 6550 (Dec. 11, 2004) (“ANOPR”).  The Pennsylvania AFL-CIO Utility Caucus (“AFL-CIO”) filed Comments in response to the ANOPR on February 8, 2005.  Most of Pennsylvania’s EDCs
, as well as the Office of Consumer Advocate (“OCA”), Office of Small Business Advocate, and Pennsylvania Utility Contractors Association, also filed comments  in response to the ANOPR.  In accordance with the schedule established by the Commission, AFL-CIO files these Reply Comments to the comments filed by the EDCs.


Without exception, the EDCs state that the Commission is not required to issue specific inspection and maintenance standards, and the EDCs urge the Commission to allow EDCs to determine for themselves the appropriate way to inspect and maintain their distribution systems.  Importantly, none of the EDCs even refer to, let alone offer an interpretation of, the relevant provision in the Electricity Generation Customer Choice and Competition Act (“the Act”).  As AFL-CIO and OCA discuss in their Comments, and as the Commission itself mentions in the ANOPR, the Act imposes a non-discretionary requirement on the Commission to “set through regulations, inspection, maintenance, repair and replacement standards and enforce those standards.” 66 Pa. C.S. § 2802(20).  


The Act, therefore, requires the Commission to promulgate regulations and to enforce those regulations.  The Commission must reject the EDCs’ position that there is no need for the Commission to issue regulations on this important topic.


Moreover, the EDCs’ comments reflect a fundamental misunderstanding of the role of inspection, maintenance, repair, and replacement regulations.  The EDCs state that the Commission will be able to ensure the reliability of service to customers through a combination of the reliability benchmarks established by the Commission and the reliability reports that EDCs are required to file.  52 Pa. Code §§ 57.194 and 57.195.  Those benchmarks and reports, however, serve a different purpose than would be served by inspection and maintenance standards.


The reliability benchmarks and reports provide an historical representation of the aggregate performance of an EDC’s distribution network.  With the exception of plans to correct serious deficiencies that have occurred, the benchmarks and reports do not address the future.  Their focus, and rightly so, is on past performance.


The purpose of inspection and maintenance standards is different.  Inspection and maintenance standards are forward-looking in nature.  They are designed to prevent, or at least minimize, problems in the future.  Inspection and maintenance cycles for different types of facilities may take many years to fully implement and, therefore, may not have an immediate impact on reliability statistics.  But over the long term, sound inspection and maintenance practices will help EDCs provide the level of service reliability that the Commission, and the Commonwealth, expect.


Moreover, inspection and maintenance standards serve two additional purposes that are not served by the Commission’s reliability benchmarks and reports.  


First, and perhaps most importantly, inspection and maintenance standards help to ensure the safety of the utility’s facilities.  By properly inspecting and maintaining facilities, EDCs will not only identify problems that could lead to outages, they also will identify problems that may pose a risk of harm to the utility’s workforce (for example, identifying facilities that have not been properly installed by other pole users, such as cable companies), the public (for example, deteriorated poles, stray voltage, or damaged pad-mount transformers), or the environment (for example, leaking transformers).


Second, reasonable inspection and maintenance standards also help to ensure that utilities are providing safe and reliable service at a reasonable cost.  Such standards prevent EDCs from deferring maintenance.  Deferrals and neglect might help the utility’s profitability in the short term (particularly between rate cases), but can result in much higher overall costs in the long term.  For example, failing to follow appropriate inspection and maintenance procedures can result in utilities having to replace neglected equipment that could have remained in service if it had been properly maintained.


As AFL-CIO discussed in its Comments, the Act recognizes that extended rate caps coupled with allowing utilities to invest in potentially more profitable unregulated ventures might create an incentive for EDCs to defer maintenance and otherwise fail to invest in their regulated, distribution operations.  The establishment of inspection and maintenance standards is explicitly required by the Act in order to prevent utilities from engaging in this potentially unsafe and uneconomical conduct.


In addition to the mandate contained in the Act, Commission regulation of utility inspection and maintenance practices is authorized by other provisions of the Public Utility Code.  Specifically, section 1504, entitled “Standards of service and facilities,” authorizes the Commission to prescribe “as to service and facilities … just and reasonable standards, classifications, regulations and practices to be furnished, imposed, observed and followed by any or all public utilities.”  66 Pa. C.S. § 1504(1).  Thus, the law has long recognized the important role of the Commission in ensuring that utilities are operated and maintained in a safe and cost-effective manner.  Rather than “micromanaging” the utilities, as some of the EDCs suggest, the adoption of inspection and maintenance standards is simply a logical, not to mention statutorily required, step to ensure the safety and reliability of utility service, both now and in the future.


In summary, the Commission must reject the EDCs’ position.  The Commission is required to adopt regulations governing minimum levels of inspection, maintenance, repair, and replacement of electric distribution system facilities.  Moreover, even if the Act did not require such regulations, the Commission still would have the authority to adopt such regulations to ensure the safe, reliable, and cost-effective operation of electric utility facilities.  Finally, the standards recommended by AFL-CIO and OCA are not unduly burdensome and reflect standard utility operating practices, at least as they existed before restructuring encouraged some EDCs to divert their maintenance resources to unregulated ventures.


WHEREFORE, AFL-CIO respectfully requests the Commission to propose regulations to establish specific inspection, maintenance, repair, and replacement standards for electric distribution utilities, as described in the Comments filed by AFL-CIO and the OCA and as required by the Act.  
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� AFL-CIO has obtained copies of comments filed by Citizens’ Electric Co., Duquesne Light Co., FirstEnergy Corp., PECO Energy Co., PPL Electric Utilities Corp., UGI Utilities Inc., and Wellsboro Electric Co.  Thus, it appears that all of Pennsylvania’s major EDCs filed comments except Allegheny Power Co.
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