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STATEMENT OF VICE CHAIRMAN CAWLEY
Before the Commission is the stratified management and operations audit of Metropolitan Edison Company, Pennsylvania Electric Company, and Pennsylvania Power Company (“First Energy”).  The Bureau of Audits staff and Barrington-Wellesley Group, Inc. deserve our thanks for their efforts on this report.  Their hard work identified net annual or recurring benefits of $6.8 to $28.8 million annually from implementation of their 50 opportunities for improvement.  
Unfortunately, not all of these benefits will accrue to Pennsylvania’s customers because eight of the suggested improvements were rejected by First Energy.  From the report, our staff concluded that First Energy is generally not willing to devote significant efforts or resources to exceed minimum requirements and/or minimum expectations of outside parties, including this Commission.  This attitude appears to be reflected in the relatively poor historical performance of the First Energy companies regarding reliability standards and other measures of operational efficiency.  System Average Interruption Duration Index (SAIDI) scores for all three companies did not improve during the time of this audit, and actually deteriorated significantly from the 2003 levels.  Penelec had nine feeders that remained on the 5% worst performing list for more than a year, and Met-Ed had three.  The report also notes that the Pennsylvania companies’ uncollectible expense performance trailed that of First Energy’s other subsidiaries.  
Further, the report concluded that First Energy’s meter reading costs were above average compared to the panel of companies used in the statistical comparison, and all three Pennsylvania companies had the highest number of residential meters not read in six months.  First Energy has postponed implementation of an advanced metering infrastructure that could save the company an estimated $21million annually in Pennsylvania alone.  Instead of adopting new technology to drive down metering costs and improve customer service, the company is examining short term cost cutting measures such as reducing the number of reads per year for accounts below certain usage limits, or moving to every other month meter readings.  This lack of investment in technology and innovation is concerning, especially in today’s higher cost energy environment where consumers will increasingly need more current and accurate usage information.
I note that the company has not dismissed Advanced Metering Infrastructure (AMI) outright but has decided, at this point, not to invest in such technology.  It apparently believes that it has insufficient capital to invest in both reliability and AMI infrastructure at this time.  That may be, but successful implementation requires a long-term, systematic, and careful planning process that should not be delayed indefinitely.
On the plus side, the audit identified some steady improvements.  For example, Call Center average speed of answer improved 44.4%, while the average cost per call in the Reading Contact Center also improved.  First Energy meter reading costs at Med-Ed and Penelec have decreased significantly.  But during this same time frame, the number of estimated bills increased substantially.  
Rather than focusing its efforts on short term cost cutting (including abandonment of some long established—and long relied upon—community philanthropy), likely at the expense of service quality and its image, the company might better invest in innovation and technology, and community causes, to ensure that its service and reliability improves and its reputation for caring about Pennsylvanians endures.  Only then will it move from a culture of meeting minimum standards to one of exceeding customer expectations.  
With the Ohio-headquartered parent company at record profitability, voluntary adoption of the spurned audit recommendations would signal the company’s intention to serve Pennsylvania’s future rather than the company’s immediate financial prospects.
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