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	OPINION AND ORDER

BY THE COMMISSION:

		Before the Pennsylvania Public Utility Commission (Commission) for consideration and disposition is a proposed Joint Settlement Agreement (Settlement) filed on March 29, 2013, by the Commission’s Bureau of Investigation and Enforcement (I&E) and PPL Electric Utilities Corporation (PPL) (collectively, the Parties), with respect to an Informal Investigation conducted by I&E.  Both Parties submitted a Statement in Support of the Settlement.  I&E submits that the proposed Settlement is in the public interest and is consistent with the Commission’s Policy Statement at 52 Pa. Code § 69.1201, Factors and standards for evaluating litigated and settled proceedings involving violations of the Public Utility Code and Commission regulations—statement of policy (Policy Statement).  I&E Statement in Support at 5.  We will issue the Settlement for comment.

History of the Case

		On April 26, 2012, in response to the receipt of an anonymous letter from a person representing himself/herself as an employee of PPL to the Commission’s Bureau of Consumer Services (BCS), I&E instituted an informal investigation pertaining to PPL’s alleged improper transfer of a restoration crew working to restore electric service in the wake of an October 29, 2011 snowstorm.  The informal investigation concerned the allegation that the restoration crew was transferred from a higher priority job in order to restore service to a lower priority job and the determination of whether the Company violated the Commission’s Regulations, the Public Utility Code or its own restoration procedures. 

		Based on its investigation, I&E determined that PPL may have violated Section 1501 of the Public Utility Code (Code), 66 Pa. C.S. § 1501, and its own internal policy and practices regarding service restoration priority.  As a result of negotiations between I&E and PPL, the Parties have agreed to resolve their differences and urge the Commission to approve the Settlement as being in the public interest.  Settlement ¶ 9, at 3.

Background

The proposed Settlement is attached to this Opinion and Order and has been filed by the Parties in order to resolve allegations of certain violations of Section 1501 of the Code relating to the failure to provide adequate, efficient, safe, and reasonable service.  Had this matter been litigated, I&E would have alleged that PPL violated its duty to furnish and maintain adequate, efficient, safe and reasonable service and facilities when it reassigned a storm restoration crew from a higher priority job to restore service to a lower priority job, which resulted in a delay in the restoration of electric service to the higher priority area.  Settlement ¶ 16, at 4. 

The allegations stem from an October 29, 2011, snowstorm which impacted PPL’s entire service territory causing approximately 388,318 customer interruptions.  Due to the significant number of outages and the limited available resources, PPL was required to prioritize which areas within its service territory should be restored first.  PPL’s restoration priorities are set forth in Section 5.3 of the Company’s Emergency Response Plan.

While PPL fully cooperated with the investigation, PPL does not admit to any of these allegations.  While I&E has conducted an extensive investigation, there has been no evidentiary hearing before any tribunal and no sworn testimony taken.  Id. ¶¶ 20 and 21, at 5.

Terms of the Settlement

		Pursuant to the proposed Settlement, PPL has taken corrective action that will act as safeguards against a similar incident occurring in the future.  Specifically, PPL will add a provision to its storm restoration procedures instructing its personnel not to deviate from the Company’s guidelines when assigning storm restoration crews.  In addition to the operational initiatives, PPL will pay a civil settlement amount of $60,000 within thirty days of the date of the Commission Opinion and Order approving this Settlement.  Also, PPL will file a report(s) with the Commission’s Secretary pursuant to 52 Pa. Code § 5.591, which specifies the Company’s compliance with the terms of this Settlement.  The terms that have been agreed upon by the Parties are set forth in greater detail in the Settlement.  ¶ 22, at 6.
		I&E agrees to forbear from initiating a Formal Complaint relative to the allegations that are the subject of the proposed Settlement.  The proposed Settlement would not, however, affect the Commission’s authority to receive and resolve any Formal or Informal Complaints filed by any affected party with respect to the incident, except that no further sanctions may be imposed by the Commission for any actions identified in the Settlement.  Settlement ¶ 23, at 6-7.  The Settlement provides that none of the provisions of the Settlement or statements therein shall be considered an admission of any fact or culpability.  Id. ¶ 30, at 8.  The Settlement makes no findings of fact or conclusions of law, and therefore it is the Parties’ intent that this document and the related Statements in Support not be admitted as evidence in any future proceeding regarding this matter.  Id. ¶ 24, at 7.

The proposed Settlement is conditioned on the Commission’s approval without modification of any of its terms or conditions.  Id. ¶ 27, at 7-8.  If the Commission does not approve the proposed Settlement, or makes any change or modification to the proposed Settlement, either Party may elect to withdraw from the Settlement.  Id. ¶ 28, at 8.

Discussion

		Pursuant to our Regulations at 52 Pa. Code § 5.231, it is the Commission’s policy to promote settlements.  The Commission must, however, review proposed settlements to determine whether the terms are in the public interest.  Pa. PUC v. Philadelphia Gas Works, Docket No. M-00031768 (Order entered January 7, 2004); Pa. PUC v. CS Water and Sewer Assoc., 74 Pa. P.U.C. 767 (1991); Pa. PUC v. Philadelphia Electric Co., 60 Pa. P.U.C. 1 (1985). 

Conclusion

Before issuing a decision on the merits of the proposed Settlement, and consistent with the requirement of 52 Pa. Code § 3.113(b)(3), we are providing an opportunity for interested parties to file comments regarding the proposed Settlement; THEREFORE,

		IT IS ORDERED:

		1.	That this Opinion and Order, together with the attached Settlement Agreement and the Statements in Support thereof, shall be issued for comments by any interested party.

		2.	That a copy of this Opinion and Order, together with the attached Settlement Agreement and the Statements in Support thereof, shall be served on the Office of Consumer Advocate and the Office of Small Business Advocate.

		3.	That comments regarding the proposed Settlement Agreement and the Statements in Support thereof, will be considered timely if filed within twenty (20) days of the date of entry of this Opinion and Order.



4.	That, subsequent to the Commission’s review of comments filed in this proceeding, an Opinion and Order will be issued.


[image: ]							BY THE COMMISSION,



							Rosemary Chiavetta
							Secretary


(SEAL)

ORDER ADOPTED:	August 29, 2013

[bookmark: _GoBack]ORDER ENTERED:	August 29, 2013
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e COMMONWEALTH OF PENNSYLVANIA

PENNSTLVANIA

PU PENNSYLVANIA PUBLIC UTILITY COMMISSION

T con

P.O. BOX 3265, HARRISBURG, PA 17105-3265

March 29, 2013

Rosemary Chiavetta, Secretary
PA Public Utility Commission
P.0O. Box 3265

Harrisburg, PA 17105-3265

Re:  Pennsylvania Public Utility Commission Bureau of Investigation
and Enforcement v. PPL Electric Utilities Corporation
Docket Number M-2013-2275471

Dear Secretary Chiavetta:

Enclosed please find the original of the Joint Settlement Agreement and both
Parties” Statements in Support to be filed in the above-captioned proceeding.

Should you have any questions, please feel free to contact me.

Sincerely,
*

Uiy

Michael L. Swindler
Prosecutor

Enclosures

cc: Per Certificate of Service

IN REPLY PLEASE
REFER TO QUR FILE
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Public Utility Commission,
Bureau of Investigation and Enforcement,

Docket No. M-2013-2275471
v.

PPL Electric Utilities Corporation,

JOINT SETTLEMENT AGREEMENT

Pursuant to 52 Pa. Code § 5.231, the Pennsylvania Public Utility Commission’s
(“Commission™) Bureau of Investigation and Enforcement (“I&E”) and PPL Electric Utilities
Corporation (“PPL Electric” or the “Company”) (hereinafter referred to collectively as the
“Parties™) hereby submit this Joint Settlement Agreement (“Settlement”) to resolve 1&E’s
informal investigation of issues related to the Company’s storm restoration efforts following a
snowstorm on October 29, 2011, that impacted PPL Electric’s service territory. This Settlement
is in the public interest and fully resolves the issues investigated by I&E related to the restoration
of service from this storm. As part of this Settlement, the Parties request that the Commission

approve the Settlement, without modification.

L INTRODUCTION
1. The parties to this Settlement are I&E, P.O. Box 3265, Harrisburg, PA 17105-
3265, and PPL Electric, with its headquarters located at Two North Ninth Street, Allentown, PA

18101-1179.




image4.tiff
2. The Commission is a duly constituted agency of the Commonwealth of
Pennsylvania empowered to regulate utilities within this Commonwealth pursuant to the Public
Utility Code (“Code™), 66 Pa.C.S. §§ 101, et seq.

3. Section 501(a) of the Code, 66 Pa.C.8. § 501(a), authorizes and obligates the
Comymission to execute and enforce the provisions of the Code.

4. The Commission has delegated its authority to initiate proceedings that are
prosecutory in nature to I&E and other bureaus with enforcement responsibilities. Delegation of
Prosecutory Authority to Bureaus with Enforcement Responsibilities, Docket No. M-00940593
(Order entered September 2, 1994), as amended by Act 129 of 2008, 66 Pa.C.S. § 308.2(a)(11).

5. PPL Electric is a jurisdictional electric utility headquartered in Allentown,
Pennsylvania, PPL Electric is a public utility as defined by 66 Pa.C.8. § 102 and is engaged in,
inter alia, the provision of public utility service for compensation as an electric distribution
company.

6. Section 3301 of the Code, 66 Pa.C.S. § 3301, authorizes the Commission to
impose civil penalties on any public utility or on any other person or corporation subject to the
Commission’s authority for violations of the Code or Commission reguiations or both. Section
3301 further allows for the imposition of a separate fine for each violation and each day’s
continuance of such violation(s).

7. Pursuant to Sections 331(a) and 506 of the Public Utility Code, 66 Pa.C.S. §§
331(a) and 506 and Section 3.113 of the Commission’s Rules of Practice and Procedure
(“Regulations™), 52 Pa. Code § 3.113, Commission staff has the authority to conduct informal
investigations or informal proceedings in order to gather data and/or to substantiate allegations of

potential violations of the Commission’s regulations.
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8. This matter concerns an informal investigation of issues related to the Company’s
storm restoration efforts following a snowstorm on October 29, 2011, that impacted PPL
Electric’s service territory.

9. As a result of negotiations between PPL Electric and I&E, the Parties have agreed
to resolve their differences as encouraged by the Commission’s policy to promote settlements.
See 52 Pa. Code § 5.231. The duly authorized Parties executing this Settlement agree to the
terms set forth herein, and urge the Commission to approve the Settlement as submitted as being

in the public interest.

1L BACKGROUND

10.  On October 29, 2011, a snowstorm impacted all regions of PPL Electric’s service
territory. The snowstorm caused approximately 388,318 customer interruptions, primarily due to
the accumulation of heavy, wet snow on tree foliage. At the time, this event was the third most
damaging storm event to impact the PPL Electric service territory since 1991.

11.  Company personnel, contractors, and others restored customer service from
October 29, 2011 through November 5, 2011. Due to the significant number of outages and the
limited resources available to clear the outages and restore power to the affected areas, PPL
Electric prioritized which areas within its service territory should be restored first. Storm utility
crews are generally assigned to restore power to the highest priority areas first and, once
completed, then reassigned to the next highest priority area. “Restoration priorities” are set forth
in Section 5.3 of the Company’s Emergency Response Plan.

12. On November 8, 2011, the Commission’s Bureau of Consumer Services (“BCS”™)

received an anonymous letter from a person representing him/herself as an employee of PPL
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Electric. The anonymous letter alleged that a restoration crew was improperly transferred from a
higher priority job in order to first restore service to a lower priority job.

13.  Based on the allegations in the anonymous letter, BCS requested that I&E initiate
an informal investigation to determine whether the Company violated the Commission’s
regulations, the Public Utility Code, and/or applicable statutes or its own restoration procedures.

14, By letter dated April 26, 2012, I&E instituted an informal investigation and
requested that PPL Electric provide further background information related to the above-

described incident, to which the Company complied.

III. ALLEGED VIOLATIONS

A, POSITION OF I&E

15.  Asaresult of its investigation, I&E determined that PPL Electric violated its duty
to furnish and maintain adequate, efficient, safe, and reasonable service and facilities pursuant to
66 Pa.C.S, § 1501, and that PPL Electric violated its own internal policy and practices regarding
service restoration priority.

16.  If this matter had been litigated, I&E would have alleged that PPL Electric
violated certain provisions of the Public Utility Code and Pennsylvania Code, as well as the
Company’s own restoration procedure, in that:

A. On or about October 29, 2011, PPL Electric violated its duty to furnish and
maintain adequate, efficient, safe, and reasonable service and facilities when it
reassigned a storm restoration crew from a higher priority job to first restore

service to a lower priority job, which resulted in a delay in the restoration of
electric service to the higher priority area.

If proven, this would be a violation of 66 Pa.C.S. § 1501.
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17.  1&E recognizes that the above-referenced contentions are made without the
benefit of a formal hearing, and that these arguments may or may not have been accepted by the
Commission if the matter had been fully litigated.

B. POSITION OF PPL ELECTRIC

18.  PPL Electric also has extensively investigated this matter. Had this matter been
fully litigated, PPL Electric would have submitted evidence to demonstrate that: it did not
improperly transfer a restoration crew from a higher priority job in order to first restore service to
a lower priority job; that it provided adequate, efficient, safe, and reasonable service and
facilities; and it did not violate its own internal policy and practices regarding service restoration
priority.

19.  PPL Electric recognizes the above-referenced contentions are made without the
benefit of a formal hearing, and that these arguments, and others it would have made, may or

may not have been accepted by the Commission if the matter had been fully litigated.

1v. SETTLEMENT TERMS

20.  The purpose of this Settlement is to terminate the informal investigation and to
fully resolve this matter without formal litigation. While I&E has conducted an extensive
investigation, there has been no evidentiary hearing before any tribunal and no sworn testimony
taken.

21.  I&E acknowledges that PPL Electric has fully cooperated with this investigation.
Throughout the entire investigatory process, PPL Electric and I&E remained active in informal
discovery and continued to explore the possibility of resolving this investigation, which

ultimately culminated in this Settlement. During this process, PPL Electric complied with I&E’s
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requests for information and documentation. Throughout the investigation, PPL Electric and
1&E maintained ongoing communications.

22. PPL Electric and I&E, intending to be legally bound and for consideration given,
desire to conclude this informal investigation and agree to stipulate that the following terms and
conditions serve to resolve this matter in a fair and equitable manner:

A. PPL Electric will pay a civil settlement amount of sixty thousand dollars
($60,000) to resolve the alleged violations uncovered by this informal
investigation.  Said payment shall be made by certified check to
“Commonwealth of Pennsylvania™ and presented to the Commission within
thirty (30) days of the date of the Order approving this Settlement.

B. PPL Electric will not seek recovery of any portion of this payment from its
ratepayers in any future ratemaking or other proceeding, device, or manner
whatsoever.

C. PPL Electric has taken corrective action that will act as safeguards against a
similar incident ocourring in the future. When I&E notified PPL Electric of
the alleged reassignment of a storm restoration crew, the Company
immediately instituted an internal audit to gather the facts regarding that
allegation. The audit results were reviewed with the President of PPL Electric
who then met with all of the managers who report directly to him to discuss
this issue. At that meeting, he emphasized that all managers must follow the
Company’s guidelines when assigning storm restoration crews. He also
directed that those managers meet with their staffs to provide the same
direction to them. The supervisors of the employees involved in this incident
met with those employees and emphasized the need to assign storm
restoration crews in compliance with PPL Electric’s guidelines. Finally, PPL
Electric will add a provision to its storm restoration procedures instructing its
personnel to not deviate from the Company’s guidelines when assigning storm
restoration crews.

D. PPL Electric will file a report(s) with the Commission Secretary pursuant to
52 Pa. Code § 5.591 which specifies the Company’s compliance with the
terms of this Settlement.
23, In consideration of the Company’s payment of a civil settlement amount and
other, non-monetary relief, as specified herein, I&E agrees to forgo the institution of any formal

complaint that relates to the Company’s conduct as set forth in the Settlement. Nothing

contained in this Settlement shall adversely affect the Commission’s authority to receive and
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resolve any informal or formal complaints filed by any affected party with respect to the
incident, except that no further sanctions may be imposed by the Commission for any actions

identified herein.

V. CONDITIONS OF SETTLEMENT

24.  With the Commission’s approval that the terms and conditions in this Settlement
are in the public interest and cannot be used against PPL Electric in any future proceeding
relating to this matter, PPL Electric agrees to, among other terms set forth above, pay a civil
settlement amount of sixty thousand dollars ($60,000) within thirty (30) days of the date of the
Order approving this Settlement in order to resolve through this Joint Settlement the allegations
raised by the I&E investigation. Moreover, PPL Electric agrees not to seek recovery of any
portion of this payment from its ratepayers in a future ratemaking or other proceeding, device or
manner whatsoever.

25.  This Settlement is a full and final resolution of the Commission investigation,
related in any way to PPL Electric’s alleged actions set forth in this Settlement.

26.  PPL Electric and I&E have amicably agreed to this Settlement in the interest of
avoiding formal litigation and moving forward in the conduct of business in Pennsylvania. I&E
agrees not to institute any formal complaint relating to PPL Electric’s alleged actions that are the
subject of this Settlement.

27.  PPL Electric and I&E have entered into and seek the Commission’s approval of
the Settlement pursuant to 52 Pa. Code § 3.113. This Settlement is subject to all applicable
administrative and common law treatments of settlements, settlement offers, and/or negotiations.
The validity of this Settlement is expressly conditioned upon the Commission’s approval under

applicable public interest standards without modification, addition, or deletion of any term or
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condition herein. Accordingly, this Settlement is made without any admission against or
prejudice to any position which any Party might adopt during litigation of this case if this
Settlement is rejected by the Commission or withdrawn by any of the Parties as provided below.
This Settlement is, therefore, a compromise and is conditioned upon the Commission’s approval
of any of the terms and conditions contained herein without modification or amendment.

28.  If the Commission fails to approve this Settlement by tentative or final order, or
any of the terms or conditions set forth herein, without modification, addition or deletion, then
cither Party may elect to withdraw from this Settlement by filing a response to the tentative or
final order within twenty (20) days of the date the tentative or final order is entered. None of the
provisions of this Settlement shall be considered binding upon the Parties if such a response is
filed.

29.  This document represents the Settlement in its entirety. No changes to obligations
set forth herein may be made unless they are in writing and are expressly accepted by the parties
involved. This Settlement shall be construed and interpreted under Pennsylvania law.

30.  None of the provisions of the Settlement or statements herein shall be considered
an admission of any fact or culpability. I&E acknowledges that this Settlement is entered into
with the express purpose of settling the asserted claims regarding the specific alleged violations
of the Public Utility Code, Pennsylvania Code and the regulations promulgated thereunder.

31.  This Settlement resolves with prejudice all issues related to the informal
investigation. This Settlement is made without admission against, or prejudice to, any factual or
legal positions which any of the Parties may assert in subsequent litigation of this proceeding
before the Commission in the event that the Commission does not issue a final, non-appealable

Order approving this Settlement without modification. This Settlement is determinative and
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conclusive of all the issues addressed herein and constitutes a final settlement of the matters
thereof as among the parties to the Settlement and the Commission. Provided, however, that this
Settlement makes no findings of fact or conclusions of law, and therefore, it is the intent of the
Parties that this document and the related Statements in Support not be admitted as evidence in
any potential civil proceeding involving this matter. It is further understood that by entering into
this Settlement and agreeing to pay a civil settlement amount, PPL Electric has made no
admission of fact or law and disputes all issues of fact and law for all purposes in all
proceedings, including but not limited to any civil proceedings, that may arise as a result of the

circumstances described in the Settlement documents.
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WHEREFORE, PPL Electric and the Commission’s Bureau of Investigation and
Enforcement respectfully request that the Commission adopt an order approving the terms and

conditions of this Settlement Agreement as being in the public interest.

Respectfully submitted,

Pennsylvania Public Utility Commission, PPL Electric Utilities Corporation
Bureau of Investigation and Enforcement

.
Michael L. Swindler David B. MacGregor, Esdlire

Prosecutor Post & Schell, P.C.

PAPUC Four Penn Center

P.O. Box 3265 1600 John F. Kennedy Blvd.
Harrisburg, PA 17105 Philadelphia, PA 19103
717.783.6369 215.587.1000
mswindler@pa.gov dmacgregor@postschell.com

Date: 29' MAR l? Date: J‘)/A')-,/U
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Public Utility

Commission Bureau of

Investigation and Enforcement,
Complainant

v. 8 Docket No. M-2013-2275471

PPL Electric Utilities Corporation,

Respondent

STATEMENT IN SUPPORT OF SETTLEMENT AGREEMENT
OF PENNSYLVANIA PUBLIC UTILITY COMMISSION
BUREAU OF INVESTIGATION AND ENFORCEMENT

The Pennsylvania Public Utility Commission Bureau of Investigation and
Enforcement (“I&E”) submits this Statement In Support Of Settlement Agreement at the
above docket. The specific terms of the settlement are found at Paragraphs 20 through 23
of the Joint Settlement Agreement (“Settlement Agreement”). [&E submits that the
settlement as memorialized by the Settlement Agreement was amicably reached by PPL
Electric Utilities Corporation (“PPL”) and I&E (hereinafter collectively referred to as
“Parties”) and balances the duty of the Pennsylvania Public Utility Commission
(“Commission”) to protect the public interest with the interests of the Company, the

Company’s customers and all electric consumers in Pennsylvania.
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This matter involves PPL, a jurisdictional electric utility headquartered in
Allentown, Pennsylvania. PPL is a public utility as defined by 66 Pa.C.S. § 102 and is
engaged in, inter alia, the provision of public utility service for compensation as an
electric distribution company. The Commission’s Bureau of Consumer Services (“BCS”)
received an anonymous letter from a person representing him/herself as an employee of
PPL and alleging that following a snowstorm on October 29, 2011, a PPL restoration
crew was improperly transferred from a higher priority job in order to first restore service
to a lower priority job. The matter was assigned to 1&E to initiate an informal
investigation. I&E conducted an informal investigation of the allegation raised regarding
the Company’s storm restoration efforts and determined that PPL violated both its duty to
furnish and maintain adequate, efficient, safe, and reasonable service and facilities
pursuant to 66 Pa.C.S. § 1501, as well as its own internal policy and practices regarding
service restoration priority. I&E communicated its findings to PPL and a dialog ensued
between PPL and I&E in an effort to amicably resolve the investigation without the need
to proceed to a formal hearing.

The Settlement Agreement reached herein addresses the allegations raised in
I&E’s informal investigation while avoiding the time and expense of litigation, including
but not limited to, discovery, preparation of witness testimony, hearings, briefs,
exceptions and appeals. The Settlement Agreement, as proposed, is in the public interest

and should be approved by the Commission.
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The Settlement Agreement sets forth the following terms:

a. PPL will pay a civil setilement amount of sixty thousand dollars
($60,000) to resolve the alleged violations uncovered by this
informal investigation. Said payment shall be made by certified
check to “Commonwealth of Pennsylvania” and presented to the
Commission within thirty (30) days of the date of the Order
approving this Settlement.

b. PPL, will not seek recovery of any portion of this payment from its
ratepayers in any future ratemaking or other proceeding, device, or
manner whatsoever.

& PPL has taken or will take corrective action that will act as a
safeguard against similar incidents occurring in the future. Such
corrective action includes instituting an internal audit to gather the
facts regarding the allegation, reviewing the audit results with the
President of PPL and conducting a meeting between the Company
President and all of the managers who report directly to him to
discuss this issue. At that meeting, the Company President
emphasized that all managers must follow the Company’s guidelines
when assigning storm restoration crews and directed those managers
to meet with their staffs to provide the same direction to them. In
addition, the supervisors of the employees involved in this incident
met with those employees and emphasized the need to assign storm
restoration crews in compliance with PPL Electric’s guidelines.
Finally, PPL Electric will add a provision to its storm restoration
procedures instructing its personnel to not deviate from the
Company’s guidelines when assigning storm restoration Crews.

d. PPL Electric will file a report(s) with the Commission Secretary
pursuant to 52 Pa. Code § 5.591 which specifies the Company’s
compliance with the terms of this Settlement.

PPL has, as stated above, agreed to pay a fair and equitable civil settlement
amount totaling $60,000.00. This sum is in accord and satisfaction of disputed claims
and is not an admission of liability of any sort by PPL. This settlement amount was

reached after taking into consideration the singular, confined nature of this incident and

PPL’s intended actions to reduce the likelihood that such an incident would occur again.
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Moreover, the agreement of the Parties to settle this case is made without any admission
or prejudice to any position that the Parties might adopt during subsequent litigation,
including but not limited to, in the event that this settlement is rejected by the
Commission or otherwise properly withdrawn by any of the Parties.

Had this matter proceeded to hearing, I&E would have alleged that the Company
committed violations of the Public Utility Code and the Company’s written restoration
procedures. PPL would have contested these allegations. Specifically, I&E would have
alleged in its case-in-chief as follows:

a. On or about October 29, 2011, PPL Electric violated its duty to
furnish and maintain adequate, efficient, safe, and reasonable service
and facilities when it reassigned a storm restoration crew from a
higher priority job to first restore service to a lower priority job,
which resulted in a delay in the restoration of electric service to the
higher priority area.
If proven, this would be a violation of 66 Pa.C.S. § 1501.

In Rosi v. Bell Atlantic Pennsylvania Inc., er al., 94 PA PUC 103, Docket No.
C-00992409 (Order entered March 16, 2000), as set forth in Pennsylvania Public Utility
Commission v. NCIC Operator Services, Docket No. M-00001440 (December 20, 2000),
the Commission adopted and utilized standards for determining whether a particular
enforcement outcome is in the public interest. The standards set forth in Rosi were
reviewed by I&E. I&E submits that this Settlement Agreement complies with the

requirements for settlements found in Rosi and that the terms of the Settlement

Agreement are in the public interest.
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I&E further asserts that approval of this Settlement Agreement is consistent with
the Commission’s Policy Statement, Factors and standards for evaluating litigated and
settled proceedings involving violations of the Public Utility Code and Commission
regulations — statement of policy, at 52 Pa. Code § 69.1201 (“Policy Statement”). Under
the Policy Statement, while many of the Rosi standards may still be applied, the
Commission specifically recognized that in settled cases the parties “will be afforded
flexibility in reaching amicable resolutions to complaints and other matters so long as the
settlement is in the public interest.” 52 Pa. Code § 69.1201(b). The Commission’s
Policy Statement 'provides for ten (10) factors and standards to be considered by the
Commission which have been applied to and support for the instant settlement.

Finally, a settlement avoids the necessity for I&E, the prosecuting agency, to
prove elements of each violation. In return, the opposing party in a settlement avoids the
possibility of a greater fine or penalty. Both parties negotiate from their initial litigation
positions. The fines and penalties in a litigated proceeding, such as Rosi, have always
been different from those that result from a settlement. I&E submits that this is the
reason that Rosi listed whether penalties arise from a settlement or a litigated proceeding
as one of its tests.

The Settlement Agreement is in the public interest because it effectively addresses
the allegations identified by the informal investigation, avoids the time and expense of
litigation which entails hearings, filings of briefs, exceptions, reply exceptions, and
possible appeals. The Company has also agreed to pay a fair and equitable civil

settlement amount, and has improved its procedural safeguards to avoid a similar incident




image18.tiff
from occurring in the future. PPL has agreed to not seek recovery of any portion of this
monetary settlement amount from its ratepayers in any future ratemaking or other
proceeding, device, or manner whatsoever. On the contrary, a litigated proceeding would
have resulted in expenses that the Company would have been permitted to recover from
ratepayers in a future rate case. Moreover, the Settlement Agreement is consistent with
the Commission’s Policy Statement at 52 Pa. Code § 69.1201, Factors and standards for
evaluating litigated and settled proceedings involving violations of the Public Utility
Code and Commission regulations — statement of policy.

Commission Rules and Regulations encourage the settlement of proceedings and
PPL and I&E convened frequent and extensive conferences and discussions during the
course of this proceeding. These discussions ultimately resulted in the foregoing
Settlement Agreement which is a full and final resolution of the Commission’s
investigation.

In addition to the foregoing reasons, based upon I&E’s analysis of these matters,
acceptance of this proposed settlement is in the public interest because resolution of this
case by settlement rather than litigation will avoid the substantial time and expense
involved in continuing to formally pursue all allegations in this proceeding. Acceptance
of the Settlement Agreement at this time will ensure that the Company will immediately
implement the changes in their policies enumerated in the Settlement Agreement rather

than only at the conclusion of litigation.
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WHEREFORE, the Bureau of Investigation & Enforcement represents that it
supports the settlement of this matter as memorialized by the Settlement Agreement as
being in the public interest and respectfully requests that the Commission approve the
foregoing Settlement Agreement, including all terms and conditions contained therein, in

its entirety.

Respectfully submitted,

Mz~
Wayne T. Scott, First Deputy Chief Prosecutor

Michael L. Swindler, Prosecutor
Bureau of Investigation and Enforcement

Dated: March 29, 2013
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Public Utility Commission,
Bureau of Investigation and Enforcement,
Docket No. M-2013-2275471

V. :

PPL Electric Utilities Corporation.

STATEMENT OF
PPL ELECTRIC UTILITIES CORPORATION
IN SUPPORT OF THE JOINT SETTLEMENT AGREEMENT

TO THE PENNSYLVANIA PUBLIC UTILITY COMMISSION:

PPL Electric Utilities Corporation (“PPL Electric” or the “Company”) hereby files this
Statement in Support of the Joint Settlement Agreement (“Settlement”) entered into by the PPL
Electric and the Bureau of Investigation and Enforcement (“I&E™} of the Pennsylvania Public
Utility Commission (“Commission”) in the above-captioned proceeding. The Settlement fully
resolves all issues related to I&E’s informal investigation of the Company’s storm restoration
efforts following a snowstorm on October 29, 2011, that impacted PPL Electric’s service
territory.  PPL Electric respectfully request that the Commission approve the Settlement,

including the terms and conditions thereof, without modification.

L INTRODUCTION
A, PARTIES

1&E is the entity established by statute to prosecute complaints against public utilities
pursuant to 66 Pa.C.S. § 308(b). The Commission has delegated its authority to initiate

proceedings that are prosecutory in nature to I&E and other bureaus with enforcement
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responsibilities. Jmplementation of Act 129 of 2008; Organization of Bureaus and Offices,
Docket No. M-2008-2071852 (Aug. 11, 2011).

PPL Electric is a public utility that provides electric distribution, transmission, and
provider of last resort services in Pennsylvania subject to the regulatory jurisdictions of the
Commission. PPL Electric provides electric service to approximately 1.4 million customes
throughout its certificated service territory, which includes all or portions of twenty-nine
counties and encompasses approximately 10,000 square miles in eastern and central
Pennsylvania.

B. BACKGROUND

On October 29, 2011, a snowstorm impacted all regions of PPL Electric’s service
territory. The snowstorm caused approximately 388,318 customer interruptions, primarily due to
the accumulation of heavy, wet snow on tree foliage. According to Company records, a total of
176,652 customers were without service for more than 12 hours, and a total of 131,493
customers were without service for 24 hours or longer. The last customers were returned to
service at 12:00 PM on November 5, 2011. This event was the third most damaging storm event
to impact the PPL Electric service territory since 1991.

Company personnel, contractors, and others restored customer service from October 29,
2011 through November 5, 2011. Due to the significant number of outages and the limited
resources available to clear the outages and restore power to the affected areas, PPL was required
to prioritize which areas within its service territory should be restored first. Storm utility crews
were assigned to restore power to the highest priority areas first and, once completed, then
reassigned to the next highest priority area.

On November 8, 2011, the Commission’s Bureau of Consumer Services (“BCS”)
received an anonymous letter from a person representing him/herself as an employee of PPL

2
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Flectric. The anonymous letter alleged that a restoration crew was transferred from a higher
priority job to first restore service to a lower priority job. Based on the allegations in the
anonymous letter, BCS requested that I&E initiate an informal investigation to determine
whether the Company violated the Commission’s regulations, the Public Utility Code, and/or
applicable statutes.

By letter dated April 26, 2012, I&E instituted an informal investigation and requested
that PPL Electric provide further background information related to the above-described
incident, to which the Company complied. PPL Electric undertook an extensive investigation of
the events related to the storm restoration efforts, including an extensive internal audit, and fully
cooperated with and assisted I&E with its investigation of the storm restoration efforts.

If this matter had been litigated, I&E would have alleged that PPL Electric violated its
duty to furnish and maintain adequate, efficient, safe, and reasonable service and facilities
pursuant to 66 Pa.C.S. § 1501, and that PPL Electric violated its own internal policy and
practices regarding service restoration priority. Had this matter been fully litigated, PPL Electric
would have submitted evidence to demonstrate that: it did not improperly transfer a restoration
crew from a higher priority job in order to first restore service to a lower priority job; that it
provided adequate, efficient, safe, and reasonable service and facilities; and it did not violate its

own internal policy and practices regarding service restoration priority.

IL COMMISSION POLICY FAVORS SETTLEMENT

Commission policy promotes settlements. See 52 Pa. Code § 5.231. Settlements lessen
the time and expense that the parties must expend litigating a case and, at the same time,
conserve precious administrative resources. Settlement results are often preferable to those
achieved at the conclusion of a fully litigated proceeding. In order to accept a settlement, the

3
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Commission must first determine that the proposed terms and conditions are in the public
interest.  Pennsylvania Public Utility Commission v. Columbia Gas of Pennsylvania, Inc.,
Docket No. C-2010-2071433, 2012 Pa. PUC LEXIS 1377 at *6 (August 31, 2012).

The Commission has promulgated a Policy Statement that sets forth ten factors that the
Commission may consider in evaluating whether a civil penalty for violating a Commission
order, regulation, or statute is appropriate, as well as whether a proposed settlement for a
violation is reasonable and in the public interest. 52 Pa. Code § 69.1201. These factors are: (i)
Whether the conduct at issue was of a serious nature; (i) Whether the resulting consequences of
the conduct at issue were of a serious nature; (iii) Whether the conduct at issue was deemed
intentional or negligent; (iv) Whether the regulated entity made efforts to modify internal
policies and procedures to address the conduct at issue and prevent similar conduct in the future;
(v) The number of customers affected and the duration of the violation; (vi) The compliance
history of the regulated entity that committed the violation; (vil) Whether the regulated entity
cooperated with the Commission’s investigation; (viii) The amount of the civil penalty or fine
necessary to deter future violations; (ix) Past Commission decisions in similar situations; and (x)
Other relevant factors. 52 Pa. Code § 69.1201(c). The Commission will not apply the standards
as strictly in settled cases as in litigated cases. 52 Pa. Code § 69.1201(b). While many of the
same factors may still be considered, in settled cases the parties “will be afforded flexibility in
reaching amicable resolutions to complaints and other matters so long as the settlement is in the
public interest.” 52 Pa. Code § 69.1201(b).

The public benefits of the Settlement, as well as the ten factors that the Commission

considers in reviewing a settlement of an alleged violation, are addressed in the section that
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follows. For the reasons explained below, the Settlement is in the public interest and should be

approved.

HI. THE SETTLEMENT IS IN THE PUBLIC INTEREST.

A. PUBLIC BENEFITS

Based on the above-referenced investigation, PPL Electric believes that its conduct in this
matter was lawful and appropriate and in compliance with the Public Utility Code, Commission
regulations, applicable Commission orders, and the Company’s own internal policy and practices
regarding service restoration priority. The Company recognizes, however, that all aspects of its
operations, including storm restoration efforts, are subject to potential and continued
improvement.

As a result of the investigation, PPL Electric has taken corrective action that will help
safeguard against a similar incident occurring in the future. The Company undertook an
extensive internal audit to gather the facts regarding the allegation. The audit results were
reviewed with the President of PPL Electric who then met with all of the managers who report
directly to him to discuss this issue. At that meeting, he emphasized that all managers must
follow the Company’s guidelines when assigning storm restoration crews. He also directed that
those managers meet with their staffs to provide the same direction to them. The supervisors of
the employees involved in this incident met with those employees and emphasized the need to
assign storm restoration crews in compliance with PPL Electric’s guidelines. In addition, PPL
Electric has agreed to add a provision to its storm restoration procedures instructing its personnel
to not deviate from the Company’s guidelines when assigning storm restoration crews. These
activities are designed to improve PPL Electric’s quality of customer service and, therefore, are

in the public interest.
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Under the terms of the Settlement, PPL Electric and I&E have agreed that PPL Electric
will pay a civil settlement amount of $60,000 to resolve the alleged violations uncovered by this
informal investigation. PPL Electric agreed that it will not seek recovery of any portion of this
payment from its ratepayers in any future ratemaking or other proceeding, device, or manner
whatsoever. PPL Electric submits that a civil penalty in the amount of $60,000, which may not
be recovered through rates regulated by the Commission, is quite substantial and sufficient to
deter PPL Electric from committing any violations in the future.

The Settlement also clearly provides that it makes no factual findings or conclusions of
law, nor does it make any finding that PPL Flectric violated any provision of the Public Utility
Code or Commission regulations. These provisions of the Settlement appropriately reflect the
fact that this matter has been resolved amicably and without any final adjudication of the issues
raised in this proceeding

Finally, the Settlement allows this investigation to be completed without the need for a
formal proceeding and the associated time and cost of fully litigating this matter. This is in the
public interest because it will conserve both PPL Electric and Commission resources to focus
attention on their responsibilities of assuring safe, adequate and reliable electric service to the
citizens of the Commonwealth,

The terms of the Settlement fully resolve all of the issues raised and relief requested by
1&E, including the payment of civil penalties and corrective action that will help safeguard
against a similal; incident occurring in the future. As explained herein, and in I&E’s Statement in
Support, approval of the Settlement is in the public interest. Further, acceptance of the
Settlement will avoid the necessity of further administrative and potential appellate proceedings

at what would have been a substantial cost to the parties.
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B. FACTORS UNDER THE COMMISSION’S POLICY STATEMENT

Under the Policy Statement, the Commission may consider ten specific factors when
evaluating settlements of alleged violations of the Public Utility Code and the Commission’s
regulations. 52 Pa. Code § 69.1201(c). For the reasons explained below, the Settlement is
consistent with the ten factors to be considered under the Commission’s Policy Statement.

The first factor considers whether the conduct at issue was of a serious nature and, if so,
whether the conduct may warrant a higher penalty. The alleged conduct in this case involves the
alleged reassignment of a storm restoration crew from a higher priority job to first restore service
to a lower priority job, which resulted in a delay in the restoration of electric service to the higher
priority area. PPL Electric acknowledges that the restoration of electric service is an important
issue. However, at the time of the alleged incident there is no statute, regulation, order, or policy
statement that specifies how a utility should restore service to customers after a major storm.
The assignment of crews to restore service involves a number of factors, and the determination
of the order of restoration of service lies within management’s discretion absent any Commission
rules on the subject. See Metropolitan Edison Co. v. Pennsylvania Public Utility Commission,
437 A2d 76 (Pa. Cmwlth, 1981) (the Commission’s authority to interfere in the internal
management of a utility company is limited and it is not empowered to act as a super board of
directors for the public utility companies of the state). The Commission may wish to establish a
prospective rule or regulation regarding the order of restoration of service, but absent such a rule,
there is no basis to conclude that PPL Electric’s actions violated the Public Utility Code,
Commission regulations or applicable orders. The terms and conditions of the Settlement,
including the civil settlement amount of $60,000, adequately take the alleged conduct into

account.
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The second factor considered is whether the resulting consequences of PPL Electric’s
alleged conduct were of a serious nature. I&E has alleged that the customers in the higher
priority area experienced a four-hour delay in the restoration of service as a result of PPL
Electric’s alleged reassignment of a storm restoration crew from the higher priority job to first
restore service to a lower priority job. PPL Electric’s entire service territory was affected by the
October 29, 2011 snowstorm, with a total of 388,318 customer service interruptions. This event
was the third most damaging storm event to impact the PPL Electric service territory since 1991.
A total of 176,652 customers were without service for more than 12 hours, and a total of 131,493
customers were without service for 24 hours or longer. The last customers were returned to
service at 12:00 PM on November 5, 2011. On these facts, the four-hour delay in the restoration
of service to the higher priority area, while regrettable and not acceptable, cannot be fairly
characterized as serious in nature. The terms and conditions of the Settlement, including the
civil settlement amount of $60,000, adequately take the consequences of the alleged conduct into
account, as well as PPL Electric’s response under the circumstances.

The third factor to be considered in this case, namely, whether PPL Electric’s alleged
conduct was intentional or negligent, does not apply to the present case because this proceeding
is a settled matter. To the extent this factor is to be considered, there has been no finding that
PPL Electric’s conduct was either intentional or negligent in nature.

The fourth factor to be considered is whether PPL Electric made efforts to modify
internal policies and procedures to address the alleged conduct at issue and to prevent similar
conduct in the future. When I&E notified PPL Electric of the alleged reassignment of a storm
restoration crew, the Company immediately instituted an internal audit to gather the facts

regarding that allegation. The audit results were reviewed with the President of PPL Electric and

10586848v2




image28.tiff
all employees were directed to follow the Company’s guidelines when assigning storm
restoration crews. In addition, supervisors of the employees involved in this incident met with
those employees and emphasized the need to assign storm restoration crews in compliance with
PPL Electric’s guidelines. Finally, PPL Electric agreed to add a provision to its storm restoration
procedures instructing its personnel to not deviate from the Company’s guidelines when
assigning storm restoration crews. PPL Electric submits that it has taken corrective action that
will help safeguard against a similar incident occurring in the future.

The fifth factor to be considered deals with the number of customers affected and the
duration of the violation. I&E has alleged that 1,326 customers in the higher priority area
experienced a four-hour delay in the restoration of service as a result of PPL Electric’s alleged
reassignment of a storm restoration crew from the higher priority job to first restore service to a
lower priority job. Although the customers in the lower priority area were returned to service
before the customers in the higher priority area, according to the Company’s records, the
customers in the higher priority area were out of service for approximately 17 hours, while the
customers in the lower priority area were out of service for approximately 19 hours. On these
facts, restoration of service to the higher priority area in 17 hours cannot be fairly characterized
as unreasonable service. The terms and conditions of the Settlement, including the civil
settlement amount of $60,000, adequately take the number of customers affected and the
duration of the violation into account, as well as PPL Electric’s response under the
circumstances.

The sixth factor considered is the compliance history of PPL Electric. While this was an
unfortunate and unacceptable incident, it is clearly an isolated event resulting from a

misunderstanding by a single employee. PPL Electric has never been investigated for similar
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conduct, and there is no evidence of any pattern or practice of improperly prioritizing the
restoration of service.

The seventh factor considered is whether the regulated entity cooperated with the
Commission’s investigation. PPL Electric supported and cooperated fully with the Commission
and its staff throughout its investigation, as well as the settlement process.

The eighth factor is whether the amount of the civil penalty or fine will deter future
violations. PPL Electric submits that a civil settlement in the amount of $60,000, which may not
be recovered through rates regulated by the Commission, is quite substantial and sufficient to
deter PPL Electric from committing any violations in the fisture and represents a pecuniary
concession that is well above the maximum civil penalty that could have been assessed in this
matter. PPL Electric believes that the civil penalty set forth in the Settlement appropriately
recognizes PPL Electric’s good faith efforts to comply with the Commission’s regulations and
I&E’s investigation of this matter.

The ninth factor examines past Commission decisions in similar situations. When all
relevant factors are taken into account, the Settlement is not inconsistent with past Commission
actions. Moreover, since this is a settled matter, it should be considered on its own merits.

Relative to the tenth factor, PPL Electric submits that an additional relevant factor is of
pivotal importance to the Settlement. A settlement avoids the necessity for the prosecuting
agency to prove elements of each allegation. In return, the opposing party in a settlement agrees
to a lesser fine or penalty, or other remedial action. Both parties negotiate from their initial
litigation positions. The fines, penalties, and other remedial actions resuiting from a fully
litigated proceeding are difficult to predict and can differ from those that result from a

settlement. Reasonable settlement terms can represent economic and programmatic compromise
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but allow the parties to move forward and to focus on implementing the agreed upon remedial
actions.

Based on the foregoing, the Settlement is consistent with the ten factors to be considered
under the Commission’s Policy Statement. The terms and conditions of the Settlement
appropriately and adequately take into account the difficulty and resources available to PPL
Electric in responding to the approximately 388,318 outages caused by the October 29, 2013
snowstorm. For the reasons explained above, the Settlement should be approved without

modification.

1Iv. CONCLUSION

Through cooperative efforts and the open exchange of information, the I&E and PPL
Electric have arrived at a settlement that resolves all issues in the proceeding in a fair and
equitable manner., The Settlement resolves the I&PE’s investigation of events related to the
alleged reassignment of a storm restoration crew from a higher priority job to first restore service
to a lower priority job. Further, and more importantly, the terms and conditions of the
Settlement provide for corrective action that will act as safeguards against a similar incident
occurring in the future, and the penalty provisions will deter future violations. Finally, the terms
and conditions of the Settlement should be viewed as satisfying the ten factors set forth in the
Commission’s Policy Statement, 52 Pa. Code § 69.1201(c).

A fair and reasonable compromise has been achieved in this case. PPL Electric fully
supports the Settlement and respectfully requests that the Commission approve the Settlement in

its entirety, without modification.
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Paul E. Russell (ID # 21643)
Associate General Counsel
PPL Services Corporation
Two North Ninth Street
Allentown, PA 18106

Phone: 610-774-4254

Fax: 215-587-1444

E-mail: perussell@pplweb.com

Of Counsel:

Post & Schell, P.C.

Date: March 29, 2013
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Respectfully submitted,

David B. MacGregor (ID # 2%4)

Post & Schell, P.C.

Four Penn Center

1600 John F. Kennedy Boulevard
Philadelphia, PA 19103-2808

Phone: 215-587-1197

E-mail: dmacgregor@postschell.com

Christopher T. Wright (ID # 203412)
Post & Schell, P.C.

17 North Second Street

12" Floor

Harrisburg, PA 17101-1601

Phone: 717-731-1970

E-mail: cwright@postschell.com

Attorneys PPL Electric Utilities Corporation
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CERTIFICATE OF SERVICE

I hereby certify that I am this day serving the foregoing Settlement Agreement and
Statements in Support, upon the person(s) listed and in the manner indicated below:

Notification by first-class mail addressed as follows:

David B. MacGregor, Esquire
Post & Schell, P.C.
Four Penn Center
1600 John F. Kennedy Blvd.
Philadelphia, PA 19103

§zely

Michael L. Swindler

Prosecutor

PA Attorney ID No. 43319

(Counsel for the Pennsylvania Public
Utility Commission, Bureau of

Investigation and Enforcement)

P.O. Box 3265
Harrisburg, PA 17105-3265
(717) 783-6369

Dated: March 29, 2013
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