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TENTATIVE ORDER

BY THE COMMISSION:


Before the Commission for disposition is a request for approval of a Settlement Agreement pursuant to 52 Pa. Code § 3.113 entered into between the Law Bureau Prosecutory Staff (Prosecutory Staff) and PECO Energy Services (PECO) for resolution of allegations regarding inadequate service. The parties request that the Commission approve this Settlement Agreement as being in the public interest, thus allowing the parties to resolve the underlying investigation.

Background

During 1999, twenty (20) major storms occurred in PECO’s service

territory.  The types of storms are categorized as follows:

· 5 rain and wind storms

· 7 wind, rain, and lightening storms

· 4 wind storms

· 1 snow and ice storm

· The heat storm of July 4 through July 7

· Snowstorm “Ernie” (March 14)

· Hurricane Floyd (September 16)

A major storm event is defined by PECO as an interruption of electric service resulting from conditions beyond the control of the electric distribution company which affects at least 10,000 customers in an operating area for a duration of 5 minutes or longer.  The Commission’s definition is similar but refers to 10% of the customers in an operating area instead of the number of customers. 52 Pa. Code §57.192

A snowstorm identified as “Ernie” commenced on Sunday, March 14, 1999 with

heavy wet snow accumulating from 3 inches to 10 inches across PECO’s service area.  A total of 161,535 customers were interrupted occurring primarily in the Chester, Delaware, and Montgomery County areas.  A 3” accumulation existed in Philadelphia, climbing to a 10” accumulation in the far western end of Chester County (PECO’s Del Chester Region).  From 7:00 p.m. Sunday night to 5:00 a.m. Monday morning, sustained winds were recorded of 15 to 25 MPH, with gusts up to 30 MPH.  The first interruption occurred at 2:43 p.m. Sunday afternoon and service was restored to the last customer on Wednesday, March 17, 1999 at 5:45 a.m.

Law Bureau Prosecutory Staff Investigation

Due to the extent and duration of the outage during the March 14 storm, certain allegations were made that responses by the Company to this outage were inadequate, and concerns were raised at the time about difficulties encountered in contacting the Company’s emergency communications systems, and in receiving assurance that problems reported through the interactive voice response system (IVR) were actually on record and in the queue for action.  In addition, concerns were later raised that maintenance personnel cuts may have had a negative impact on PECO’s ability to provide reasonable and adequate service.  Based on these allegations that PECO Energy has provided inadequate responses to certain power outages, Prosecutory Staff, with the assistance of the Commission’s Bureau of Audits (Audits), initiated an informal investigation into PECO’s alleged inadequate service. 

By letter dated May 4, 1999, Prosecutory Staff informed PECO that the Company may be in violation of the Public Utility Code and the Commission's regulations by cutting maintenance personnel to the extent that they can not adequately respond to even minor power outages.  The focus of the investigation was the snowstorm of March 14, 1999 which resulted in delays in restoring power to a number of customers in southeastern Pennsylvania.

Relying on a list developed by the Bureau of Audits, Prosecutory Staff requested that PECO provide a significant number of documents, records and other information. By cover letter dated August 16, 1999, PECO responded with the documents, records, and information requested by Prosecutory Staff.  Audits and Prosecutory Staff examined the records and documentation provided by PECO and reviewed the applicable policies and procedures pertaining to PECO’s response to the power outages of March 14-16, 1999. 

Under cover letter dated September 5, 2000, PECO was provided a draft copy of  Audit's Report on the Review of Certain Power Outages during 1999 at PECO Energy Distribution Company (Report).  PECO declined an exit review conference with the auditors but submitted written comments to the Report, which were reviewed and considered by the auditors.  On December 13, 2000, Prosecutory Staff released the final Report to the Company, which contained Audits’ observations and recommendations with respect to the Company’s performance during the power outages.  The Report addresses the areas of storm response, manpower, vegetation management, and communications, highlights inadequacies present during the March 14 outage and corrective changes subsequently made or deemed needed.  Prosecutory Staff requested a response to the Report which was to include an implementation plan setting forth PECO’s strategies to be used in the future to reduce the occurrence of extended outages.  On March 14, 2001, the Commission received PECO's Comments and Implementation Plan, which indicated that the majority of the recommendations contained in the Bureau of Audits’ Report had been completed.  


In a letter dated April 6, 2001, Prosecutory Staff requested more detailed

information about PECO's Implementation Plan.  Included were specific comments by the Bureau of Audits to provide direction to the Company in responding to the Report.  

Prosecutory Staff received a response from PECO on April 20, 2001 with the

additional information requested in the April 6, 2001 letter.

Settlement Negotiations 

At the conclusion of the investigatory process, Prosecutory Staff and PECO explored the possibility of resolving this investigation, which ultimately culminated in this Settlement Agreement.  Prosecutory Staff acknowledges that PECO has cooperated fully with this investigation.  PECO represents that it has implemented a number of initiatives in conjunction with the subject informal investigation. In response to the Bureau of Audit's findings and recommendations, PECO has implemented the following initiatives to improve its power outage response:

a. Vegetation Management.  The Company’s Distribution Preventive

Maintenance Program is operating on a five-year cycle, which will conclude in December 2002.  The Company has expanded its vegetation management work scope to include the removal of large trees deemed likely to fall on distribution lines rather than trimming.  In addition, the Company has implemented targeted tree trimming to address problem circuits.


b.
911 Center Support.   The Company instituted a formal procedure on the operation of its Regional 911 Center Staffing and Support.  Dedicated Company employees have been assigned to the on-call rotations to provide support at the 911 centers in Delaware, Montgomery, and Chester counties.


c.
Resource Tracking.  The Company established a standardized process for human resource tracking of available manpower at regional levels and at the Plymouth Meeting Emergency Response Center.   Levels are updated and manpower is transferred through conference calls that generally occur every four to six hours during an emergency.  In addition, the implementation of the Outage Management System (OMS) will allow the Company to track personnel and their location for emergency situations.


d.
Outage Management System (OMS).  In order to restore service more efficiently and improve customer communications for notification of time of restoration, the Company is implementing a new outage management system.  OMS is a system that provides the user with a view of the primary circuit connectivity model, as well as information regarding outage and non-outage events, and crew disposition.  OMS provides the Company with a new tool that will greatly enhance the ability to quickly determine where system trouble is concentrated, and where resources are needed to restore power. 

e. Contractor Agreements.  The Company incorporated new contract terms in its

contractor agreements to require crews, equipment and time frame requirements for emergency situations.  These changes are designed to improve and enhance restoration efforts.

f. Distribution Monitoring and Control System (DMACS).  Additional telemetry

has been installed on major 13 kva substations.  This results in the ability to remotely 

operate the substation breakers and monitor the real-time loads.

g. Emergency Preparedness (EP).  EP continues to execute emergency response

drills in a multitude of scenarios such as winter ice storm, summer thunderstorm and load shedding.

h. Call Center Phone System.  The Company has improved its Call Center IVR

system to handle high phone volume in major events.  The new system was upgraded from one that could handle 5,000 calls per hour to one that can handle 30,000 calls per hour.  When the Company determines that a majority of outages will not be handled quickly, the Call Center increases staffing levels and increases the inbound call threshold to direct more calls to live agents.

i. Mid-Atlantic Mutual Response Association. PECO assisted in the formation of

a mutual response association with surrounding utilities in the Mid-Atlantic Region.  This results in best-practices review and system status updates when storm fronts are moving through their service territories.  The utilities that can provide assistance during storm restoration include: Allegheny Power, Baltimore Gas & Electric, Conectiv, Duquesne, GPU, Orange and Rockland, PEPCO, PPL, and PSE&G.

j. Secondary/Primary Restoration Focus.  PECO has completed training for the

Energy Technician comprehensive secondary qualification.  Manpower staffing is ongoing to provide the primary and secondary qualified resources.


k.
Post-Event Assessment.  The Company continues to perform assessments on all major events.  This results in identifying, assigning and completing corrective actions.

l. Statistical Analysis.  The Company performs a statistical analysis after each

major storm event to identify System Average Interruption Duration Index (SAIDI) and Customer Average Interruption Duration Index (CAIDI) issues.

m. Emergency Response Center (ERC).  The ERC Facility at the Company’s

Plymouth Service Building has been renovated and updated with information technologies, media communication support, logistics support, and conferencing capabilities to better manage major events.

n. Emergency Response Procedure.  The Company successfully completed the

transfer of dispatch authority from the Operations Center to the local Regions.

o. Customer Information Desk (CID).  A customer information desk has been

established in the Distribution Center to better process outage information to the customer.

p. Outages Greater Than 24 Hours.  PECO created a new position within its

Dispatch Operations Center.  One function of this position will be to assist personnel in the Dispatch Operations Center with the technical analysis of OMS data, including the evaluation of the length of outages relative to prioritization for restoration.


In the interest of concluding this informal investigation and avoiding formal prosecution, Prosecutory Staff and PECO engaged in negotiations with a view towards resolving the informal investigation.  A Settlement Agreement was executed between Prosecutory Staff and PECO, which is attached to this Tentative Order as “Exhibit A”.  

Settlement Terms

            Pursuant to the Settlement Agreement , Prosecutory Staff and PECO have agreed to conclude this litigation under the following terms:

a. PECO commits to implementing all the initiatives identified in Paragraph 19 of

the Settlement Agreement;

b.
PECO agrees that any failure to complete and/or maintain these initiatives,

without prior Commission approval, is a violation of this Settlement Agreement;

c.   To the extent that it is not completely clear in its initiatives, PECO commits to

making available for outage restoration 29 additional secondary personnel from Meter Services, above projected totals for 2001 and 2002, for the remainder of 2001, and for 2002;

d. PECO agrees to target, for restoration, problem circuits with outages greater

than 24 hours;

e. Prosecutory Staff agrees to conclude the subject informal investigation under

these terms and conditions and not pursue any further action against the Company with respect to its March 14, 1999 storm response;

f. PECO agrees that its compliance with the initiatives identified in Paragraph 19

of the Settlement Agreement does not insulate the Company from any future liability for its performance during future power outages.

Discussion 


The Commission’s regulation regarding investigations is set forth in Section 3.113 of Title 52 of the Pennsylvania Code, 52 Pa. Code §3.113.  Although an informal investigation may be terminated by letter if the Commission determines that no regulations or provisions of Title 66 have been or will be violated, formal action may be instituted if a violation or potential violation has occurred.  However, if the utility has committed to undertake action in order to address a potential violation or to resolve another perceived deficiency at the utility, in the form of a settlement, “the Commission’s adoption of the settlement or approval of the utility’s action will be considered at public meeting.” 52 Pa. Code §3.113(c)

At the time, snowstorm "Ernie" was the 15th worst major storm event in PECO's history with approximately 97,000 customers having service interrupted for more than six hours.  In fact, there were 2,601 customers without service for over 24 hours.  Service interruptions lasted for approximately 65 hours from 2:43 p.m. March 14, 1999 to 5:45 a.m. March 17, 1999.  

Prior to the occurrence of snowstorm "Ernie", the Bureau of Audits had conducted a review of the Company's June 1998 outages
.  Therefore, the draft of the Report on the review of the snowstorm "Ernie" 1999 outages, first released on September 5 of 1999, became the second review of PECO's outage response in a one-year period.  Clearly, PECO's performance in this area was a concern to Commission staff.

The performance standard for determining an adequate response to an outage is set forth generally in Title 52 of the Pennsylvania Code.  Section 57.194(d) requires an electric utility to restore service within the “shortest reasonable time.”  Since there is no limit on the amount of time that a service interruption can occur, the reasonableness of the length of time the outage lasts would depend on the circumstances and be determined on a case-by-case basis. 

The Company has taken corrective action to resolve this matter, essentially adopting the recommendations contained in Audit's Report.  Although a settlement agreement presented to the Commission that involves allegations of inadequate service might warrant a provision for a monetary penalty, we are satisfied, at this point, with the corrective action taken to improve service.  The purpose of this settlement is to assure that the Company stays the course.  The Company and the Bureau of Audits have agreed on a course of action and this agreement binds the Company to implementing the initiatives set forth in paragraph 19.  Of course, this action, in and of itself, would not 

immunize the Company from any future action on the part of the Commission for its performance during future power outages.  This continuing legal obligation to provide reasonable and adequate service cannot be minimized.
Prosecutory Staff and PECO have agreed to this amicable settlement in the interests of avoiding formal litigation and moving forward in the conduct of business in Pennsylvania.  PECO has taken and agrees to maintain corrective action implemented to improve service during power outages in the future.  PECO agrees that no material 

changes will be made to the initiatives, without prior Commission approval.  PECO also agrees to comply with the Public Utility Code and any and all regulations, guidelines and policy statements enacted thereunder.  Prosecutory Staff agrees to conclude the subject informal investigation under these terms and conditions.

Conclusion

After review, we are satisfied that the attached Settlement Agreement entered into between Prosecutory Staff and PECO is in the public interest as it concomitantly avoids the time, expense and uncertainly of litigation, while providing for the continuation of PECO's improvement in their storm outage performance; THEREFORE,

IT IS ORDERED:

1. That the attached Settlement Agreement entered into between Law Bureau

Prosecutory Staff and PECO Energy Company, is hereby tentatively approved as being in the public interest.

2. That all parties having an interest in this proceeding shall have 15 days

from the date of entry of this Tentative Order to file a written response.

3. That absent adverse comment within the 15-day comment period, this

Tentative Order shall become final without further Commission action.

4. That a copy of this Tentative Order shall be served on the Office of Consumer Advocate and the Office of Small Business Advocate.


BY THE COMMISSION







James J. McNulty







Secretary

(SEAL)

ORDER ADOPTED:  January 24, 2002


ORDER ENTERED:  January 25, 2002


� The Report and PECO's Responses have been filed at this M- Docket.


� Report on the Review of Certain Power Outages at PECO Energy dated September 15, 1998.
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