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TO THE PENNSYLVANIA PUBLIC UTILITY COMMISSION:

I.  Introduction


By order entered November 29, 2004, the Public Utility Commission (“PUC” or the “Commission”) initiated an Advance Notice of Proposed Rulemaking (“ANOPR”) to consider establishing inspection, maintenance, repair and replacement standards under Chapter 57 of the Pennsylvania Code.  The ANOPR sets forth five questions on which the Commission specifically requests comments.  Comments are due 60 days from publication of the ANOPR in the Pennsylvania Bulletin, i.e., on February 9, 2005.

PPL Electric Utilities Corporation (“PPL Electric” or the “Company”) appreciates the opportunity to submit comments in this proceeding.  The ANOPR addresses important system reliability issues which are receiving increased emphasis as a result of the August 14, 2003 black-out.  However, as discussed in more detail below, PPL Electric believes that the Commission’s current regulations are more than adequate to address these issues, and there is no need for the Commission to establish inspection, maintenance, repair or replacement standards. 


The following comments by PPL Electric are divided into two sections.  The first section is a general discussion of reliability issues and an explanation of why additional standards are not required.  The second section responds to the five specific questions raised in the ANOPR.  

II. General Comments


PPL Electric believes that specific inspection and maintenance (I&M) standards, as contemplated in this proceeding, are unnecessary, would impose a significant burden on the Commission and all Electric Distribution Companies (“EDCs”), and would be counterproductive.


Specific I&M standards are unnecessary.  The PUC currently regulates the reliability of EDCs in Pennsylvania under the requirements of 52 Pa. Code § 57.191, et seq.  Specifically, an EDC must submit quarterly and annual reliability reports to the Commission.  52 Pa. Code § 57.195.  Those reports must include extensive information regarding the reliability of the EDC’s system, including specific remedial efforts taken and planned for the worst performing 5% of the circuits in the system.  If the EDC’s reliability performance does not meet the Commission’s estab​lished performance standards, the PUC can require additional reports.  52 Pa. Code § 57.195(g). Recognizing the scope of these existing regulations, if an EDC main​tains or improves its individual reliability targets, the PUC should not require additional information on the sub-processes used to achieve those targets, or prescribe I&M standards.  Finally, the Commission can investigate the reliability of an EDC’s system at any time and order corrective action, if necessary.  52 Pa. Code § 57.197.  The PUC has demonstrated that it can and will pursue its enforcement options when it believes that an EDC may have failed to meet reliability targets.  Investigation regarding the Metropolitan Edison Company’s, Pennsylvania Electric Company’s and Pennsylvania Power Company’s Reliability Performance, Docket No. I-00040102.  Unless an EDC fails to meet its targets without an adequate explana​tion, the Commission should not impose additional reporting obligations or I&M standards.


Specific I&M standards would impose a significant burden upon the Commission and Pennsylvania EDCs.  The amount of data required to implement such standards would be massive and, without knowledgeable interpretation, may not yield meaningful insights.  EDC service areas vary across the Commonwealth; some are predominantly rural while others are predominantly urban.  EDC system configurations and operating voltages are different.  Finally, EDCs in Pennsylvania use equipment from various manufacturers, and each manufacturer may have differ​ent maintenance and inspection cycles.  Because of all these differences, any effort to establish I&M standards would require substantial data collection followed by analysis and adjustments to reflect the various differences summarized above.  Such an effort would impose an unreasonable administrative burden on the Commission and Pennsylvania EDCs.  An undertaking of that magnitude would be particularly difficult at this time, with the Commission facing major challenges in the development of Provider of Last Resort regulations and implementation of the recently enacted Alternative Energy Portfolio Standards Act.  


Finally, specific I&M standards would be counterproductive.  Decisions regarding inspection and maintenance are only part of the judgments required to maintain reliable performance.  Other examples include decisions regarding repairing or replacing facilities, decisions regarding upgrading facilities and decisions regarding the operation of facilities.  Mandating I&M standards will affect these other considera​tions.  For example, an upgrade that might reduce the need for inspection and maintenance, and thereby reduce revenue requirements, might not be undertaken because the economic benefit of reduced inspection and maintenance would not be achieved if I&M standards precluded such reductions.  PPL Electric continuously balances inspection, maintenance, operating procedures, replacements and upgrades to produce consistently high levels of reliability while minimizing the impact on revenue requirements.  The Company continually seeks ways to manage its costs while preserving reliability, and the resulting improvements ultimately are passed on to customers.  If PPL Electric is required to adhere to I&M standards that do not yield value to customers, neither reliability nor costs are likely to improve.  If I&M standards are imposed, many EDCs would tend to focus on the process, instead of the results.  The Commission recognized these considerations in its final order at Docket No.  M‑00021619: 

“In the final regulations, the Commission declined to require specific inspection and maintenance standards for EDCs, because of the new methods and technologies that utilities are developing to improve the inspection and testing process.  The Commission also did not want to impose excessive requirements upon the EDCs and to engage in what may be considered micromangement.”

*          *          *

“Also, there is no evidence to indicate that a performance-based plan is better or worse than the use of standard inspection cycles, if implemented properly.  We agree with Staff’s observations, and we do not plan to propose the implementation of prescriptive statewide inspection standards.”

In short, prescriptive rules are likely to stifle the development of creative and innova​tive methods to maintain and enhance system reliability.  

III.  Specific Responses


The Commission set forth five questions in the NOPR.  Following are PPL Electric’s response to each:


“1.
Whether it is appropriate for the Commission to adopt specific inspection and maintenance standards.”


For the reasons discussed above, PPL Electric believes that it is not appropriate for the Commission to adopt specific I&M standards.  The Commission has issued reliability standards, and has demonstrated that, under those standards, it will investigate reliability concerns and mandate inspection and maintenance stan​dards, if necessary.  PPL Electric believes that the Commission’s current approach is appropriate – monitor each EDC’s system reliability, investigate when appropriate and mandate I&M standards on a company-specific basis, if necessary.  This approach has effectively maintained high reliability of EDC systems in the Common​wealth while avoiding the administrative burden of developing and administering statewide I&M standards.


That administrative burden could be significant.  The Commission would be forced to collect a great deal of operating data for each EDC in order to successfully monitor and regulate the I&M processes used.  The associated monitoring program would require periodic reporting of I&M performed and a comparison of the actual results against the expected performance.  The Commis​sion would have to determine if specific programs were as effective as planned.  This level of additional investigation and review would impose substantial administrative burdens on the Commission and the EDCs.

“2.
Whether standards should be placed in the regulations which are specific to each individual EDC, or whether all EDCs should be held to the same standard, and how would this be monitored and regulated.”


If the Commission elects to establish I&M standards, it should not adopt uniform standards for all Pennsylvania EDCs.  When the PUC promulgated the regulations in 52 Pa. Code Chapter 57, it was correct in adopting reliability standards unique to each EDC in the Commonwealth.  For many of the same underlying reasons, I&M standards must be tailored to each EDC.  Each EDC has its own planning and operating criteria that dictate what equipment is used, in what configuration, for what loads and what customer profiles.  These differing criteria may reflect the nature of the load being served and other variables such as population density, and service area characteristics.  Planning and operating criteria likely will result in unique inspection and maintenance cycles for the various components of the distribution system.


EDCs also may use equipment from various manufacturers, each with different inspection and maintenance cycles based on number of operations, time in-service, and design.  It would be impractical to establish statewide I&M standards that would properly apply to the myriad equipment types, manufacturers, configura​tions and uses throughout the Commonwealth.

“3.
What the standards should be regarding vegetation management practices, pole inspections, transmission and distribution line inspections, substations, transformers, reclosers, and other types of inspection and maintenance practices.”


As discussed above, PPL Electric does not believe that the Commis​sion should adopt I&M standards.  Accordingly, the Company has not undertaken a review of 52 Pa. Code Chapter 57 to develop specific suggestions regarding mandated I&M standards for the electric utility industry in Pennsylvania.  However, focusing only on its system, PPL Electric believes its current inspection, mainte​nance, repair and replacement practices are appropriate, based on the fact that, through application of these practices, the Company has successfully met the Commission’s expectations regarding reliability performance.  Those practices have been developed over many years of experience under a wide variety of circum​stances.  The Company continuously reviews its operations in an effort to enhance the reliability and cost effectiveness of its system.  PPL Electric’s current practices reflect those efforts and constitute appropriate I&M standards for the Company’s system.  


“4.
Whether standards should be established for repair and maintenance of electric distribution company equipment or facilities that are critical for system reliability.”


PPL Electric’s current inspection, maintenance, repair and replacement practices already account for “critical” facilities based on supplying the customers’ needs, the expected load cycle, reliability requirements, equipment performance and availability of spare equipment.  The Company believes that every other EDC in Pennsylvania also has its own criteria for “critical” facilities.


“5.
Whether there should be automatic civil penalties written into the regulations for failure to meet standards for more than three consecutive quarters or some other reasonable time period, depending upon the type of inspection and maintenance that is at question.”


Automatic civil penalties should not be written into the Commission’s regulations because such an approach would inappropriately limit the Commission’s discretion to respond to special and unique circumstances of the specific case.


The Commission should investigate the reasons behind any failures to adhere to its standards.  If that investigation reveals negligence, falsification or other serious endemic problems, civil penalties may be appropriate.  However, situations can arise that make adherence to I&M standards impractical or impossible.  Examples include recovery from a major storm event or equipment malfunctions inherent to a particular type of equipment that were unknown at the time of the fail​ure.  PPL Electric believes that the Commission should have the latitude to apply its discretion and judgement to individual circumstances and should not be compelled by regulation to impose a civil penalty which may not be warranted.

IV.  Conclusion

For all of the reasons discussed above, PPL Electric Utilities Corpora​tion respectfully recommends that Public Utility Commission not establish inspection, maintenance, repair and replacement standards under Chapter 57 of the Pennsyl​vania Code.  If the Commission elects to establish such standards, PPL Electric recommends that those standards be specific to each individual Electric Distribution Company and not include automatic civil penalties.

Respectfully submitted,

______________________________

Paul E. Russell

Associate General Counsel

PPL Electric Utilities Corporation

Two North Ninth Street

Allentown, PA 18101

(610) 774-4254

Dated:  February 9, 2005

at Allentown, Pennsylvania
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