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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1730 %%

| NTRODUCED BY SEMVEL, LEDERER, RElI CHLEY, DENLI NGER, HORSEY,
SAYLOR AND SOLOBAY, JUNE 26, 2003

REFERRED TO COW TTEE ON CONSUMER AFFAI RS, JUNE 26, 2003
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AN ACT
Amending Title 66 (Public Uilities) of the Pennsylvania
Consol idated Statutes, providing for managenent audits of
public utilities.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Section 516 of Title 66 of the Pennsylvania

Consol i dated Statutes is anended to read:

8§ 516. [Audits] Managenent audits of certain utilities.

(a) GCeneral rule.--The comm ssion shall [provide for] have

the power to provide for managenent audits of any electric, gas,

t el ephone or water utility whose plant in service is valued at
not | ess than $10, 000, 000. [The audits shall include an

exam nation of managenent effectiveness and operating

ef ficiency. The conmm ssion shall establish procedures for audits
of the operations of utilities as provided in this section.
Audits shall be conducted at |east once every five years unl ess
the comm ssion finds that a specific audit is unnecessary, but

in no event shall audits be conducted | ess than once every ei ght
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years.] Absent special circunstances involving health, safety or

wel fare, audits shall not be conducted in a freguency dreater

t han once every five years, nor shall an audit conmmence sooner

than five years after the conpletion of the previous audit. The

conmmi ssi on may establish procedures for audits of the operations

of utilities as provided in this section and shall have the

di scretion to have such audits perforned by its staff or by

i ndependent auditors. A summary of the audits [nmandated]

aut hori zed by this subsection shall be released to the public,
and a conplete copy of the audits shall be provided to the
Ofice of Trial Staff and the O fice of Consumer Advocate.

[(b) Managenent efficiency investigations.--In addition to
t he audits mandat ed by subsection (a), the conm ssion shal
appoi nt a managenent efficiency investigator who shal
periodi cally exam ne the managenent effectiveness and operating
efficiency of all utilities required to be audited under
subsection (a) and nonitor the utility conpany responses to the
audits required by subsection (a). For the purposes of carrying
out the periodic audit required by this subsection and for
carrying out the nonitoring of audits required by subsection
(a), the conmm ssion is hereby enpowered to direct the managenent
ef ficiency investigator to conduct such investigations through
and with teans made up of comm ssion staff and/ or independent
consulting firns; further, the comm ssion may designate specific
itenms of managenent effectiveness and operating efficiency to be
i nvestigated. The nmanagenent efficiency investigator shal
provi de an annual report to the comm ssion, the affected
utility, the Ofice of Trial Staff and the O fice of Consuner
Advocate detailing the findings of such investigations.]

(c) Use of independent auditing firnms.--The conmm ssion may

20030H1730B2248 - 2 -



© o0 N oo o A~ wWw N P

N R R R R R R R R R R
o O 0o N o o M wWw N - O

require an audit under subsection (a) [or (b)] to be perforned
by an i ndependent consulting firm Wen the comm ssion[, under
ei ther subsection (a) or (b),] orders an audit to be perforned
by an i ndependent consulting firm the comm ssion, after
consultation with the utility, shall select the firmand require
the utility to enter into a contract with the firmproviding for
paynent of the firmby the utility. The ternms of the contract
shall include all reasonable expenses directly related to the
performance of the audit [or to the managenent efficiency
i nvestigation activities of independent consulting firnms at the
utility,] as well as [their] the preparation and presentation of
testinmony in any contested litigation which may be undertaken as
a result of the audit findings [under subsection (a) or (b)].
That contract shall require the audit firmto work under the
direction of the comm ssion.

(d) O her powers of comm ssion unaffected.--This section is
not intended to alter or repeal any existing powers of the

conmmi ssion to conduct other audits as necessary to protect the

public interest.

Section 2. This act shall take effect imediately.
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