
mailto:admin@libertyconsultinggroup.com










































































mailto:admin@libertyconsultinggroup.com




























https://firstenergycorp.com/our_electric_companies_home/pennsylvania_electriccompanypenelec.html
https://firstenergycorp.com/our_electric_companies_home/metropolitan_edisoncompany.html
https://firstenergycorp.com/our_electric_companies_home/mon_power.html
https://firstenergycorp.com/our_electric_companies_home/pennsylvania_powercompanypennpower.html


































































































































































































































































































































































































































































































































































Board of Public Utilities Final Report – Public Version Phase Two of an Affiliates and 
State of New Jersey Affiliate Relationships and Cost Allocation Management Audit of JCP&L 

 

 
February 7, 2023  Page 281 
 The Liberty Consulting Group 

 
Among the indirect allocation factors, excluding the multi-factor, headcount or customer numbers, 
the most obviously connected to cost causation, made up the large majority (75 percent) of the 
remaining allocations, further indicating rare use of cost causative allocation, apart from headcount 
and customer numbers. 
 

FirstEnergy SC Direct and Indirect Charges Summary 

 

c. Direct Charge Ratio 
The CAM includes “Direct Charge Ratio” among its 19 allocation factors, defining this factor as 
follows:  

The ratio of direct charges for a particular product or service to an individual subsidiary as 
a percentage of the total direct charges for a particular product or service to all subsidiaries 
benefitting from such services. Indirect costs are then allocated to each subsidiary based on 
the calculated ratios. 

 
This description offers a logical allocation method for costs centers with large percentages of direct 
charges. Allocating the remaining costs based on a ratio of the direct charges, as the description 
defines, makes sense in such cases. However, management does not calculate the factors labeled 
“Direct Charge Ratios” in that manner. 
 
Management initially appears to have used in 2021 five Direct Charge Ratios not calculated as the 
CAM provides. “Direct Charge Ratio-Square Footage Used,” one of those five factors appears 
similar to the CAM’s Square Footage factor. The other four apply different measures particular to 
certain cost types. We found them reasonable, but not contemplated by the CAM. Management’s 
explanation of each of them repeated the CAM’s definition of Direct Charge Ratio, but went on to 
describe them in ways that differed from that definition. Moreover, management later indicated 
that it added six more Direct Charge Ratios in 2021. 
 
Management observed that the CAM treatment “intentionally left broad” the Direct Charge Ratio 
to allow cost centers to interpret it as they felt appropriate.  

d. Factor Calculations 
We tested factor calculation using those applicable in 2021 through review of supporting work 
sheets and interviews with personnel familiar with the calculations.,  We found the worksheets 
provided supportive of the factors used, with all those examined exhibiting a reasonable allocation 

2017 2018 2019 2020 2021 Total
Direct Charges Total $29,358,958 $33,469,695 $33,733,541 $39,922,127 $38,856,630 $175,340,951

Multi-Factor (MF) $41,730,702 $44,153,712 $49,721,087 $53,038,196 $57,971,296 $246,614,993
Headcount $14,407,987 $24,353,118 $7,393,571 $626,507 ($1,694,862) $45,086,321
Customers $12,942,834 $14,377,962 $15,957,653 $15,634,220 $17,210,061 $76,122,730
Direct Charge Ratios $7,146,441 $5,490,264 $6,053,397 $6,189,065 $6,308,241 $31,187,408
Other $2,389,586 $2,988,199 $2,281,596 $1,963,491 $450,224 $10,073,096
Total $78,617,550 $91,363,255 $81,407,304 $77,451,479 $80,244,960 $409,084,548
Total Indirect less MF $36,886,848 $47,209,543 $31,686,217 $24,413,283 $22,273,664 $162,469,555
Multi-Factor % of Total Indirect 53.1% 48.3% 61.1% 68.5% 72.2% 60.3%
Headcount and Customer
% of Indirect less MF

74.1% 82.0% 73.7% 66.6% 69.7% 74.6%

Indirect Allocations

Charge Type

Less Multi-Factor
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basis, but again, with a number of deviations from the CAM. We did not find these anomalies 
indicative of inappropriate or incorrectly calculated factors. They do show, however, that the 
CAM, whose purposes include governing allocations, no longer fully and accurately reflects actual 
practice. 
 
For example, the “Participating Employees” factor uses per-company headcount of those 
participating in any of the Pension Plan, the Non-Qualified Pension Plan, or the Savings Plan. 
Employees participating in more than one get counted more than once. Management reported that 
the headcount factors used here came from sources differing from used for the Headcount factor. 
The JCP&L employees participating in the Pension Plan (1,366) exceeded the total number (1,314) 
used for the Headcount factor. 
 
Other deviations included: 

• We found the data required for the Multi-Factor Non-Utility factor, but no actual 
calculation of the factor itself 

• We found a calculation for “Headcount,” - - not a factor specified in the CAM, which 
addresses a “Participating Employees-General” that management described as the 
equivalent 

• The worksheet for 2021 factors included “Number of Payments,” which management 
described as not used anywhere 

• The worksheets include the calculation of a “Transmission Multiple Factor” used in 2021; 
the CAM does not identify such a factor 

• As noted above, calculations of the various Direct Charge Ratios did not conform to the 
CAM provisions. 

 
We also found, as good practice entails, specification of the different applications of the multi-
factor allocators; i.e., sometimes to all entities, and in other cases to only those benefitting from 
particular products or services whose costs management has deemed not subject to direct charging 
or to more cost-causative factors. 
 
The Multi-Factor-All factor assigns five percent of the costs it allocates to the parent, making the 
other entities to which it applies responsible for only their calculated share of the remaining 95 
percent of the costs apportioned by that allocator. Quantifying five percent as the exclusion did 
not result from cost analysis, but as described by management, reflects a legacy of the GPU/ 
FirstEnergy merger, reflected in documents filed with the U.S. Securities and Exchange 
Commission in 2003. Management has observed that the 2005 BPU order approving the Service 
Agreement encompassed the five percent allocation. 
 
A Multi-Factor-Utility factor apportions 100 percent of the costs to which it applies to the 
operating companies. A Multi-Factor-Non-Utility operates similarly for costs so apportioned only 
to non-utility operations. The CAM does not specify when or how to apply the Multi-Factor’s All, 
as opposed to the Multi-Factor Utility and Non-Utility factors, leaving that discretion to individual 
cost centers when choosing the factor to apply to their costs. 
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e. Off-Cycle Changes to the Factors 
The allocation factors normally undergo annual updating, following finalization of second quarter 
financial results. These updates apply the most current data to make changes that become effective 
at the start of the next calendar year. Adjustments during a year may undergo analysis and become 
effective in the case of major business change; e.g., addition or disposition of entities or lines of 
business. Management reported three principal in-year changes since 2010: 

• March 1, 2011 FirstEnergy’s combination with Allegheny Energy, Inc  
• February 1, 2017 adjustment to reflect creation of Mid-Atlantic Interstate Transmission 

LLC (MAIT) 
• July 1, 2020 adjustment to reflect agreement to provide FirstEnergy’s commercial power 

and energy businesses in bankruptcy to continue taking services from FirstEnergy SC 
through June 30, 2020. 

 
A ''''''''' ''''''''’’'''''''' internal audit report addressed documentation regarding events triggering in-year 
allocation factor changes. Management reported the addition of a presentation for management 
review of the results of the annual cost-center review and of a procedure instituted in December 
2020 to govern review and approval of any in-year factor requested by any FirstEnergy SC cost 
center. While both represent positive changes, neither address the recommendation for 
identification of triggering events warranting in-year factor reviews and changes. 

f. Allocation of Cyber Security Costs 
Management has employed six different measures for apportioning FirstEnergy SC cybersecurity 
costs. Three reflect Multi-Factor variations that affect JCP&L. Another, Transmission Factor 
described above, drives costs allocated to the transmission companies. The last two consist of 
direct charges. Management described the direct charge to FirstEnergy SC as arising under a 
capital project providing functionality and benefit to all affiliates. Annual BPU cybersecurity costs 
account for the other direct charge.  

4. Time Reporting 
Management generally described FirstEnergy SC and JCP&L time reporting policies since 2021 
by observing that “employees are expected to report their time regularly and accurately,” and that 
“new employees are expected to be trained concerning time reporting within a month of hire by 
their supervisor or a co-worker as defined in the new hire onboarding materials.” Six specific 
documents applicable to time reporting include:  

• Time Entry for New Employee, addressing mechanics of time entry, including how to set 
up time defaults, and how new employees can learn their default cost center from their 
supervisor 

• Time Entry for Employee Quick Reference Card, providing a shortened version of the 
Time Entry document and noting the importance of setting up defaults for regular time 
entry 

• Time Report Approval Process, providing detailed steps in supervisory approval of time 
reports 

• Time Report Approvals, defining the workflow of the time approval process 
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• Manual Timesheet Correction Process, addressing how to make necessary corrections to 
time reports  

• Manual Timesheet Correction, providing a form for making corrections. 
These documents provide appropriate instructions, but include no treatment of the importance of 
accurate time reporting or of direct charging where possible. Rather, the document’s focus on use 
of time coding addresses the use of “pre-coded” or default values to reduce time spent in time 
reporting. 

5. Training and Communication 
We examined how management communicates and underscores the importance of appropriate 
time and expense coding for charging and allocation purposes. Management provided a statement 
of its expectation that supervisors or co-workers will train new hires in their first month as defined 
in onboarding materials. Management also described time-sheet approval as a decentralized 
process, under which persons managing or supervising employees ensure that: 

• Their employees make time sheets entries for direct project or cost collector codes when 
“performing work for a specific entity” 

• Remaining time in each employee’s cost center gets “allocated through SAP based upon 
the FirstEnergy Service Company CAM.” 

 
In addition to the time-reporting documents listed above, management offered three similar 
instructional documents addressing how to report expenses and the approval process. Management 
also provided a procedure document describing the calculation of allocation factors. Again, 
providing useful instruction and background, the documentation offered did not address the 
importance of appropriate time and expense coding and of maximizing direct charging. One of the 
documents provided (Employee Expense Entry Training Guide) noted its use as a supplement to 
instruction led training. 
 
Management does not provide programmed classroom or on-line training for time recording. It 
relies instead on discussions and review with new hire supervisors and peer advisors to promote 
understanding of the documents that guide time and expense reporting. Management does not 
require representations or other documentation acknowledging the provision or receipt of the 
expected supervisor and peer training. A request for periodic training and communications about 
time charging elicited three, apparently “one-off” occasions:  

• 2014 training on “how to direct charge time for Corporate departments” 
• 2019 training “to certain FirstEnergy SC employees regarding direct vs. indirect costs” 
• 2021 training to the Legal Department “on direct charging time.” 

 
The 2014 training did cite direct charging as the best approach, but highlights Multi-Factor-All as 
the most common method. Management reported that the 2014 training has remained “available 
as an ongoing resource for employees to reference.” The 2021 Legal Department instance goes the 
furthest, citing direct charging as the best method and noting the importance of doing so in lieu of 
defaulting to the overall department cost center. It also stated that direct charging produces more 
accurate alignment of costs among entities served.  
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Nevertheless, no regular program for reinforcing sound time recording habits has existed. 
However, management reports the 2021 Legal Department training as a pilot for future use and 
stated that, in contrast to historical experience, it will move to mandatory annual training to all 
employees on direct versus indirect coding through live instruction or on-line internally through 
the Map My Learning module that tracks employee learning and development. Management 
reports completion of the training by External Affairs personnel with expected completion 
FirstEnergy SC-wide by mid-2022. 

6. Internal Control / Audits 

a. Controls 
We examined the SOX compliance audit reports and supporting detail around each of these cost 
allocation SOX controls. Two SOX controls addressed below give responsibility to General 
Accounting to address cost allocation processes for affiliate transactions. ANR-CTL-1171-00- GA 
Review of Allocation Factors describes the annual review and approval process for allocation 
factors. ANR-CTL-1088-00 – GA Review of Cost Centers describes a review of all FirstEnergy 
SC cost centers to ensure that the allocation of residual costs employs appropriate allocation 
methods and charges the appropriate companies. Other SOX controls address timely approval of 
all timesheets and complete charging out of all costs for each FirstEnergy SC cost center each 
month. Other operational controls address timesheet approval and mutual assistance transactions. 

b. Internal Audits 
Our request for copies of all internal audit reports regarding affiliate transactions or cost allocations 
conducted since 2010 generated ‘’’ reports. A number of them did not have implications for 
JCP&L. We examined '''''''''' relevant JCP&L Affiliate Relations and Associated Transactions 
audits - - '''''''' each from ''''''''''''''''''''''''''''''''''''''''''''''''. Internal Audit found the underlying cost allocation 
processes well controlled in all '''''''''' instances. We examined audit workpapers documenting key 
data, including the risk control matrix, issues identified, and field work results. Management 
reported the performance of full, comprehensive cost allocation audits every '''''''''    ' and the 
conduct of cost allocations testing as part of SOX audits. These audits also address direct charges 
under the Mutual Assistance agreement. 

c. Annual Review of Factors 
Calculation of allocation factors for the ensuing year apply data for the twelve month period ending 
June 30 of the current calendar year. Similarly, they use June 30 for balance sheet accounts. The 
General Accounting Service Supervisor conducts a preliminary review to validate agreement 
between the data and support schedules and to consider calculation accuracy and reasonableness. 
A secondary review performed by the Manager-General Accounting Service also occurs. 
Generation of a report ensures verification of all allocations and that all allocation percentages 
combined equal 100 percent. After use of the new percentages for the first time in January, General 
Accounting selects a ten percent sample of the cost centers for review to ensure that the allocations 
match the updated percentages. 
 
Our review of 2020 allocation factors showed evidence of required approval and disclosed data 
supporting the 10 percent sample review performed by General Accounting for the 2020 factors. 

■ 

-
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That review covered 124 cost centers, as compared with the 94 required to reach 10 percent. Our 
review found that 81 of the cost centers used the Multi Factor – All allocator and the remaining 43 
used the Multi-Factor Utility allocator. The review did not include any cost causative factors. 
Management explained that its testing of only these two Multi-Factor allocations resulted from 
their having the largest residual costs dollar value. 

d. Annual Cost Center Review 
The presentation packages documenting the 2016 through 2020 Annual Service Company Cost 
Center Reviews of factors proposed for the subsequent year proved reasonably complete and 
informative. Materials included a list of review participants, statistics detailing the number of cost 
centers, the number of changes requested by the cost centers, reasons for the requested changes, 
and calculation of the financial impact of the requested changes. We raised specific questions about 
them with personnel engaged in their preparation.  
 
We found a significant amount of change from year to year in the number of cost centers and the 
allocation methods employed by them. The following table depicts that churn, measured by 
number of cost centers Added, Closed, and Changed, either by the Allocation Method used, or by 
the Entity Supported by the cost center. Management cited changing business needs as the cause. 
The presentation packages explained some of the larger changes, which have continued to remain 
significant. 
 

Cost Center Changes by Type 

  
Added Closed Allocation  

Method 
Entity  

Supported 
2017 152 155 73 32 
2018 62 67 9 31 
2019 28 35 7 40 
2020 22 40 59 24 

Average 66 74 37 32 

7. Impact on JCP&L 

a. Charges to JCP&L 
We examined JCP&L’s share of the total allocations from FirstEnergy SC over time to identify 
whether their proportions changed materially. The next table shows the results from 2017 through 
2021. The JCP&L share has increased steadily since 2018. The largest increases are from 2018 to 
2019 (13.7 percent), and from 2019 to 2020 (9.6 percent). That result appears directionally correct, 
considering the transition undergone in the FirstEnergy commercial power and energy businesses 
over that period. As service levels to them diminished, the base of other entities over which to 
spread them dropped as well, making the resulting percentage shares of the remaining entities 
larger. Correspondingly, a reduction in costs should over time accompany those diminished 
services. If so, a smaller total cost to spread moderates the effect of the increased percentage.  
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Management explained the increased JCP&L percentage share from 2018 to 2019 to three 
principal factors - - two adding costs and one reducing them. JCP&L’s share of allocated O&M 
(one factor in the Multi-Factor allocation) rose due to higher tree trimming contractor costs and an 
increase in labor and employee benefit costs. JCP&L also experienced an increase in Direct 
charges from FirstEnergy SC for capital IT project and transmission program management costs. 
Lower storm costs offset these two increases in both capital and O&M categories. 
 
The mix of factors explaining the continuing increase from 2019 to 2020 changed somewhat. 
Directly charged capital costs increased, driven by IT projects, transmission program management, 
energy-efficiency projects, and substation and service-order projects costs. Storm cost experience 
reversed from the prior year, producing an increase in 2020. The separation of the entities that 
emerged from bankruptcy in early 2020 and that stopped taking services from FirstEnergy SC by 
mid-year reduced the base of entities over which to spread indirect costs from cost centers using 
the Multi-Factor-All, Multi-Factor-Utility/Non-Utility and Headcount allocation methods. That 
reduced base left all the operating companies with a source of increase in their shares of such costs. 
 
As one would expect directionally, total cost reductions as FirstEnergy transitioned out of serving 
the needs of its commercial power and energy business meant that a higher percentage share to 
JCP&L nevertheless produced lower total costs from FirstEnergy SC from 2018 through 2020. 
Many factors have affected JCP&L costs from FirstEnergy SC over the years as the following 
table shows. Changes in those factors make direct observations about cost reasonableness from 
just cost trends incautious. However, the 2.5 percent compound growth rate in charges to JCP&L 
from 2017 through 2021 does not appear anomalous from the perspective of allocation bases, 
particularly considering that increasing consolidation of central services has produced one 
categorical source of increase in total service company costs. 
 

Allocations from FirstEnergy SC to JCP&L 
Total FESC
Allocations Dollars Percent Dollars Percent

2017 $963,142,951 $107,976,508 11.2%
2018 $1,121,163,241 $124,832,950 11.1% $16,856,442 15.6%
2019 $909,759,060 $115,140,845 12.7% ($9,692,105) -7.8%
2020 $846,308,842 $117,373,604 13.9% $2,232,759 1.9%
2021 $836,975,672 $119,101,592 14.2% $1,727,988 1.5%

$11,125,084 10.3%

Year TO JCP&L JCP&L Change

Period Change  

b. JCP&L Review of Allocations 
We inquired into what information and activities ensure, from a JCP&L perspective, that charges 
and allocations to the company from FirstEnergy SC occur fairly and reasonably. Virtually all 
those responsible for developing, approving, reviewing, analyzing, applying, and changing 
allocation factors work under FirstEnergy SC direction. Such personnel also manage the data and 
calculations that produce the resulting charges, which come through an SAP process that does not 
provide monthly bills in a form typical of product and service billings in the marketplace. Testing 
of these factors exists, but not at a level managed by JCP&L leadership or personnel. 
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FirstEnergy SC management cited JCP&L review of affiliate costs charged to it through the 
“monthly financial close process.” Management identified Business Services personnel assigned 
to JCP&L as those responsible for conducting that review. Business Services personnel work under 
the direction of the FirstEnergy-level Vice President, Controller & Chief Accounting Officer. 
From within this organization, a Director, Utility Business Services has responsibility for a three-
analyst team that provides a variety of controller-related functions for the states of New Jersey, 
Maryland, and Maryland combined.  The Business Services member identified as responsible for 
JCP&L matters for these three states reported that reviews of New Jersey financial information 
takes an overall perspective, analyzing fluctuations from period to period and against budget for 
management reporting purposes. That review does not encompass a review of FirstEnergy SC 
allocation processes or the development and application of allocation factors or their specific cost 
consequences for JCP&L. Nor does this role extend to a review of the many cost centers whose 
costs JCP&L bears except for providing input to this. We ultimately understood management to 
agree that no JCP&L group or individual has responsibility for or conducts analyses or reviews of 
the allocations from FirstEnergy SC to JCP&L. 

8. NJ BPU Cost Allocation Requirements 
The BPU’s December 14, 2005 order in Docket No. EM02100777 requires that JCP&L file two 
periodic cost allocation reports. The first, a quarterly report, displays FirstEnergy SC charges to 
JCP&L by functional group, split between direct charges and indirect charges. The second 
comprises an annual comparison of new allocation factors with those of the prior year, 
accompanied by explanation of any year-to-year variations exceeding five percentage points. We 
examined the reports from 2016 through the first quarter of 2021. 

9. Commercial Power and Energy Separation 
A March 31, 2018 filing brought FirstEnergy’s entities engaged in commercial power and energy 
operations under Chapter 11 of the United States Bankruptcy Code. Those entities included 
FirstEnergy Solutions Corp. (FES) and FirstEnergy Nuclear Operating Company (FENOC). The 
Chapters that address Organization and Executive Management and Planning and Budgeting of 
this Phase Two report describe structural, contractual, and other efforts to continue to provide these 
entities with common services, pending bankruptcy resolution. Those chapters also describe the 
FE Tomorrow initiative, launched in January 2018 to redefine and restructure the resources 
providing common services as FirstEnergy transitioned to a business model essentially dedicated 
to electricity transmission and distribution. Actions taken to support that transition included a 
large-scale Voluntary Enhanced Retirement Program (VERP). 
 
Actions like the VERP reduced personnel-related FirstEnergy SC charges, but had an opposite 
effect on costs related to the assets FirstEnergy SC used to supply services. The next table shows 
depreciation costs for FirstEnergy SC assets from 2017 to 2021 and portions charged to affiliates. 
The table shows a fairly consistent amount of total depreciation on FirstEnergy SC assets from 
2017 through 2021. However, a significant shift in who took responsibility for shares of those 
costs occurred in 2021, the first full year in which the entities that had emerged from bankruptcy 
no longer took services from and therefore had no allocations from FirstEnergy SC. 
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The operating companies bore about two thirds of the relevant depreciation costs from 2017 
through 2020. That share rose to more than 97 percent in 2021. JCP&L’s share of those costs rose 
by $3.1 million (compared to its 2019 costs - - a 44 percent increase.) Management reported no 
material sales or other disposals of depreciable assets, given that their costs arose predominately 
from systems that remained necessary for use by the operating companies even after departure of 
the commercial power and energy business. Consequently, JCP&L, like the other operating 
companies had responsibility for legacy costs for assets designed and operated with that former 
business in mind. 
 

Depreciation Charges for FirstEnergy SC-Owned Assets 
Item 2017 2018 2019 2020 2021 

Total Billed from FESC $69,326,335 $68,739,693  $67,178,489  $60,516,672  $66,903,621  
Billed to Operating Companies $44,715,485  $44,461,279  $43,626,558  $40,144,412  $65,034,969  
Billed to Other Subsidiaries $24,610,850  $24,278,415  $23,551,931  $20,372,260  $1,868,652  
Billed to JCP&L $7,480,108  $7,010,302  $7,082,868  $7,421,749  $10,229,589  
Operating Company % of Total 64.5% 64.7% 64.9% 66.3% 97.2% 
JCP&L % of Total 10.8% 10.2% 10.5% 12.3% 15.3% 

10. DOJ, FERC, SEC, and Internal Investigation Implications 

a. Initial Vendor Examination 
Management provided an “Overview of Certain Payments and Discussion of Customer Refunds” 
dated March 17, 2021. Management reported cost misallocations among the sources of the 
payments and the subject of the refunds. We sought to ensure that a full, complete, and objective 
examination and identification of amounts properly subject to refund had occurred. Management 
proved unwilling to provide us with meaningful detail about the circumstances leading to internally 
directed efforts in these regards (explained in Chapter Twelve, External Affairs - - The “DOJ 
Investigation” of the accompanying Phase One report). We did not know then the nature or breadth 
of the circumstances leading to the initiation of those internally initiated efforts. Lack of 
transparency on the part of FirstEnergy leaves us in essentially that same position. 
 
A robust examination of affiliate transactions and costs generally and an interest in consequences 
for JCP&L customers specifically associated with events leading to and following the investigation 
by the Office of the U.S. Attorney for the Southern District of Ohio forms a material part of our 
work scope. Validating the sufficiency of those internally initiated efforts to identify and propose 
customer-focused remedies would go far in addressing the affected elements of our work scope. 
 
We sought to obtain information from which we could determine whether sufficient assurance 
existed to place confidence in the completeness of company-made adjustments to amounts 
specifically included in revenue requirements underlying JCP&L rate filings. Moreover, we 
consider other issues of corresponding importance: 

• Whether accounting information (whether or not underlying a rate filing) treats affiliate 
costs fairly, objectively, accurately, completely, and timely 

• Whether systemic account classification or cost allocation issues existed or remain 
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• The responsiveness of any revised policy, procedure, and practice remediation 
• A failure to consider those issues leaves open the question of what may happen to rates, 

which circumstances about what has happened show as a real risk for JCP&L 
• We have received representations that comprehensive, objective, sufficient review 

supported by outside expertise occurred and that it has proven sufficient to address not only 
known but potential problems. 

 
We have no independent basis for agreeing with those representations, however. As the 
immediately following section of this chapter describes, recently disclosed circumstances reinforce 
the need for independently validating them.  

b. Additional Internal Review Recently Commenced 
We learned after completing the accompanying Phase One report of new affiliate cost and lobbying 
concerns under internal review. They arose in response to inquiries made in connection with this 
Phase Two report and addressing outside costs for the formerly consolidated external affairs and 
communications functions at the FirstEnergy level. 
 
Historically, the communications function reported commonly with external affairs under 
FirstEnergy’s Senior Vice President, External Affairs. FirstEnergy terminated this executive, 
along with its CEO and lead marketing and branding executive, in October 2020, following an 
investigation regarding Ohio legislative matters and eventually forming part of the events 
disclosed in connection with the Deferred Prosecution Agreement later entered with the Office of 
the U.S. Attorney for the Southern District of Ohio. We asked management on January 14, 2022 
to provide a breakdown detailing the Communications and External Affairs organization changes 
that produced the large drop in costs and a mapping of costs by category to those new 
organizations. 
 
We also sought that information to provide a framework for examining cost changes by source 
(e.g., payroll, professional and contractor, material and equipment, among others). The leadership 
of these groups by the Senior Vice President, External Affairs for much of the period and the 
circumstances surrounding that executive’s departure gave importance particularly to the large 
share of costs assigned to a catchall “other-than-labor” category for which discretion exists in 
determining where to capture non-labor costs not assigned to other defined categories such as those 
listed earlier in this paragraph. The next table shows those amounts as large in the absolute, 
particularly so as a percentage of the total costs of the groups involved. Note that they exclude 
consultants and professional service providers, expected to provide services in organizations like 
those involved. Costs assigned to the category established for these resources averaged only about 
$10,000 per year. 
 

FirstEnergy External Affairs and Communications Costs 
Category 2017 2018 2019 2020 2021 Q3

Other Other than Labor $19,612,951 $12,144,905 $17,038,781 $10,514 $958
Total $31,377,592 $23,791,630 $26,427,156 $716,111 $96,134

Other Other than Labor Share 63% 51% 64% 1% 1%  
 

I I I I I 
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As we explain below, a sizable portion of the 2020 drop shown in the table resulted from the move 
of Communications out of the organization that housed it in the preceding years shown in the table. 
We concluded, as Chapter Twelve: External Affairs - - The “DOJ Investigation” of our Phase One 
report addresses, that management failed to disclose sufficient information to give confidence that 
what has been described as the Vendor Invoice examination was sufficiently comprehensive to 
identify and address all sources of improper or insufficiently substantiated charges to JCP&L (see 
Conclusion #6 from that chapter). 
 
Given the nature of the work of the organizations here and their operation under the Senior Vice 
President, External Affairs, we anticipated that the breakdown of costs requested would provide a 
test for examining if and how management reviewed the organization’s large body of 
miscellaneous other-than-labor costs. The table shows a large drop in those costs in 2020 and 
further in 2021 as events unfolded following the June 2020 U.S. Attorney’s announcement of a 
federal grand jury indictment of the Speaker of the Ohio House of Representatives. That indictment 
alleged violation of the racketeering statute by honest services wire fraud and receipt of millions 
of dollars - - with underlying events and circumstances later tied to the Deferred Prosecution 
Agreement. The request we made in January of 2022 sought information from which we could: 

• Distinguish sources of costs as between organization changes and reductions in certain 
categories of those costs 

• Provide a foundation for examining the nature of the miscellaneous other-than-labor costs. 
 
We received no answer until May 11, 2022. It showed the changes in costs arising from movement 
of the Communications group to another organization (Marketing & Branding) in 2020 and then 
to the CFO’s organization in 2021. The response cited reductions in advertising and sponsorship 
costs as the principal source of reduction in Communications other than labor costs from 2019 to 
2020. Management attributed further reductions in this category occurring from 2020 to 2021 
primarily to reduced advertising costs and commencement of assigning sponsorship costs to a cost 
center that holds them to the FirstEnergy Corp. level (i.e., ends charging subsidiaries, including 
JCP&L, for them). The response added that: 

FirstEnergy is also in the process of conducting a review of Lobbying, Sporting and Other 
Marketing Agreements, Advertisements, and FE Products and FE Home and, in particular, 
how costs were included in customer rates. 

 
This review appears to have begun after what we understood as already completed earlier efforts 
that included the Vendor Invoice examination designed to identify costs inappropriately charged 
to JCP&L and the other operating companies. New factors arising since completion of those earlier 
efforts include our January 2022 request described above and a FERC audit (described below) 
recommending action with respect to lobbying costs and their allocations. The review now 
underway concerns functions and thus cost sources under the responsibility of the two senior vice 
presidents terminated in October 2020. That factor opens to question why the costs at issue would 
not have formed part of the earlier completed reviews. The origins of those earlier reviews include 
events and circumstances associated with the terminated senior executives. 
 
We understood efforts to identify and address improper or insufficiently substantiated charges to 
JCP&L as completed by the time of our January 2022 inquiry. Ten days following our January 
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request, a confidential, January 24, 2022 letter from counsel for FirstEnergy Corp. confirmed the 
position that the investigation was both comprehensive and sufficient enough to identify and 
address the completeness and propriety of cost charged to JCP&L. We attach those portions of the 
confidential letter describing actions undertaken in reaching that position.  
 
The examination remains underway and without an estimated end date provided. That a new 
examination, as opposed to recourse to the one described as comprehensive and conclusive, has 
lately proven necessary, further emphasizes the concern raised in the Phase One report regarding 
the inability to place confidence in the scope, detail, conduct, completeness, and accuracy of the 
findings of that earlier work. The circumstances that existed when we expressed that concern thus 
remain, augmented by the facts just made available. It thus remains important for FirstEnergy to 
disclose details necessary for finally sharing its confidence that it has performed examinations 
sufficient to conclude that it has discovered all occasions and amounts of improper charges and 
allocation to JCP&L. 
 
We continue to consider transparency from the company and verification of its confidence in order. 
During an executive FirstEnergy interview, counsel responded to our expression of this point by 
stating that we (presumably meaning the BPU) could undertake its own review to secure that 
verification. With concerns and lack of access to needed information continuing, that time 
consuming, expensive exercise, perhaps repeated across multiple jurisdictions over or through a 
coordinated effort may prove the only way to secure transparency and confidence. Consuming the 
time and effort that would take would be unfortunate. 
 
The response to the information request discussed above noted that the recently initiated review 
includes lobbying. Management also responded recently to another request that cited a review of 
lobbying undertaken in response to the FERC audit cited above. We asked recently about plans to 
comply with recommendations of a February 2022 FERC audit report that, among other things, 
would require an analysis of internal and external lobbying costs and an addressing of those 
“improperly charged to utility operating accounts.” The response cited federal statutory and FERC 
regulatory provisions as precluding the provision of information at present, but promises to provide 
the BPU, after its completion, “details about the refund report, as relevant to JCP&L” and 
“details, as relevant to JCP&L” regarding final submission to FERC regarding overall compliance 
with audit recommendations. It remains uncertain when the materials will reach final form and 
what portions the BPU will receive (as opposed to summarized in FirstEnergy’s words).  
 
Before receiving this response, we considered the BPU’s awaiting of an opportunity for direct 
review of materials from the FERC audit as an option for determining next steps in assessing 
potential JCP&L retail rate consequences from related accounting issues. However, the familiarity 
of the response’s tone and preservation of company options does not (given how management has 
so far viewed transparency) provide confidence that eventual disclosures of the types quoted above 
will prove particularly helpful, as compared with proceeding now to require an independent 
examination, should the BPU find the need for further closure. 
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c. JCP&L Responsibility for Related Costs 
Chapter Twelve, External Affairs - - The “DOJ Investigation” of our accompanying Phase One 
report addressed large costs more directly associated with circumstances leading to and following 
the criminal investigation by the U.S. Attorney’s Office. We here examined other sources of costs 
to verify that JCP&L has not borne costs also more properly assignable to those matters. We 
considered several cost sources relevant: 

• Costs of remediation incurred to correct the issues leading to the investigations and their 
aftermath  

•  Actual costs of examination and investigation related to the circumstances leading to and 
following the investigation and actions by the U.S. Attorney’s Office and FERC and 
Securities and Exchange Commission (SEC) actions and proceedings, incurred by 
employees and outside resources 

• Cost incurred by employees and outside resources expended in connection with this 
engagement to prepare for and attend interviews, to prepare responses to data requests that 
related to the first two sources. 

 
Management has reported the charging of remediation and enhancement actions to the Office of 
Ethics and Compliance, making 14.54 percent of them allocable to JCP&L. Management has 
stated that it has accounted for internal and external costs related to investigation and actions by 
the U.S. Attorney’s Office and FERC and (SEC) actions and proceedings so as to keep them at the 
FirstEnergy Corp. level, without charges or allocations to JCP&L. 
 
The portions of this engagement that examine matters related to the investigation and actions by 
the U.S. Attorney’s Office and FERC and (SEC) actions and proceedings have the same cause as 
those addressed in the second bullet above. Cost treatment for JCP&L purposes should follow that 
same causation. However, management stated that:  

the cost of audits or investigations, including internal labor costs, related to each state 
regulatory proceeding are being charged to the respective utility. 

 
Efforts to confirm this approach produced a response that the cost of “time related to any drafting, 
processing or reviewing of data requests, outside counsel participating in senior executive and 
Board of director interviews and certain document productions as part of the BPU Management 
Audit” will remain at the parent.  
 
The following table summarizes 2020 and 2021 costs charged to costs collectors established by 
FE to respond to the DOJ, SEC, and FERC matters and investigations.  
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Charges for DOJ, SEC, and FERC Matters 
Cost Element 2020 2021 Total 

Direct Labor $0  $615,000  $615,000  
Dues, Fees, Licenses $29,415  $2,670  $32,085  
General Business and Travel $2,665  $121  $2,785  
Labor Allocations $929,680  $965,272  $1,894,952  
Materials and Equipment $5,399  $16,854  $22,253  
Other OTL Total $575,183  $3,686,404  $4,261,587  
Professional and Contractor $22,210,789  $63,863,284  $86,074,073  
Total $23,753,130  $69,149,606  $92,902,736  

 
JCP&L, however, will bear costs normally incurred in a management audit. Management also 
reported that it has:  

not tracked nor estimated costs related to interviews, data requests, and other activities for 
any specific portion of the NJ BPU audit. 

11. PJM and FERC Roles in Transmission Planning 
PJM long conducted transmission planning processes transferred to it by transmission owners in 
the PJM region (including JCP&L) under FERC jurisdiction in fundamental respects. PJM has 
also coordinated a process for incorporating stakeholder input into planning other, “Supplemental” 
projects to meet local needs. The PJM authority to form plans as it determines appropriate applies 
to areas specifically transferred to it by the transmission owners. It does not extend to areas where 
it has a role in the stakeholder process. In the latter case PJM may override any supplemental 
projects that conflicts with the plan over which it does have authority. However, for supplemental 
projects, the transmission owner(s) involved retain control over what they propose to place into 
their transmission plains.  
 
The planning authority of PJM extends to projects designed to address reliability criteria 
violations, operational performance issues, and congestion constraints. The supplemental projects 
include those that address related, but distinguishable needs: 

• Equipment Material Condition, Performance, and Risk: addressing degraded equipment 
performance, material condition, obsolescence, equipment failure, safety, and 
environmental impact to ensure safe and reliable transmission system operation 

• Operational Flexibility and Efficiency: optimizing configuration, duty cycles, and 
restoration capability; and minimizing outages to reduce exposure to outages or to improve 
restoration times, taking advantage of opportunities thereby presented to bring components 
to current standards and design principles 

• Infrastructure Resilience: anticipating and reducing magnitude and length of customer 
impacts from disruptive weather, geo-magnetic, physical and cyber security challenges, 
and critical infrastructure reduction 

• Customer Service: accommodating new, increasing, or future load reliably 
• Other Drivers: meeting other objectives, such as industry recommendations, potential 

generation retirements, technological pilot projects, and state policy objectives. 
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PJM conducts a Regional Transmission Expansion Process (RTEP). FirstEnergy’s Transmission 
Planning and Protection department (TPP) and FirstEnergy Transmission Services identify 
projects for submission to PJM under the regional transmission organization’s RTEP. PJM’s RTEP 
process applies to baseline projects under its planning authority and to supplemental projects.  
 
The FERC opened in August 2016 a proceeding to examine PJM transmission owner compliance 
with Order No. 890 obligations regarding planning for Supplemental Projects. That order requires 
coordinated and open local and regional planning processes that give stakeholders opportunity for 
meaningful input. PJM and the transmission owners in its region filed PJM Tariff amendments, 
including Attachment M-3 revising methods and procedures for addressing those obligations. The 
FERC compelled changes it deemed necessary to make Attachment M-3 provisions compliant with 
Order No. 890, accepting revised M-3 planning process provisions in September 2018. 
 
M-3 process design seeks an “open and transparent framework” for planning supplemental 
projects. It employs a defined sequence of events designed to bring together the PJM transmission 
owners, which include JCP&L, and stakeholders: 

• PJM transmission owners describe for stakeholders the criteria, models, and assumptions 
they use for planning at an “Assumptions Meetings” 

• Transmission owners present transmission needs and discuss them and stakeholder needs 
at a “Needs Meeting” 

• Transmission owners present to Stakeholders potential solutions to those needs at a 
“Solutions Meeting” 

• Stakeholders have an additional opportunity for input 
• “Local Plans” documenting solutions become part of the integrated PJM RTEP. 

 
We reviewed JCP&L’s approved transmission capital budgets for 2016 through 2022, showing 
separately the PJM Supplemental transmission subset. The table below on the first line shows 
budgeted transmission isolating the Supplemental portion for each year since 2016.  
 

Transmission Capital Budget Summary 
Category 2016 2017 2018 2019 2020 2021 2022

Total $188,668,736 $174,275,134 $156,066,112 $140,000,003 $173,483,065 $174,953,398 $322,571,418
Supplemental $ $153,431 $71,327 $3,003,978 $5,187,071 $51,319,557 $34,891,029 $51,726,477
Supplemental % 0.1% 0.0% 1.9% 3.7% 29.6% 19.9% 16.0%  

 
The significant increase in JCP&L costs for this work in 2020 (from 2019’s $5 million to $51 
million) reflects advancement of the PJM planning for such projects. Transmission operators 
develop and provide proposed Supplemental projects to PJM, offering 310 proposals through the 
first 11 months of 2020. PJM incorporated 116 projects in to its RTEP. 
 
PJM’s governing board does not approve the local plans that address individual transmission 
owner supplemental projects. Unlike the base RTEP components, transmission owners retain 
authority for proposing these supplemental projects. PJM’s roles lie in facilitating and coordinating 
the Attachment M-3 process and in ensuring no conflicts between the owner-proposed projects 
and those that form part of base RTEP elements. 

I I I 
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Beyond the base and supplemental project components of the RTEP, transmission owners also 
plan a variety of “asset management projects.” This work includes facility maintenance, repair, 
and replacement. Replacements include PJM transmission facilities reaching the end of their useful 
life (“EOL Needs”). Other needs include enhancing infrastructure security or system reliability 
and incorporating automation. A 2020 change approved by the FERC brought certain asset 
management projects within the scope of the Attachment M-3 process, while retaining at the 
transmission owner level final authority for proposing them. No change occurred to the allocation 
of costs, which Schedule 12 of the PJM Tariff governs. 

12. FirstEnergy Transmission Planning 
FirstEnergy’s Transmission Planning and Protection department (TPP) has planning responsibility 
for all transmission in which affiliates have interests, including JCP&L. Management cites as 
providing safe, secure, and reliable transmission service to customers as the overall goals of 
transmission planning, identifying projects based on the operational and reliability guidelines and 
criteria to build a capital program that serves transmission needs and objectives. 
 
Three TPP documents provide primary guidance in transmission planning for JCP&L and the other 
operating companies: Transmission Planning (TP) Criteria, Energizing the Future (EtF) methods, 
and End of Life (EOL) methods. 
 
TPP prepares the document that outlines applicable criteria, and the group also has responsibility 
for its maintenance and implementation. The TP document in effect since November 5, 2019 calls 
for application of North American Electric Reliability Corporation (NERC), Reliability First (RF), 
and PJM requirements as planning standards. Transmission planning criteria and related 
documents address: 

• Voltage level • Voltage and transient stability • Load curtailment 
• Voltage regulation • Reactive power • Short circuit 
• Facility Ratings • Transmission Connected Facilities • System Protection Designs 

 
A program that FirstEnergy terms EtF (Energizing the Future) identifies transmission system 
investments. EtF programs seek to improve the health, reliability, and capacity of the system in 
meeting existing and new loads. EtF guides efforts to meet FirstEnergy company obligations under 
the PJM Regional Transmission Expansion Planning (RTEP) process and to 
• Evaluate system health and inventory • Upgrade equipment condition 
• Enhance system performance • Improve operational flexibility 
• Improve network IT infrastructure • Address cyber and physical security 

 
The EtF program establishes project identification and assessment guidelines for six project types 
that address several types of needs: 

• System Condition • System Performance 
• Operational Flexibility • Communications: Reliability, Capability, and Resilience 
• Security • Transmission Asset Health & Inventory 
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Where deemed appropriate, management may propose work identified through the EtF process to 
PJM as Supplemental Projects. 
 
Management applies its EOL guidelines to address larger (100kV and above) transformers and 
lines. The Transmission and Substation Services department applies them to assess the health and 
condition of assets approaching the ends of their useful lives to determine failure risk, growing 
costs of maintenance, and technological obsolescence. Factors considered include performance 
and maintenance histories, equipment criticality and risks, age, and other considerations that may 
apply to specific facilities.  
 
Typical elements of EOL review for larger transformers include: 

• Alarm and device testing 
• Bushing age, failure history, and existence of monitoring capability 
• Grounding issues 
• Dissolved gas in oil  
• Insulation power factor 
• Clamping, blocking, steel core, and core and coil support structure inspection 
• Loading and fault history 
• Other moisture content, oil, oxygen, cooling, combustible gas, turns ratio, environmental 

considerations, or tap changer status. 
 
EOL considerations for transmission structures include factors such as: 

• Access to the structure  
• Structural steel components 
• Wood components 
• Weathering 
• Hardware (e.g., insulators and clamps) 
• Grounding 
• Foundations. 

 
EOL considerations applied to transmission line conductor replacement include age (50-60 years 
of service life) and other factors such as the number of splices, conductor core/strands, connectors, 
corrosion, heat damage, span length, metal type and shield wires.  
 
We asked for details about all electric transmission projects submitted to and reviewed by 
FirstEnergy for approval since 2010. Management changes in tracking software made management 
unable to provide details for projects pre-dating 2017. The details we sought included, among other 
elements, project descriptors, justifications, and impact on supply, economics, and reliability. The 
response listed more than 330 numbered projects with initial estimates totaling $310 million. Our 
review of the justifications, while in summary form, identified reasons consistent with the reasons 
commonly used to justify transmission capital expenditures. 
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13. Allocation of Transmission Costs 
Capital investments in JCP&L transmission projects include investments in reliability projects, the 
Supplemental projects discussed above, and other categories. Management reports that it charges 
all transmission plant-in-service capital costs 100 percent to project owners. JCP&L does not share 
ownership in transmission assets, meaning that it bears responsibility for all of their costs and no 
costs for assets owned by others. JCP&L has no shared transmission sites or projects. 

C. Conclusions 

1. The FirstEnergy CAM requires significant revision to conform it to actual practice. (See 
Recommendation #1) 

As a governing document establishing the appropriate allocation factors to use, the CAM should, 
but does not, reflect actual cost charging and allocation methods, factors, and calculations. The 
CAM fails to reflect factors actually used and describes factors no longer used. The CAM 
provisions for the Direct Charge Ratio do not conform to how management uses it. The failure to 
review the CAM for updating since first use in 2003 has contributed to the mismatch with actual 
practice. Even apart from the actual inconsistencies found here, good practice calls for regular 
CAM updating and the failure to do so speaks ill of the diligence paid to ensuring fair, complete 
and accurate cost charging and allocation. Management has stated plans for annual CAM review 
and update of the CAM, but without an intent to include changes to the allocation factors. We do 
not find prejudging that result consistent with the kinds of regular CAM review and updating that 
good practice contemplates. 

2. The current Service Agreement and Mutual Assistance Agreements also require revision. 
(See Recommendation #2) 

The current Service Agreement and the Mutual Assistance Agreement underwent revision in 2017, 
but only to address organizational changes. The sections dealing with the cost allocation factors 
exhibit the same inconsistency between their content and actual practices as does the CAM. 
Moreover, the CAM fails to include a section that the Service Agreement and Mutual Assistance 
Agreement use to detail allocation methods by product or service. We did not find clear 
explanations from management when discussing this section, encountering observations about its 
outdated and irrelevant content, because each cost center retains the flexibility to determine 
governing practice in the annual cost center reviews. In addition, the Service Agreement describes 
company bills and annual service requests in manners inconsistent with actual practice. 

3. The lack of a “bill” for affiliate transactions hinders the ability of JCP&L to influence 
the accuracy of transactions whose costs it pays. (See Recommendation #3) 

FirstEnergy’s enterprise system, SAP, automatically tracks affiliate transactions, and provides for 
recording transactions to the General Ledger as approved. System controls exist to provide a level 
of assurance regarding the completeness and accuracy of inter-affiliate transactions, but JCP&L 
should get monthly billing information that permits its independent analysis at the detailed level. 

4. Our examination of inter-affiliate transactions revealed no unexplained issues or 
anomalies. 
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The limits of the SAP processes in producing billing detail make cumbersome the analysis of 
individual transactions. Working around them as best we could, however, we found data and 
explanations provided reasonably connected to and consistent with our examinations related to 
transaction paths generally and to shared facility and mutual assistance transactions that we 
examined more specifically. 
 
We also tested transactions (including time reporting and external costs) in connection with 
examinations reported in other chapters (for example legal and vehicle costs addressed 
respectively in the Legal Services and Surface and Air Fleet Management Chapters of this Phase 
Two report). Moreover, as the Chapter that addresses Organization and Executive Management of 
this Phase Two report describes, we reviewed cost trends allocation factors, and service level 
change requests for services provided to the affiliates and operations engaged in commercial power 
and energy businesses as they transitioned through bankruptcy and through their first months after 
bankruptcy emergence, when services to them ended. Those reviews also found no anomalies. One 
exception, addressed in this chapter and remaining under internal examination exists in the case of 
External Affairs and Communications.  

5. Allocation factors actually used differ in many respects from those the CAM lists. (See 
Recommendation #4) 

Our examination of the factors used, where different from the CAM, indicated reasonable 
allocation bases and factors. However, good practice calls for the making of their allocation 
choices from those documented by an approved, regularly updated CAM. Business needs can call 
for new or changed allocation factors, but the CAM should reflect them, and they should result 
from change procedures soundly addressed by the CAM. 

6. FirstEnergy SC cost centers make overly heavy use of the choices permitted by the Multi-
Factor set of factors. (See Recommendation #4) 

Direct charging should apply in every case possible. When that option does not exist, indirect 
allocations should, whenever possible, occur under a factor that reflects cost causation of the 
product or service at issue. General allocators, like FirstEnergy’s Multi-Factor set of allocators 
should see use only where adequate cost causation cannot be determined; i.e., when one has only 
general measurement of size remaining as an option. Multi-factor allocations have a role and will 
likely drive a significant portion of cost apportionment, but should remain a last resort and be 
discouraged, lest their use become a too convenient default. The predominance of its use at 
FirstEnergy reflects insufficient attention to identifying and encouraging the use of cost causative 
factors. 

7. As practiced, use of the “Direct Charge Ratio” does not conform to CAM provisions 
addressing it. (See Recommendation #4) 

“Direct Charge Ratios” as actually employed comprise eleven different factors that produce 
various allocation methods, none of them applying what the CAM states. This factor has become, 
in practice, a catch-all that individual costs centers identify, even though not in the CAM. 

8. Worksheets supporting the annual calculation of allocation factors appear complete and 
accurate but do not conform to the CAM and factor definitions. (See Recommendation #5) 
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Our examination of the supporting calculations of the factors used revealed no errors or illogical 
calculations. However, the worksheets should match revisions made to the calculation of factors 
or to the terms used to describe the factors, consistent with revisions to the CAM or Service 
Agreement. 

9. Off-cycle changes to the CAM occurring during the audit period appear appropriately 
and adequately documented, but management has not made clear the implementation of 
enhancements committed to in the last management audit. (See Recommendation #6) 

Management responded to an internal audit report by committing to address triggering events that 
should require mid-cycle changes to the allocation factors. Management described for us two other 
allocation process changes made, but neither responded to the triggering event issue. Clarity and 
specificity would better serve the need for timely response, should major business, operations, or 
other changes render existing factors unreflective of cost causation. 

10. Management allocates cybersecurity costs using reasonable methods and factors. 
Our examinations of allocations for Cybersecurity costs found them sound and logically related to 
the work of the cost centers involved and those who benefit from the activities performed and 
capabilities provided. 

11. FirstEnergy focuses appropriately on ensuring understanding of and execution of time 
reporting procedure and process mechanics, but has not sufficiently emphasized the 
importance of direct charging in those documents or in training provided. (See 
Recommendation #7) 

All documents management provided as “time reporting policies” comprised “how-to” documents 
instructing employees on reporting time and approving it. We did not find emphasis on the 
importance of direct charging time rather than using default values whenever possible. Particularly 
given the lack of that emphasis, communicating to employees that using the default code in place 
saves time in reporting, stands out as counter to the message that employees should get. 
 
Until recently, training and communication regarding the importance of accurate time reporting 
and direct charging operated as a decentralized process that relied on employee supervisors and 
peers. Management reported early efforts underway to extend mandatory training to all Service 
Company employees by mid-2022. 

12. Adequate controls address cost allocation processes. 
Our review of controls around cost allocation, the related SOX review and the review of selected 
internal audit reports disclosed no issues, concerns, or gaps. 

13. Management conducts generally appropriate annual reviews of allocation factors, but 
relies on an insufficiently diverse sample review. (See Recommendation #8) 

The 10 percent sample review performed by the General Accounting department for the 2020 
factors encompassed 124 cost centers reviewed. Combined, those centers used only one of two 
factors - - both general allocators from the Multi-Factor set. This concentration resulted from 
applying dollar value as the criterion for selecting the sample. The annual reviews seek to ensure 
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agreement between data and support schedules and to verify the accuracy of calculations. 
Restructuring the sample to include a wider range of factors would better serve the purpose of the 
testing. It should prove possible to test most, if not all factors without compromising the dollar 
size of those selected. 

14. The annual cost center review does not make sound use of the CAM as a control over 
changes to allocation methods and factors. (See Recommendation #9) 

Annual cost center reviews call for reviews by each cost center of changes that may render existing 
allocation factors sub-optimal in aligning costs with causes and beneficiaries. Management carries 
out that process, but uncontrolled by the need for cost centers to limit themselves to allocators the 
CAM authorizes. Cost centers have the ability to identify allocation details not necessarily 
consistent with methods authorized. The CAM can change where needed, but a mature and stable 
version subject to clear and timely change control should serve as a control on how readily and 
freely individual cost centers can diverge. 

15. The shares and amounts of FirstEnergy SC costs allocated to JCP&L do not show 
anomalous trends. 

We examined changes in FirstEnergy SC cost percentages and dollar amounts borne by JCP&L. 
We sought explanations for changes over recent years, finding them reasonable. JCP&L’s share 
and dollar amounts appear directionally correct and consistent with the timing of those changes. 
Our reviews of major service company organizations, functions, and costs (both internal and 
external) employed testing of the drivers of costs and of particular transaction sets. That testing 
also generally found logical and appropriate reasons for identifying JCP&L as a beneficiary and 
for determining the shares of costs the utility has borne. Overuse of general allocators generally 
(see Conclusion #6) stands as an exception, as do open issues regarding the pending review 
allocations, among other circumstances (see Conclusion #20). 

16. JCP&L does not have a sufficient role in development of allocation factors, in their 
application to FirstEnergy SC costs, or in examining the resulting costs charged to 
JCP&L. (See Recommendation #10) 

All those engaged in development of allocation factors, their application to FirstEnergy SC costs, 
and the resultant charges to JCP&L operate under FirstEnergy SC direction. No JCP&L 
independent review of the results of the cost allocation process focused on ensuring fair treatment 
for New Jersey customers takes place. 

17. FirstEnergy complies with the procedural requirements applicable to NJ BPU cost 
allocation reporting. 

Our review of a sample of filed reports revealed no missed dates or lack of required information. 
Resources knowledgeable about the required data engage in the preparation of those reports. 

18. The separation of the commercial power and energy business largely drove a shift of some 
$3 million in annual depreciation costs to JCP&L. (See Recommendation #11) 

The separation of the commercial power and energy business left FirstEnergy SC with a 
substantially smaller base over which to shift the costs of carrying assets (principally consisting of 
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large systems) that it did not transfer with that business to new owners and which FirstEnergy SC 
could not transfer. 
 
Management designed and has operated those systems to accommodate joint i.e., operating 
company and non-utility business use. The arrangements for charging their costs clearly 
anticipated annual fluctuations in the factors driving the costs of those assets, for which the non-
utility entities had responsibility for about $20 million in annual depreciation (about one third of 
total depreciation on those assets). Subject to those adjustments, however, it appears clear that the 
assumption behind joint design and use was or at least should have been that both sets of users 
were going concerns. That did not turn out to be the case here. Moreover, it is generally true that 
such non-utility enterprises impose greater financial risks than do utility operations. Experience in 
the industry also shows that those risks, always at least marginally greater, can become severe. 
 
The question becomes whether the asset value lost or stranded by the failure of the entities involved 
should become utility customer costs. The generating facilities did not, nor would system costs 
were they to have been owned or installed directly by the failed entities or ownership apportioned 
as their costs were. It is not clear why a failure to protect JCP&L from failure risk should leave its 
customers exposed to the cost consequences. Nor is it clear why the mere decision not to apportion 
ownership of the assets in the first place should produce the same effect.  
 
We do not find convincing the notion that simply spreading the depreciation over the remaining 
regulated entities, has a sound foundation. That result would not have occurred under and arms’-
length relationship between unaffiliated parties duly sensitive to financial risk. It would not have 
happened had the failed entities made their own investments in the assets. It would not have 
happened had asset ownership sharing occurred in a sound way between the operating and the 
failed companies. The question is whether it should happen simply because FirstEnergy chose a 
service company as the home for the assets without creating the kinds of financial protections 
against business failure (as opposed to normally expected annual fluctuations in measures driving 
allocations) that it appears would have been commercially reasonable in an arms’-length 
relationship. 

19. Management has taken an inconsistent approach to making JCP&L responsible for costs 
arising from or otherwise attributable to circumstances associated with the criminal 
investigation of the U.S. Attorney’s Office and with related FERC, SEC, and court 
actions. (See Recommendation #12) 

Cost collectors exist to retain at the FirstEnergy Corp. level costs related to circumstances arising 
from, related to, and following the investigation by Office of the U.S. Attorney for the Southern 
District of Ohio and the Deferred Prosecution that followed. It has done the same for costs incurred 
in response to related inquiries from and matters before the FERC and the SEC. It has also done 
the same for the costs of defending shareowner and other related court litigation. It will not allocate 
to the operating companies the large dollar penalty under the Deferred Prosecution Agreement or 
presumably settlements or awards under the court litigation.  
 
These plans are appropriate, albeit expected. However, the same logic for doing so applies to other 
cost sources for which JCP&L will pay.  
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First, costs related to remediation and enhancements are being charged to the Office of Ethics and 
Compliance. Much of the remediation and enhancement concerns follow an extensive list of 
actions and verifications to which FirstEnergy Corp. has agreed under the Deferred Prosecution 
Agreement, making that agreement the initiating cause for the actions and costs involved. 
Moreover, to the extent that substantial costs have occurred and will continue to create what should 
have already existed or to verify that it does exist, it remains unclear why those are considered 
JCP&L utility costs. In other circumstances one might postulate colorable arguments to the 
contrary. However, here they arise from conduct that produced criminal charges, 
acknowledgement of the truth of allegations underlying those charges, and a severe financial 
penalty. Resulting remediation and enhancement costs under those circumstances do not bear a 
relationship to what comprise normal and reasonable utility costs for JCP&L. 
 
Second, some portion of the costs management has borne in connection with our engagement here 
relate to responses to information requests and preparation for and conduct of interviews directly 
connected to addressing the elements of our scope that relate to the consequences and implications 
of the same actions and matters described above. To the extent inquired into by the U.S. Attorney’s 
Office, the FERC, or the SEC, FirstEnergy Corp. has deemed them unavailable for allocation to 
JCP&L. Engagements like this one do not ordinarily include inquiries into such matters and the 
requirement to do so here arises from the same circumstances that produced inquiry by those other 
authorities. 
 
The interests of the BPU in the circumstances and their aftermath may not be identical to those of 
those other authorities, but they are equally valid. We do not see a reason for distinguishing them 
for regulatory accounting purposes.  
 
A related issue arises in connection with distinguishing between employee time and costs 
involving outsiders does not have a basis. By whomever employed in the FirstEnergy family of 
companies, all personnel have the duty to charge time to the proper activity. The same foundation 
that calls for isolating outside costs for regulatory accounting purposes applies to internal time. 

20. Concerns about the ability to verify the sufficiency of internal examination of cost 
allocations remain and the need to initiate another such examination underscores them. 
(See Recommendation #13) 

Chapter Twelve, External Affairs - - The “DOJ Investigation” of the accompanying Phase One 
report described the importance of verifying that review such as that performed under what has 
been termed the Vendor Invoice examination had scope, depth, objectivity, candor and 
completeness sufficient to identify all sources of inappropriate and misallocated costs. 
Management has not provided the transparency needed for an independent assessment of those 
aspects of internally initiated reviews. Replicating them in a manner that would give the BPU 
confidence in the results would take a very extensive effort well beyond the scope of this 
engagement and requiring more resources than the whole of this engagement allows.  
 
We had hoped that the transparency we sought would have enabled verification that internally 
initiated examinations were sufficient to provide confidence that all that was material and to be 
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found had been found and corrected, with appropriate accounting adjustments. Management’s 
representations were that internally initiated reviews had those characteristics and proceeded under 
methods and activities conservatively defined, robustly executed, and candidly overseen. Given 
the nature of the actions and circumstances underlying them, the engagement of top leadership in 
those actions, the reputational exposure, and (not least) the large financial litigation exposure still 
looming, we did not find those representations alone a sufficient basis for confidence in reporting 
the “mischief managed.”  
 
No greater transparency about the earlier reviews has come. Instead, tangible reason for 
questioning their sufficiency has emerged. Another, examination has commenced, commencing 
following the recently completed FERC audit and a long-delayed response to our inquiry regarding 
outside external affairs and communications costs. It remains unclear why completed reviews 
described as comprehensive and conclusive yield to a further one.  

21. Transmission planning for JCP&L employs sound criteria consistent with PJM planning 
scope, standards, and considerations. 

TPP, the central FirstEnergy transmission planning group has responsibility for the content and 
execution of Transmission Planning Criteria, Energizing the Future, and End of Life 
documentation that guides transmission planning for JCP&L and the other operating companies: 
These documents together identify the methods, bases, criteria, and factors that drive transmission 
planning, including that required for Supplemental projects. PJM, under direction provided by the 
FERC has responsibility for baseline and supplemental transmission planning in the region it 
oversees. 
 
PJM performs that role as part of its overall responsibility for coordinating the movement of 
wholesale electricity across New Jersey as part of a 13 state PJM region that also includes the 
District of Columbia. 
 
The PJM Board of Managers does not approve Supplemental Projects. It does perform a “do-no-
harm” analysis seeking to verify no negative impacts from such projects on regional transmission 
system reliability. 

22. We did not find indication of concern about supplemental or shared-site transmission 
project costs. 

Management reports the charging of actual transmission project plant-in-service capital costs 100 
percent to the transmission project owner for all types of transmission projects. Management 
further reported all JCP&L transmission projects as wholly owned by the utility, obviating the 
need for allocations regarding their costs. PJM’s RTEP include Supplemental Projects, with their 
costs allocated 100 percent to the zone in which the transmission facilities are located.  

D. Recommendations 

1. Update the CAM to match the factors currently in use and conduct an annual review 
thereafter to ensure continued applicability. (See Conclusion #1) 
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One should accept that that changing the factors requires regulatory approval, and thus entails 
some administrative burden. Nevertheless, disconnects between the CAM and cost allocation 
practice renders the current CAM an historic relic, without meaningful connection to the practice 
it is intended to govern. An annual review, after an initial overhaul, is an appropriate vehicle to 
maintain relevance. 

2. Update the Service Agreement and Mutual Assistance Agreement to be consistent with 
the CAM and the annual cost center review process. (See Conclusion #2) 

Attachment 1 in the Service Agreement, and in the Mutual Assistance Agreement are outdated and 
inconsistent with the annual cost center review process. In order to make the documents consistent 
with practice, the Service Agreement and Mutual Assistance Agreements would need updating 
annually to match changes to the annual cost center review process or eliminate Section 1 from 
the Service Agreement and Mutual Assistance Agreement and insert language describing the 
process and controls around the annual cost center review process. 

3. Explore what changes must occur to enhance SAP configuration to allow for the 
production of a monthly summary of transactions from one affiliate to another. (See 
Conclusion #3) 

The current system configuration has system controls to assure the completeness of transactions, 
but creation of a monthly affiliate to affiliate summary would provide useful gains in assurance of 
accuracy of each transaction. 

4. As part of the revision of the CAM, undertake, a thorough review to determine the most 
logical and cost causative factors for each cost center. (See Conclusion #5, #6, and #7) 

Each cost center should take a fresh look at possibilities for allocation bases that represent a logical 
and cost causative way to allocate its costs, without being bound by the current CAM. Allowing 
for the development of an allocation method that best fits the nature of the costs in a given business 
center may help to reduce the churn in cost centers that change their allocations from year to year. 

5. Revise allocation factor calculation worksheets to align with other changes in methods or 
language in the CAM and Service Agreement. (See Conclusion #8) 

While the existing worksheets do an adequate job of supporting the current factors, the language 
and references do not fully align with the current CAM and will need adjustment for any changes 
made as a result of the recommended review of factors. 

6. Implement the enhancements committed to in the 2011 Management Audit regarding the 
identification of triggering events that would require a mid-cycle change to the allocation 
factors. (See Conclusion #9) 

Enhancements offered by the Company were not responsive to the issue raised in the last 
management audit. 

7. Create a time reporting policy document that emphasizes the policy of direct charging 
and the reasons why it is the most appropriate way to charge time when possible and 
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establish a formal, recurring training and communications program. (See Conclusion 
#11) 

The documents provided by the Company as “policy” documents took the form of procedure 
documents that, while important, do not identify the policy issue of direct charging. 
 
Ensure that the newly developed time reporting training completes the planned roll out to all 
Service Company employees and provide for required annual training thereafter. Further, new hire 
materials should specifically and emphatically address the importance and reasons for direct 
charging. Management should stress proper time reporting and the importance of direct charging 
where possible, and the concept’s critical importance, at the beginning of a new hire’s 
employment, with regular reinforcement via mandatory annual training. 

8. Employ in the annual review of allocation factors a sampling selection method that 
ensures broader coverage of different allocation methods. (See Conclusion #13) 

Testing only two factors limits the effectiveness of the control that this review can provide. The 
effectiveness of the control depends on the coverage of many factors. While the impact of a 
particular factor is influenced by the number of cost centers using the factor, the amount of costs 
using the factor and amount of the costs flowing from large cost centers, diversity is more 
important than size in measuring the effectiveness of this control. 

9. Following a thorough review and modification of the CAM, strengthen the cost center 
review process to ensure that cost centers use only allocations detailed in the CAM. (See 
Conclusion #14) 

With a revised CAM that better reflects the nature of the costs in the business, the level of churn 
observed should reduce. 

10. There should be a review of the development and application of cost allocation factors 
and the resultant changes to JCP&L by someone whose focus is JCP&L costs and 
protection of New Jersey customers. (See Conclusion #16) 

We detected no bias suggesting an unfair allocation of costs to JCP&L, but consider having a 
JCP&L employee with a JCP&L-only focus an effective additional control to ensure that New 
Jersey customers pay their fair share of FirstEnergy SC costs. 

11. Consider holding the depreciation and carrying charges associated with the portion of 
FirstEnergy SC assets previously charged to FES and FENOC at the parent company, 
rather than increasing the allocation to the regulated entities. (See Conclusion #18) 

Having failed to provide for the possibility of bankruptcy in the Service Agreement and having 
failed to recover the stranded costs as a result of the FES & FENOC bankruptcy and having failed 
to sell or otherwise dispose of any assets, circumstances left FirstEnergy SC with a large body of 
asset-related costs the same as those before departure of the commercial power and energy 
businesses. New Jersey customers should not pay for those entities’ shares of return of and on 
those assets. FirstEnergy Corp. should account for those costs in a manner that does not subject 
JCP&L to portions of them. 

































https://advance.lexis.com/container/?pdmfid=1000516&crid=1e4eafdd-ab33-406e-8849-3b2c47d59aca&func=LN.Advance.ContentView.getFullToc&nodeid=AAUAAE&typeofentry=Breadcrumb&config=00JAA5OTY5MTdjZi1lMzYxLTQxNTEtOWFkNi0xMmU5ZTViODQ2M2MKAFBvZENhdGFsb2coFSYEAfv22IKqMT9DIHrf&action=publictoc&pddocfullpath=%2Fshared%2Fdocument%2Fadministrative-codes%2Furn%3AcontentItem%3A5XKV-PWB1-FFMK-M3SD-00008-00&pdtocfullpath=%2Fshared%2Ftableofcontents%2Furn%3AcontentItem%3A7XT6-6F60-Y903-S559-00008-00&ecomp=4ssdkkk&prid=3e5bcfce-0bbf-49c9-a367-33cacea18d6c
https://advance.lexis.com/container/?pdmfid=1000516&crid=1e4eafdd-ab33-406e-8849-3b2c47d59aca&func=LN.Advance.ContentView.getFullToc&nodeid=AAUAAE&typeofentry=Breadcrumb&config=00JAA5OTY5MTdjZi1lMzYxLTQxNTEtOWFkNi0xMmU5ZTViODQ2M2MKAFBvZENhdGFsb2coFSYEAfv22IKqMT9DIHrf&action=publictoc&pddocfullpath=%2Fshared%2Fdocument%2Fadministrative-codes%2Furn%3AcontentItem%3A5XKV-PWB1-FFMK-M3SD-00008-00&pdtocfullpath=%2Fshared%2Ftableofcontents%2Furn%3AcontentItem%3A7XT6-6F60-Y903-S559-00008-00&ecomp=4ssdkkk&prid=3e5bcfce-0bbf-49c9-a367-33cacea18d6c
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FirstEnergy and JCP&L Advertising Summary 

 
 
Management did not provide information for three entities operating as RCBSs during the period 
requested - - FES, FTS, and Suvon. The former two no longer exist as affiliates. We sought to 
review advertisements and other relevant materials to verify compliance with the Standards. 
Management provided FES advertising materials in response to a follow-up request, noting that 
none aired or ran in New Jersey. Management also reported no FTS or Suvon advertisements 
placed in New Jersey either. 
 
We observed the following from a review of the web pages of the relevant FirstEnergy entities, 
including JCP&L. FirstEnergy’s www.firstenergycorp.com webpage focuses on the types of utility 
parent/holding company items typically found at other similar entities, with prominent items of 

Storm Advertising 2011-2020
Run across the various FE Opco service territories before, during, and after major 
weather events; communicated safety guidance, restoration plans, and contact and 
communication methods

Game Time 2013-2014
Campaign to highlight FE's naming rights sponsorship of the Cleveland Browns 
stadium

Power Center Stay Connected 2013-2014 Ads highlighting outage communication and contact methods - - state specific

WARM Program 2013-2021
Campaign to increase awareness and add participants in the PA-specific program 
which provided energy use and savings programs

Power to Help 2014-2015 Ads highlighting FE employees community involvement - - Habitat for Humanity

PA Smart Meter 2014-2019
Campaign to educate PA customers about the replacement of meters with smart 
meters

Browder Field 2015-2016 Campaign highlighting restoration work to a football field in Cleveland

Energizing NJ Hometown Energy Team 2015-2016 Ads showing JCP&L employees to highlight company work and impact on customers

eBill 2016 Campaign to increase customer awareness and enrollment in eBill program

Ohio Promise PPA 2016
Materials describing an ad explaining FE's proposed plan for Ohio expenditures for 
matters including the nuclear plant subsidization; company materials note a counter to 
"dubious claims" from other parties

Switch Is On 2016 Campaign highlighting FE sustainability commitments

SmartMart 2017
A $2 million+ campaign to introduce customers to an online shop for home products 
and services 

You First 2017-2018
Campaign to highlight customer service and non-tariffed company product and 
services offerings

Brighter Future 2018-2020
Ads focusing on future focused efforts of FE and using individual employees to 
highlight these efforts

Energy Efficiency 2019 OH EDC billboards focusing on energy efficiency programs available to customers

IBEW 2019-2020 Campaign promoting FE-IBEW partnership and system modernization impacts

Thankful for Customers 2019 NJ-specific ads observing outages and thanking community stakeholders

OH Smart Meter 2019-2021
Campaign to educate OH customers about the replacement of meters with smart 
meters

Bill Assistance 2020 Information on customer bill assistance programs
Public Safety 2020-2021 Safety awareness campaign

Various JCP&L 2021 Various ads with safety tips and a congratulatory ad for JCP&L's President

Advertising Campaign Years Active Description

http://www.firstenergycorp.com/
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potential relevance here including information about FirstEnergy’s “Electric Companies,” its 
“Newsroom,” an “About Us” link, “Community”, and “Careers.” The top right includes a customer 
log-in portal for account management and payment and billing functionality, a link to investor 
relations materials, a link for potential suppliers to FirstEnergy, a safety page providing extensive 
information about customer-focused safety initiatives, and a contact page. The next illustration 
depicts the home page. 
 

FirstEnergy Home Page Depiction 

 
 
Below those features, at the time of our audit field work, a scrolling set of images included six 
items: 

• Coronavirus information for customers 
• Highlights of selected employees “who work to deliver safe, reliable power” 
• Transmission projects, including state-specific information 
• Home and business energy savings programs, applicable to each state in which FirstEnergy 

utility operating companies provide service  
• A careers page including the option to view jobs available system-wide 
• Communications reminders for various outage and other communication paths available to 

customers. 
 
Visitors to the site would not encounter products and services outside electricity delivery until 
scrolling past the initial home page. Our review of these product listings and availability indicated 
none available in New Jersey. 
 
Home page links to Suvon’s FirstEnergy Home and FirstEnergy Advisors connect to their 
respective websites: 

• www.firstenergyhome.com/ 
• www.firstenergyadvisors.com/firstenergyadvisors.html 

 

J. LOGIN , ,2. IHVESTOIIS '5" SUPl'\.IERB § SMIT'/ \. COIITACTUS 

FirstEnergy_ -- . 

http://www.firstenergyhome.com/
http://www.firstenergyadvisors.com/firstenergyadvisors.html
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Both sites include the following disclaimer at the bottom banner of the home page, which 
FirstEnergy Home includes in each subsequent page of its website, but FirstEnergy Advisors (not 
active in New Jersey) does not: 
 

FirstEnergy Home Webpage Disclaimer 

 
FirstEnergy Advisors Webpage Disclaimer 

 
 
The disclaimers convey a message consistent with those used by other New Jersey utility affiliates. 
We observed no links or connection to these sites on either the FirstEnergy or the JCP&L page. 
Archived versions of the FES website similarly appeared to include a similar disclaimer on each 
page. We could not locate archived webpages for FTS, but management reported that “FirstEnergy 
did not publish web sites or web pages for FCI or FTS that would have included such disclaimer.” 
We requested copies of past website materials for FES or the source files that produced the 
information those websites would have shown in the past. Management reported that it maintained 
neither, and that it transferred the books and records of FES to its new owner. It provided archived 
web pages for FES similar in nature to those we found publicly.  
 
Later in this chapter we discuss other customer communications, including supplier choice 
inquiries, and bill, eBill, and billing envelope communications.  
 
Our review addressing print and website materials in connection with Standards Section 14:4-
3.3(c) indicated no JCP&L offers of rebates of the type prohibited; management confirmed that it 
made no such offerings. 
 
The 2020 version of the Compliance Plan acknowledges the prohibitions against JCP&L’s 
“discriminating against any competitor in favor of” one of its RCBSs. It also provides similarly 
responsive material to Sections 14:4-3.3(a), (b), and (c) of the Standards. 

d. Conclusions 

7. JCP&L and its affiliates, including its holding company RCBSs, did not for the portion 
of the EDECA audit period from which management provided materials, represent in 
print or television ads or in any other written customer communications that any RCBS 
or RCBS customers would receive any type of preferential treatment; however, 
management could not produce all audit period materials.  

We reviewed all materials that management provided in its initial response to requests for print, 
television, and radio advertisements. None of these materials indicated any prohibited favoritism 
toward or preference regarding a JCP&L or FirstEnergy affiliate. Management proved unable to 
provide information for 2010. We cannot address compliance for that year. 

FirstEnergy Home, is an unregulated subsidiary of FirstEnergy Corp. FirstEnergy Home, is not the same company as FirstEnergy Corp. The prices of FirstEnergy Home. products and services are not regulated by the state utility commissions. You do 

not have to purchase any product and/Or service from FirstEnergy Home, in order to receive the same quality regulated services from FirstEnergy Corp.'s regulated electric utilities - Ohio Edison Company, The Cleveland Electric Illuminating 

Company, The Toledo Edison Company, West Penn Power Company, Pennsylvania f>ov.ler Company, Pennsylvania Electric Company, Metropolitan Edison Company, Jersey Central f>ov.ler & Light Company, Monongahela f>ov.ler Company, and The 

Potomac Edison Company. 

Suvon, LLC, d/b/a FirstEnergy Advisors, is an unregulated subsidiary of FirstEnergy Corp. Suvon, LLC d/b/a FirstEnergy Advisors, is not the same company as 

FirstEnergy Corp. You do not have to purchase any product and/or service from Suvon, LLC, d/b/a FirstEnergy Advisors, in order to receive the same quality regulated 

services from FirstEnergy Corp.'s regulated electric utilities - Ohio Edison Company, The Cleveland Electric Illuminating Company, The Toledo Edison Company, West 

Penn Power Company, Pennsylvania Power Company, Metropolitan Edison Company, Pennsylvania Electric Company, Jersey Central Power & Light Company, 

Monongahela Power Company and The Potomac Edison Company. 
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We reviewed current versions of website pages for JCP&L, FirstEnergy, and affiliates. Current 
and existing FirstEnergy and JCP&L pages complied with the Standards. Management could not 
comply with our request for archived web pages and source materials for the RCBSs no longer 
active (FTS and FES). We were able to locate archived examples of the FES web page which 
appeared to indicate appropriate use of the required disclaimer. However, we cannot verify the 
consistency of its use for the full EDECA audit period. Our review of the websites for the only 
current holding company RCBS, Suvon, disclosed nothing suggesting lack of compliance with the 
relevant requirements. 

8. FirstEnergy, JCP&L, and affiliates’ websites created no affirmative implication of 
preference, and websites for operations in New Jersey set forth an appropriate 
disclaimer.  

The current and available archived versions of company websites gave no indication of preference. 
Each contained appropriate disclaimers sufficient overall and largely common to those included 
by other New Jersey utilities and affiliates that we have examined. The FirstEnergy Advisors site 
includes the disclaimer only on its home page, but its services are not offered in New Jersey.  

9. JCP&L’s Compliance Plan adequately addresses Section 14:4-3.3 (a), (b), and (c) of the 
Standards. 

Current and previous versions appropriately interpret the relevant sections of the Standards and 
state an intention to comply with them. 

e. Recommendations 
We have no recommendations regarding these sections of the Standards. 

2. Prohibited Transactions  

a. Statement of Applicable Requirements 
Section 14:4-3.3(d) of the Standards provides that: 

Transactions between an electric and/or gas public utility and a related competitive 
business segment of its public utility holding company shall be prohibited, except for the 
following…  

 
Subsection (d) then lists the following exceptions to the prohibition on transactions: 

• Tariffed products or services 
• Sales and purchases made generally available to all market participants through open and 

competitive bidding 
• Joint purchases allowed by Sections 14:4-3.5(g) and (h) 
• “Shared corporate support functions” allowed by Sections 14:4-3.5(i) and (j), which extend 

to the sharing of “joint corporate oversight, governance, support systems and personnel” 
• Competitive products or services offered by an RCBS within the utility, as allowed by 

Sections 14:4-3.6(a) through (f). 
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The Standards do not include “corporate support” among its defined terms, but do define two 
related terms: 

• “Services that may not be shared” means those services which involve merchant functions, 
including, by way of example: hedging and financial derivatives and arbitrage services, 
gas and/or electric purchasing for resale, purchasing of gas transportation and storage 
capacity, purchasing of electric transmission, system operations, and marketing. 

• “Shared services” means administrative and support services that do not involve merchant 
functions, including by way of example: payroll, taxes, shareholder services, insurance, 
financial reporting, financial planning and analysis, corporate accounting, corporate 
security, human resources (compensation, benefits, employment policies), employee 
records, regulatory affairs, lobbying, legal, and pension management. 

b. Summary of Audit Activities 
The effect of this provision is to prohibit a utility and an RCBS of its holding company from 
engaging in any form of transaction not specifically authorized by the Standards. The first, second, 
and fifth exceptions have in common the fact that transactions generally available to all comers, 
whether affiliated or not, can occur to the extent governed by standard or uniform prices, terms, 
and conditions. The third and fourth exceptions recognize the right to use internal economies of 
scale or scope to provide an affiliate with services not made available to outsiders.  
 
Our examinations under this Section of the Standards focused on whether JCP&L made available 
non-tariffed transactions (except for permitted common services for purchasing and corporate 
support) to all market participants. We did not examine pricing questions here, but did under 
Sections 3.3(f) through (i), which cover discounts, charge waivers, and strict tariff enforcement in 
transactions between a utility and a holding company RCBS. We applied as our standard of review 
here whether JCP&L made available to a holding company RCBS opportunities to purchase or sell 
goods or services (apart from the allowed common purchasing and support service) not also made 
available to other market participants. 
 
We sought to identify the flow of goods and services between JCP&L and its affiliates in the 
portion of our work explained in the Affiliate Relationships and Cost Allocation and Power Supply 
and Market Conditions Chapters of this Phase Two report. As part of this work, we examined the 
transaction information provided for compliance with the review standard set forth immediately 
above, incorporating inquiries into JCP&L involvement in any audit period transactions other than 
those allowed. 

c. Findings 
The data gathering and field work summarized in the Affiliate Relationships and Cost Allocation 
and Power Supply and Market Conditions Chapters of this Phase Two report summarize our 
review of the transactions between JCP&L and affiliates. We examined whether those transactions 
violated the requirements of this provision of the Standards.  
 
The Plan summarized this section of the Standards, and noted overall compliance with them, 
noting that with “certain exceptions, transactions between JCP&L and its RCBS are prohibited by 
the Standards” and continued to describe the exceptions allowed and the governing provisions. 
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d. Conclusions 

10. We found no non-compliant transactions between JCP&L and RCBSs during the audit 
period.  

We found no evidence of prohibited and non-compliant transactions between JCP&L and its 
RCBSs. The Affiliate Relationships and Cost Allocation and Power Supply and Market Conditions 
Chapters of this Phase Two report describe in detail our review of specific transaction types and 
their results. 

11. The Compliance Plan adequately addresses this section of the Standards. 
The Plan appropriately interprets the relevant sections of the Standards and states an intention to 
comply with them. 

e. Recommendations 
We have no recommendations with respect to this provision of the Standards. 

3. Access to Information and Services 

a. Statement of Applicable Requirements 
Section 14:4-3.3(e) of the Standards provides that:  

An electric and/or gas public utility shall provide access to utility information, services, 
and unused capacity or supply on a non-discriminatory basis to all market participants, 
including affiliated and non-affiliated companies…  

b. Summary of Audit Activities 
This section’s anti-discrimination provisions generally follow those set forth in Section 14:4-
3.3(a). What makes this section different is its imposition of the following requirement regarding 
public posting of offerings made by a utility: 

1.   If an electric and/or gas public utility provides supply, capacity, services, or 
information to a related competitive business segment of its public utility holding company, 
it shall make the offering available, via a public posting, on a non-discriminatory basis to 
non-affiliated market participants, which include competitors serving the same market as 
the related competitive business segment of the electric and/or gas public utility’s holding 
company. 

 
This standard, unlike the one set forth in preceding subsection (a), introduces the concept of utility 
provision of “information” as a possible source of preference or discrimination. We address our 
examination of utility performance in making information available is in other sections of this 
chapter; e.g., 3.3(m), 3.4(a), 3.4(b), 3.4(d), 3.4(e), 3.5(e), 3.5(j), 3.5(s), which address the sharing 
of information among affiliates. 
 
The relationship of this subsection with the preceding one led us to perform our audit work on the 
two provisions together. Relevant here, which the previous section of this report discusses in detail, 
is whether JCP&L made a public posting of all offerings of services (if any) made available to a 
holding company RCBS. 
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c. Findings 
The findings set forth for Section 14:4-3.3(b), (d), and (e) in the report sections that immediately 
precede and follow this one fully address those relevant here. 

d. Conclusions 
The conclusions set forth for Section 14:4-3.3(b), contained in the immediately preceding section 
of this chapter fully address those relevant here. 

e. Recommendations 
We have no recommendations regarding the requirements of this provision of the Standards. 

4. Short-Term and Long-Term Sales of Surplus Energy or Capacity 

a. Statement of Applicable Requirements 
Section 14:4-3.3(f) of the Standards provides that: 

An electric and/or gas public utility selling or making an offer to sell surplus energy, kWh 
and/or Dth, respectively, and/or capacity, kW or therms, respectively, on a short term basis 
to its PUHC or a related competitive business segment of its public utility holding 
company, shall make the offering available on a non-discriminatory basis to non-affiliated 
electric or gas marketers, via a public posting. 

 
Section 14:4-3.3(g) of the Standards provides that: 

An electric and/or gas public utility selling or making an offer to sell surplus energy, kWh, 
and/or Dth, respectively, and/or capacity, kW or therms, respectively, on a long term basis 
to its PUHC or a related competitive business segment of its public utility holding 
company, shall make the offering available on a non-discriminatory basis to non-affiliated 
electric or gas marketers, via a public posting.  

b. Summary of Audit Activities 
These portions of the Standards require that a utility offering to sell surplus energy or capacity to 
its PUHC or an RCBS of its PUHC on a short-term basis (transactions of 31 days or less), must 
make the offering available to non-affiliated companies via a public posting. The sections 
addressing short- and long-term sales are similar; therefore, we examined both types through the 
same audit activities. We first sought information from JCP&L about its selling of excess energy 
and capacity on both a short-term and long-term basis. We also reviewed the Plan, specifically 
addressing any portions dealing with surplus energy and capacity. Our work examined whether: 

• The Compliance Plan adequately addresses the requirements applicable to offerings made 
to an RCBS 

• JCP&L made a public posting of all offerings (if any) made available to a holding company 
RCBS. 

c. Findings 
The Plan summarizes the applicable Standards and acknowledges the posting requirements 
necessary in the event of a supply, capacity, service, or information offering by JCP&L to 
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FirstEnergy or a FirstEnergy RBCS. Management reported no qualifying sales or offerings from 
JCP&L of either a short- or long-term nature from 2010 through 2020., 
 
Management did acknowledge EDECA audit period offerings of its Yards Creek facility and its 
NUG offerings through sales into PJM markets and auctions. This approach obviated the need for 
the types of postings the Standards requires. This report’s chapter on Power Supply and Market 
Conditions describes in more detail work surrounding these broader issues surrounding JCP&L’s 
purchases and sales of electricity. We report in that chapter that no affiliate energy transactions 
relevant to these provisions of the Standards occurred from 2010 through 2020. 

d. Conclusions  

12. The Compliance Plan adequately addresses this section of the Standards. 
The Plan correctly recites the restrictions regarding short- and long-term energy and capacity 
offerings and utility information and services offerings. We found appropriate the Plan’s 
interpretation of this Section of the Standards appropriate. It included explanatory text conforming 
to the intent of these provisions. 

13. JCP&L did not engage in any audit period offerings or transactions that required 
posting. 

FES operated as a holding company RCBS for the majority of the EDECA audit period but made 
no energy and capacity transactions with JCP&L before its sale. The Power Supply and Market 
Conditions chapter explains our finding of no bi-lateral transactions or any pursuant to the BGS 
auction process. 

e. Recommendations 
We have no recommendations with respect to this provision of the Standards. 

5. Discounts or Waivers of Fees or Charges  

a. Statement of Applicable Requirements 
Section 14:4-3.3(h) of the Standards provides that: 

Except when made generally available by an electric and/or gas public utility through an 
open, competitive bidding process, an electric and/or gas public utility shall not offer a 
discount or waive all or part of any other charge or fee to a related competitive business 
segment of its public utility holding company, PUHC, or offer a discount or waiver for a 
transaction in which a related competitive business segment of its public utility holding 
company is involved unless the electric and/or gas public utility shall make such discount 
or waiver available on a non-discriminatory basis to other market participants. 

 
1. An electric and/or gas public utility shall not give its PUHC or a related competitive 

business segment of its public utility holding company involved in energy supply or 
marketing a preference with respect to tariff provisions that provide for discretionary 
waivers of fees, penalties, etc., unless offered to all others on a non-discriminatory 
basis. 
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b. Summary of Audit Activities 
This section prohibits a utility from offering a discount or waiver of any charge to or for the benefit 
of an RCBS of its holding company, unless it makes the same concessions to non-affiliated entities. 
We sought first to identify any instances during the audit period when JCP&L may have offered a 
discount or waiver to an RCBS. Upon encountering any, we would then determine whether JCP&L 
made the same concessions available to non-affiliates through an open process. As a first step, we 
formally asked whether JCP&L provided any discounts, waivers, or the like to its holding company 
or to an RCBS of its holding company during the audit period.  
 
In addition to the work summarized in this chapter, through the data gathering in our Cost 
Allocation Methods field work we obtained substantial information about transactions between 
JCP&L and its affiliates. We examined that information for evidence of any discount, waiver, 
rebate, or similar concession to or for an affiliate. We would examine any found for evidence of 
offering to non-affiliates. 
 
Specifically, we sought to determine whether: 

• The Plan adequately addresses obligations under this section 
• In the event that there were any covered transactions, similar offerings were made to non-

affiliates. 

c. Findings 
The Plan notes that the Standards govern any discounts or waivers of charges or fees from JCP&L 
to an RCBS. JCP&L provided no tariffed services to any affiliates during EDECA audit period, 
nor did it provide any discounts, rebates, or waivers to any affiliate., Neither FirstEnergy or JCP&L 
offered to customers of any of RCBSs charging or financing of products or services on JCP&L 
customer bills. 

d. Conclusions 

14. JCP&L offered no audit period discounts or waivers to tariffed services provided to 
affiliates. 

JCP&L did not provide tariffed services to any affiliates during the EDECA audit period; it offered 
no discounts or waivers. 

15. The Compliance Plan adequately addresses this section of the Standards. 
The Plan states management’s understanding of the prohibitions regarding its offering of discounts 
or discretionary waivers to affiliates, absent the defined exceptions prescribed by the Standards. 

e. Recommendations 
We have no recommendations regarding the requirements of this provision. 

6. Documentation of Discount Bases  

a. Statement of Applicable Requirements 
Section 14:4-3.3(i) of the Standards provides that: 



Board of Public Utilities Final Report – Public Version Phase Two of an Affiliates and 
State of New Jersey EDECA Management Audit of JCP&L 

 

 
February 7, 2023  Page 340 
 The Liberty Consulting Group 

An electric and/or gas public utility shall document the cost differential underlying the 
discount to its PUHC or a related competitive business segment of its public utility holding 
company in the Affiliate Discount Report described in (q) through (s) below.  

b. Summary of Audit Activities 
This section requires that JCP&L document the basis for any discount offered to the holding 
company or an RCBS of its holding company. We first sought to determine those instances during 
the audit period when JCP&L may have offered a covered discount or waiver. We planned next to 
determine whether JCP&L accompanied any offered with a properly documented basis. 

c. Findings 
We explained in the preceding discussion under Section 14:4-3.3(h) that JCP&L did not offer 
discounts or waivers to RCBSs of its holding company. The absence of offerings that qualify 
negated any reporting and documentation. The Compliance Plan summarizes this section of the 
Standards where it addresses 14:4-3.3(h) and confirms JCP&L’s understanding that in the event 
that such offerings do occur, it must document the cost differential made available to any affiliate 
in the Annual Discount Report. 

d. Conclusions 

16. The absence of any EDECA audit period JCP&L offerings of discounts and waivers to 
affiliates negated the need for compliance with the documenting and reporting 
requirements of the Standards. 

JCP&L made no such discounts or waivers to an affiliate during the EDECA audit period; 
therefore, it had no obligation with respect to this provision of the Standards. 

17. The Compliance Plan adequately addresses this section of the Standards.  
The Plan states management’s understanding that its offering of a discount to an RCBS triggers 
documentation and reporting requirements per the Standards.  

e. Recommendations 
We have no recommendations regarding the requirements of this provision. 

7. Non-Discriminatory Tariff Enforcement 

a. Statement of Applicable Requirements 
Section 14:4-3.3(j) of the Standards provides that: 

An electric and/or gas public utility shall apply tariff provision(s) on a non-discriminatory 
basis to its PUHC or related competitive business segments of its public utility holding 
company and to other market participants and their respective customers if the tariff 
provision allows for discretion in its application. 
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b. Summary of Audit Activities 
This provision prohibits a public utility from discriminating in favor of its holding company or an 
RCBS of its holding company in the following two ways: 

• Failing to enforce tariff requirements fully 
• Giving an affiliate relatively greater benefit where a tariff may allow the exercise of 

latitude.  
 
As a threshold matter, we sought to determine the nature and extent of tariff services provided by 
JCP&L to affiliates during the EDECA audit period. We would then determine whether JCP&L 
had engaged in any activity covered by the requirements imposed by this provision. If so, we would 
then identify and carry out any test activities considered appropriate in testing compliance with 
those requirements. We sought to determine whether: 

• The Compliance Plan adequately addresses its obligations under this standard 
• In the event of any covered transactions, whether JCP&L made similar offerings to non-

affiliates. 

c. Findings 
We found, as described above in addressing Section 14:4-3.3(h) of the Standards, that JCP&L 
provided no tariffed services to any affiliate during the EDECA audit period. The Compliance Plan 
notes JCP&L’s requirements to apply the provisions of its tariff on a non-discriminatory basis. It 
goes on the state that JCP&L will do so. 

d. Conclusions 

18. We found no evidence of discriminatory application by JCP&L in applying tariffs to 
affiliates. 

JCP&L did not provide affiliates with tariffed services during the EDECA audit period; therefore, 
no occasions existed for the restrictions of the type envisioned by this Section of the Standards. 

19. The Compliance Plan adequately addresses Section 14:4-3.3(j) of the Standards.  
The Compliance plan addresses Section 14:4-3.3(j) of the Standards in the same portion where it 
does so for Section 14:4-3.3(k). It addresses each of these two items accurately and distinctly. 

e. Recommendations 
We have no recommendations regarding the requirements of this provision. 

8. Strict Tariff Enforcement 

a. Statement of Applicable Requirements 
Section 14:4-3.3(k) of the Standards provides that: 

An electric and/or gas public utility shall strictly enforce a tariff provision if the tariff 
provision does not allow discretion in its application. 
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b. Summary of Audit Activities 
This provision corresponds to the previous standard set forth in Section 14:4-3.3(h). However, that 
previous standard applies to enforcement of tariff provisions that allow JCP&L to exercise 
discretion, whereas this one applies to the enforcement of tariff provisions whose implementation 
does not allow utility discretion. Given the similarity in requirements, we conducted the same 
activities and applied the same performance standards as set forth above under our discussion of 
Section 14:4-3.3(h).  

c. Findings 
The Compliance Plan acknowledges JCP&L’s requirements to apply its tariff provisions to all 
market participants on a non-discriminatory basis. It further states that management will in fact do 
so. As we have noted, JCP&L provided no waivers or discounts to affiliates for tariffed services 
during the EDECA audit period. 

d. Conclusions 

20. We found no evidence of JCP&L failing to strictly enforce the provisions in its. 
JCP&L did not provide affiliates with tariffed services during the EDECA audit period and we 
observed no instances of discretionary application of tariff provisions.  

21. The Compliance Plan adequately addresses Section 14:4-3.3(j) of the Standards.  
The Compliance plan addresses Section 14:4-3.3(j) of the Standards in the same portion where it 
does so for Section 14:4-3.3(k). It addresses each of these two items accurately and distinctly. 

e. Recommendations 
We have no recommendations regarding the requirements of this provision. 

9. Processing Affiliate Service Requests 

a. Statement of Applicable Requirements 
Section 14:4-3.3(l) of the Standards provides that: 

An electric and/or gas public utility shall process all requests for similar services provided 
by the electric and/or gas public utility on a non-discriminatory basis for its PUHC or a 
related competitive business segment of its public utility holding company and for all other 
market participants and their respective customers.  

b. Summary of Audit Activities 
These provisions prohibit a public utility from discriminating in favor of its holding company by 
giving affiliates faster, cheaper, or technically superior service when they request new service, a 
change in existing service, or cessation of service. As a baseline matter, we sought to identify all 
service requests from affiliates during the audit period, intending next to determine whether 
JCP&L engaged in any activity covered by the requirements imposed by this section of the 
Standards. We would then identify and carry out any test activities considered appropriate in 
determining compliance with those requirements. We sought to determine whether: 
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• The Compliance Plan adequately addresses obligations under this section of the standards 
• Whether there is any indication that JCP&L offered its holding company or any holding 

company RCBS a preference in responding to service requests. 

c. Findings 
We requested a list of all new or changed service requests that JCP&L received from any holding 
company RBCS during the EDECA audit period. Management responded that no RBCS made 
such a request. Further, management stated that it provided no services to FES or Suvon during 
the EDECA audit period. Management did report that JCP&L charged ‘’’’’’’’’’          ’’’’’’’’’’’’’’’’’ 
‘’’’’’’’’’’’’’’’’’’’’’’’’’’ ‘’’’’’’’’’’’’’’’’’’’’’’’’’’   ‘’’’’’’’’’ performed under a standard agreement 
under which all ‘’’ ’’’’’’’’’’’’’’’’’’’’’’’’ ‘’’’’’’’’’’’’’’’’’’’’’’’’’’ ‘’’’’’’’’’’’’’’’’’’’’’’’’’’. JCP&L 
invoiced ‘’’’’ for the services. Management reported that it did not believe that ’’ ‘’’’’’ ‘’’’’ ‘’’’’ 
‘’’’’ ‘’’’’ ‘’’’’ ‘’’’’ ‘’’’’ ‘’’’’ ‘’’’’ ‘. 
 
The Compliance Plan acknowledges this provision of the standards, and states that JCP&L must 
process all request for service on a non-discriminatory basis. 

d. Conclusions 

22. We found no audit-period occasion that would create the potential for a violation of 
Section 14:4-3.3(l) of the Standards. 

Management reported no requests for new or changed services from an RCBS during the period.  

23. The Compliance Plan adequately addresses Section 14:4-3.3(l) of the Standards. 
The Plan states that JCP&L will process all requests for services from an affiliate or any other 
market participant on a non-discriminatory basis. 

e. Recommendations 
We have no recommendations regarding this provision. 

10. Tying Arrangements 

a. Statement of Applicable Requirements 
Section 14:4-3.3(m) of the Standards provides that: 

An electric and/or gas public utility shall not condition or otherwise tie the provision of 
any products and/or services provided by the electric and/or gas public utility, nor the 
availability of discounts of rates or other charges or fees, rebates, or waivers of terms and 
conditions of any products and/or services provided by the electric and/or gas public utility 
to the taking of any products and/or services from its PUHC or a related competitive 
business segment of its public utility holding company. 

b. Summary of Audit Activities 
This section prohibits a utility from tying the provision of goods or services, discounts, rebates or 
waivers to the taking of products or services from its PUHC RCBS. Our work here focused on 
verifying that: 
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• Regular customer communications did not directly or indirectly indicate that the 
availability of or the conditions associated with taking any utility service have any 
connection to the taking of service from an affiliate 

• The Compliance Plan offer employees explicit instructions with respect to avoiding direct 
or implied statements that tying is necessary for securing utility services or advantageous 
with respect to the terms and conditions applicable to utility service. 

 
We reviewed utility customer communications, including information provided to customers 
inquiring about Energy Choice,, utility bill inserts, advertising, and FirstEnergy entities’ websites 
for any representation or implication with respect to tying the taking of goods or services from a 
PUHC RCBS to the provision of utility services. We also reviewed the Plan to ensure inclusion of 
the prohibition against tying utility products or services to the taking of products or services from 
an affiliate. 

c. Findings 
The discussion earlier in this chapter addressing Section 14:4-3.3(a) of the Standards describes our 
finding that JCP&L did not represent in its customer communications (including web and 
advertising material we reviewed) an implication of preferential treatment for any PUHC RCBS 
or the customers of any PUHC RCBS. We address later (in Section F.14 of this chapter) related 
findings from our review of bill inserts and eBill materials, as subsequent portions of the Standards 
apply specific prohibitions to customer bills. These conclusions also apply to any conditions or 
tying of the provision of utility services or discounts to the taking of any products from a PUHC 
RCBS. 
 
We reviewed material that management provided regarding Energy Choice inquiries. Customers 
typically pose such inquires through phone calls to the call center, website inquiries, and in some 
instances, by mail. A series of procedures in effect during the EDECA audit period provided 
instruction and guidance to JCP&L and FESC personnel on the relevant areas of concern identified 
by the Standards. The materials address the need for fair treatment of non-affiliated suppliers, and 
the need to treat customer information as confidential unless and until JCP&L obtains the types of 
releases identified by the Standards. The information we reviewed includes state-specific 
definitions and terminology for concepts that should typically arise in these types of customer 
interactions. The policies identify by name, and include a hyperlink to, the appropriate version of 
the state-specific rules and regulations (i.e., for New Jersey, the Standards), the Code of Conduct, 
and each state commission’s web site. Inclusion of the following four specific points emphasize 
the guidance provided: 

• If a customer specifically requests certain information about an individual supplier, for 
example, address or phone number, that type of information may be provided to the 
customer 

• Employees cannot recommend any one supplier over another even if the customer asks for 
help in making a selection 

• Employees cannot steer customers toward, or away from any supplier whether that supplier 
is related to FirstEnergy Corporation or not. Employees cannot provide preference or 
advantage to any electric generation supplier 
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• Employees may not release any proprietary customer information (e.g., individual 
customer load profiles or billing histories) to a supplier or an affiliate without proper 
authorization from the customer. 

 
A “Quick Referral Guide” provides employees with a state-specific grid that summarizes key 
points regarding the TPS options available to customers in each FirstEnergy state. Management 
also administers a training course to Customer Service Representatives specifically targeted to 
supplier choice. Management also instructs its lesser experienced representatives to transfer 
customers with more detailed supplier choice questions to colleagues possessing more experience. 
 
JCP&L provided no tariffed services to any affiliates during the EDECA audit period, nor did it 
provide any discounts, rebates, or waivers to any affiliate., 
 
The Compliance Plan includes discussion of this provision of the Standards, and includes language 
stating that JCP&L shall not tie the provision of any products or services or the availability of any 
discounts, rebate or waivers to the receipt of products or services from any retail affiliate. 

d. Conclusions 

24. JCP&L does not specify or imply in its customer communications, nor do it or any of its 
affiliates through their websites specify or imply the tying of the provision of utility goods 
and services to the taking of products and services from its PUHC RCBS. 

We reviewed various customer communication paths including print, TV, radio, and other 
advertisements, utility and affiliate web sites, and the policies and procedures management 
employs relevant to these matters. We observed no instances, either specific, or by implication, 
that would suggest an attempt by JCP&L or an affiliate to tie its service to one another. 
Management’s procedures adequately emphasized the need for fair treatment toward non-affiliated 
suppliers. 

25. JCP&L’s Compliance Plan treats Section 14:4-3.3(m) of the Standards adequately. 
The Plan includes coverage of this Section of the Standards, interprets it correctly, and observes 
management’s commitment to avoid the condition or tying of its products and services, or any 
discounts related to them, to the offerings of an RCBS. 

e. Recommendations 
We have no recommendations regarding the requirements of this provision. 

11. Customer Assignments 

a. Statement of Applicable Requirements 
Section 14:4-3.3(n) of the Standards provides that: 

An electric and/or gas public utility shall not assign customers to which it currently 
provides products and/or services to any related competitive business segments of its 
public utility holding company, whether by default, direct assignment, option or by any 



Board of Public Utilities Final Report – Public Version Phase Two of an Affiliates and 
State of New Jersey EDECA Management Audit of JCP&L 

 

 
February 7, 2023  Page 346 
 The Liberty Consulting Group 

other means, unless that means is equally available to all competitors on a non-
discriminatory basis.  

b. Summary of Audit Activities 
This provision prohibits a public utility from discriminating in favor of RCBSs of its holding 
company if and when assigning customers. We addressed the following items in examining 
implementation of this provision: 

• Adequacy of Plan information to employees in describing their obligations under this 
provision 

• Whether any customer assignments took place during the EDECA audit period 
• If so, the existence of clear and convincing evidence that no discrimination against 

competitors occurred in making such assignments. 
 
We reviewed the Plans in effect during the EDECA audit period and sought to identify all cases 
where JCP&L may have assigned customers to any party, affiliated or not. We would use this 
information to determine whether JCP&L engaged in any activity covered by the requirements 
imposed by this section of the Standards. We would then identify and carry out any test activities 
considered appropriate in examining testing compliance with those requirements. 

c. Findings 
JCP&L’s Compliance Plan recites this provision of the Standards and notes its obligation to make 
any customer assignments on a non-discriminatory basis only. JCP&L reported that it made no 
assignments of customers to any of its RBCSs during the EDECA audit period.  

d. Conclusions 

26. The Compliance Plan adequately addresses this section of the Standards.  
The Plan addresses this provision of the Standards and acknowledges JCP&L’s requirements 
regarding any transfers of customers to an RBCS. 

27. JCP&L made no customer assignments to an RCBS during the audit period.  
The lack of customer transfers from JCP&L to an RBCS in the EDECA audit period negated a 
need for further inquiry to assess whether the transfer(s) complied with Section 14:4-3.3(n) of the 
Standards. 

e. Recommendations 
We have no recommendations regarding this provision of the standards. 

12. Customer Enrollment, Marketing, and Business Development  

a. Statement of Applicable Requirements 
Section 14:4-3.3(o) of the Standards provides that: 

Except as otherwise provided by these standards, an electric and/or gas public utility shall 
not provide any assistance, aid or services to its PUHC or related competitive business 
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segment of the PUHC if related to customer enrollment, marketing, or business 
development unless offered to all competitors on a non-discriminatory basis.  

b. Summary of Audit Activities 
The section lists the following examples of prohibited assistance to the PUHC or to an RCBS of 
the PUHC: 

• Providing leads 
• Soliciting business 
• Acquiring information on behalf of the PUHC or an RCBS of the PUHC 
• Sharing market analysis reports or other types of proprietary reports  
• Sharing customer usage or end-use equipment information  
• Requesting authorization from its customer to pass on customer information exclusively 
• Representing or implying that JCP&L speaks on behalf of the RCBS or that the customer 

will receive preferential treatment as a consequence of conducting business with the RCBS 
• Representing or implying that the RCBS speaks on behalf of the public utility. 

 
These provisions prohibit a public utility from assisting its holding company or the RCBSs of its 
holding company in customer enrollment, marketing, and business development. We reviewed the 
Plan for adherence to these provisions. In addition, we reviewed business plans, training for 
customer-service representatives, information recipients, marketing materials, bill inserts, 
customer and competitor complaints, and information acquisition and dissemination. This review 
was to ensure that JCP&L was not participating in any prohibited activity involving its holding 
company or holding company RCBSs. 
 
We sought to determine whether:  

• The Compliance Plan adequately addresses the requirements of this provision of the 
Standards 

• There exist controls adequate for assuring compliance with the requirements of this 
provision  

• JCP&L scrupulously avoided conduct that provides assistance, support, or services that aid 
RCBSs, unless offered to other market participants. 

c. Findings 
As summarized in the Planning and Budgeting chapter of this Phase Two report, we reviewed the 
relevant JCP&L and FirstEnergy strategic and business plans for adherence to these provisions, 
and found that the plans complied with this provision of the Standards. We also reviewed the 
information provided during the planning process to ensure that competitively sensitive 
information such as market analysis, customer usage information, and end use information are not 
inappropriately shared.  
 
Section D.10 above which includes our findings regarding the tying prohibitions in the Standards 
and JCP&L’s compliance with them includes our discussion of communications paths with 
customers. JCP&L reported no known instances of competitor complaints made during the 
EDECA audit period related to key elements of the Standards such as facilities, employees and 
resources, marketing information, products or services. Management reported that it offered no 
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incentive programs or other rewards for regulated employees to provide leads to or enroll new 
customers in the product and service offerings of non-regulated affiliates. Our efforts to seek 
additional information regarding how management ensures compliance with this Section of the 
Standards returned a response that stated that certain materials cannot be shared with as 
management considered them “subject to attorney client privilege and work product doctrines.” 
Management’s response went on to say that it implemented post-EDECA audit period changes 
regarding Suvon, in December of 2021. Claimed benefits of these changes include efforts to 
“bolster the Company’s commitment to structural separation of Suvon, and to ensure compliance 
with the various States’ Codes of Conduct, include the New Jersey Affiliate Standards.”  
 
The Compliance Plan summarizes management’s interpretation of this provision and addresses it 
requirements correctly. The Plan notes that employees must respond to customer inquiries that: 

due to NJBPU regulations the only advice [they] may impart to a customer is the internet 
address of the BPU website (www.bpu.state.nj.us). 

d. Conclusions 

28. The Compliance Plan adequately addresses this section of the Standards. 
The Plan appropriately summarizes this provisions of Section 14:4-3.3(o) and includes a JCP& L 
statement that it will not offer the marketing assistance contemplated by the Standards unless 
offered on a non-discriminatory basis to others. It includes specific guidance on the limitations 
governing customer inquiries regarding affiliate services, that employees must limit responses to 
such questions to directing customs to the BPU website. 

29. Our examination disclosed no instances of JCP&L non-compliance with Section 14:4-
3.3(o) of the Standards, but management declined to provide information whose review 
is material in more fully addressing compliance with this provision. (See Recommendation 
#4) 

We observed no instance of customer communications, websites, or planning documents that 
offered the type of customer enrollment, marketing, or business development limited by this 
provision of the Standards. Management reported no instances of these activities during the 
EDECA audit period. 
 
However, uncertainty nevertheless exists regarding the activities of Suvon during the period we 
examined. We asked directly how management assures compliance with this provision of the 
Standards. An examination for the Public Utility Commission of Ohio recently found concerns 
about mingling of resources engaged in FirstEnergy utility and Suvon activities in that state. 
Management declined to respond fully to this request, citing legal privilege. 
 
Lack of separation presents a principal gap through which exchanges limited by this provision can 
pass. Engagement of counsel in such matters and 2021 structural changes increasing separation of 
Suvon resources from groups responsible for managing and conducting utility activities, and the 
decision at that time to remove non-Suvon activities from FESC personnel raise questions about 
circumstances applicable to JCP&L and this provision of the Standards. Section F.18 of this 
chapter addresses those changes. As we found many times in the conduct of this audit, however, 
FirstEnergy’s consignment of so many matters to attorneys again precludes transparency useful in 
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determining what may have happened with regard to compliance with this provision of the 
Standards in and for New Jersey.  
 
A May response to a request for information we issued in January 2022 disclosed that management 
has underway an examination of inclusion of costs of FE Products (utility-offered in Ohio) and FE 
Home (Suvon-offered in New Jersey and in other states) in customer rates, leaving open questions 
about EDECA compliance with respect to their operations. 

e. Recommendations 

4. Provide to the BPU a full report of the findings and conclusions made in connection with 
all reviews and evaluations (regardless of the specific jurisdiction or operating company 
involved) of Suvon structural separation, common work assignments, and sharing of 
utility information, and address their implications for historical compliance with Section 
14:4-3.3(o) and any other applicable standards. (See Conclusion #29) 

FirstEnergy took an approach common for it in making attorneys responsible for examinations of 
conduct and then declining to provide information about circumstances of audit relevance based 
on claims of privilege. Doing so here impaired review of circumstances that led to material changes 
in organization and work assignments that had come into question in Ohio, under the same entity 
(a Suvon-managed operation) who operates in New Jersey.  
 
In order to resolve questions about compliance with this and other provisions of the Standards that 
may be implicated, JCP&L should secure from those responsible for conducting them a full 
explanation of the findings, conclusions, and recommendations of all studies, evaluations, or other 
assessments of the operations of Suvon in each state, including but not limited to Ohio, where 
reason exists for concern about mingling of resources. Such report should encompass the structure, 
resources, common use of personnel, opportunity for transfer of restricted information, and 
possession of restricted utility information by persons by virtue of common work on or access to 
information regarding Suvon and utility matters subject to disclosure or sharing restrictions or 
limits.  
 
The report should also address: 

• Any known violations of this or any related provision of the Standards for the EDECA 
audit period 

• Any material opportunity for violations to have occurred by virtue of organization structure 
and comingling of utility and Suvon activities and responsibilities 

• All measures taken before the 2021 change in Suvon reporting structure and resource 
responsibility separation to ensure compliance with the Standards  

• An identification of all gaps or weaknesses in those measures and actions taken to resolve 
them in 2021 

• All costs for the provision of non-regulated activities inappropriately included in customer 
rates. 

JCP&L should also conduct an annual assessment and report annually (until such time as the BPU 
determines such reports to be no longer required) on the measures taken to ensure Suvon 
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compliance with the Standards, state conclusions about their effectiveness, and identify any 
weaknesses or gaps discovered and measures taken to address them. 

13. Customer Advice or Assistance 

a. Statement of Applicable Requirements 
Section 14:4-3.3(p) of the Standards provides that: 

Provided it is in compliance with these standards, and subject to the provisions of N.J.A.C. 
14:4-3.4(g), an electric and/or gas public utility may offer or provide customers advice or 
assistance with regard to a related competitive business segment of its public utility holding 
company and/or other product and/or service providers upon the unsolicited request of the 
customer, so long as such advice or assistance is provided with regard to other competitors 
on a non-discriminatory basis.  

b. Summary of Audit Activities 
These provisions assure equal treatment of all providers of goods and services offered by an RCBS 
of the PUHC and promote public awareness of the existence of alternative suppliers of utility-
related products and services or of products and services of any related competitive business 
segment of its holding company. We sought to verify the following: 

• That regular customer communications do not offer advice or assistance about any RCBS 
of its holding company 

• That the Plan offers employees explicit instructions that: (a) limit them to providing such 
advice or assistance to cases where solicited by customers, and (b) instruct them that such 
advice must include other competitors on a non-discriminatory basis. 

 
We reviewed JCP&L’s website, materials that it provides in response to customer inquiries about 
Energy Choice, and the Plan with regard to this provision of the Standards. 

c. Findings 
We examined customer call center interactions (see our Phase One report Chapter Ten, Customer 
Service) finding no instances of advice or assistance offered regarding relevant customer inquiries. 
The findings set forth in Section E.3 of this chapter discuss the issues surrounding this provision 
of the Standards as they pertain to supplier choice. 
 
Other sections of this chapter provide additional, related findings: 

• Section D.1 adressing14:4-3.3(a) through (c) 
• Section D.10 addressing 14:4-3.3(m) 

 
The Plan summarizes this section of the Standards, and includes the guidance that employees must 
direct customers who make inquiries regarding services provided by JCP&L affiliates to the BPU 
website. 

d. Conclusions 

30. The Compliance Plan adequately addresses Section 14:4-3.3(p) of the Standards. 
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The Plan adequately summarizes this provision of the Standards and provides direction to 
employees in the event that customers make inquiries regarding service provisions of affiliated 
entities. 

31. We observed no occasions of JCP&L non-compliance with Section 14:4-3.3(p) of the 
Standards. 

Our Phase One examination of customer service and our examination of customer communications 
disclosed no examples of the types of advice or assistance contemplated by this provision of the 
Standards. FirstEnergy and JCP&L apply appropriate guidance and employee communications 
regarding this and related provisions of the Standards. 

e. Recommendations 
We have no recommendations with respect to this provision of the Standards. 

14. Posting Discounts, Rebates, and Waivers 

a. Statement of Applicable Requirements 
Section 14:4-3.3(q) of the Standards provides that: 

If a discount, rebate, or other waiver of any charge, penalty, or fee associated with 
products and/or services provided by an electric and/or gas public utility is offered to its 
PUHC or a related competitive business segment of its public utility holding company, the 
electric and/or gas public utility shall provide the following information within 24 hours 
of the time of the transaction, via a public posting: 

1. The name of its PUHC or related competitive business segment of its public 
utility holding company involved in the transaction; 

2. The rate charged; 
3. The maximum rate; 
4. The time period for which the discount, rebate, or waiver applies; 
5. The quantities involved in the transaction; 
6. The delivery points involved in the transaction; 
7. Any conditions or requirements applicable to the discount, rebate or 

waiver, and a documentation of the cost differential underlying the discount 
as required in (d) or (e) above; and 

8. Procedures by which a non-affiliated entity may request a comparable 
offer.  

b. Summary of Audit Activities 
These provisions require that JCP&L provide to non-affiliated entities the details of any discount, 
rebate, or other waiver of any charge provided to RCBSs of its PUHC through public posting. Such 
posting must include information on how a non-affiliate can request a comparable offer. We sought 
to determine: 

• Whether the Plan offers employees explicit instructions that address compliance with this 
provision 

• The posting of any discounts, rebates, or waivers offered as required. 
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We asked for information about any discounts, rebates or waivers offered by JCP&L. We 
requested copies of any posting required to comply with this section and examined the company’s 
website for any relevant postings. 
 
We also reviewed JCP&L’s Plan to examine management’s intended method of complying with 
this provision of the Standards.  

c. Findings 
We noted earlier in this chapter that our examination found no JCP&L provision of tariffed 
services and no discounts, rebates or waivers of charges to affiliates during the EDECA audit 
period. The Plan discusses this provision of the Standards and addresses its application to any 
discount, waivers of charges, penalties, or fees offered to an RBCS. The Plan includes in its 
discussion of this provision of the Standards the relevant posting and reporting requirements and 
data elements those must include. 

d. Conclusions 

32. We found no indication that JCP&L offered discounts or waivers to any affiliate during 
the audit period to which Section 14:4-3.3(q) would apply.  

As management made no such offers to an affiliate, no required data reporting and posting 
requirements applied to during the EDECA audit period and management made none.  

33. The Compliance Plan adequately addresses Section 14:4-3.3(q) of the Standards. 
The Plan correctly interprets this provision of the Standards and the requirements applicable in the 
event it makes any offers to an affiliate that would apply. 

e. Recommendations 
We have no recommendations relating to this provision of the Standards. 

15. Information Retention for Discounts, Rebates, and Waivers  

a. Statement of Applicable Requirements 
Section 14:4-3.3(r) of the Standards provides that: 

An electric and/or gas public utility that provides its PUHC or a related competitive 
business segment of its public utility holding company a discounted rate, rebate, or other 
waiver of a charge, penalty or fee associated with services offered by the electric and/or 
gas public utility shall maintain, in compliance with N.J.A.C. 14:4-5.2 or longer if required 
by another government agency, for each billing period, the following information: 

 
The standard goes on to recite seven categories of information that must be retained. 

b. Summary of Audit Activities 
These provisions ensure that JCP&L maintains adequate documentation regarding details of any 
discount, rebate, or other waiver of any charge it provided to its PUHC or to RCBSs of its PUHC.  
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We applied the same standards of review set forth above for Section 14:4-3.3(q). 

c. Findings 
The findings set forth in the discussion of our examination under Section 14:4-3.3(q) apply here. 

d. Conclusions 
The conclusions set forth in the discussion of our examination under Section 14:4-3.3(q) apply 
here. 

e. Recommendations 
We have no recommendations relating to this provision of the Standards. 

16. Compliance with FERC Record Keeping Requirements  

a. Statement of Applicable Requirements 
Section 14:4-3.3(s) of the Standards provides that: 

All records maintained pursuant to the standards in (o) and (p) above shall also conform 
to FERC rules where applicable. 

b. Summary of Audit Activities 
This provision requires that records maintained regarding discounts, waivers and rebates offered 
by a utility to its PUHC or to an RCBS of its RCBS conform to FERC rules. Our audit activities 
were the same as those set forth for Section 14:4-3.3(q).  

c. Findings 
JCP&L made no offering of discounts, rebates, or waivers to any customers, including its PUHC 
and RCBSs of its PUHC, during the EDECA audit period, therefore Section 14:4 3.3(q) did not 
apply. We reviewed JCP&L’s Compliance Plan and found no reference to this section of the 
Standards.  

d. Conclusions 

34. JCP&L made no audit period offerings requiring compliance with Section 14:4-3.3(s) of 
the Standards.  

JCP&L made no qualifying offerings addressed by Section 14:4-3.3(q) and (r)of the Standards. 
Therefore, this related provision of the Standards did not apply to any JCP&L activity during the 
EDECA audit period. 

35. The Plan adequately addresses the two related Sections of the Standards but does not 
specifically include guidance on FERC rules conformity should any specific offering 
disclose a need for additional information to reach that conformity. (See Recommendation 
#5) 

This provision of the Standards does not in and of itself suggest that additional records conformity 
provisions will necessarily apply. A minor update to the Plan to include reference to this specific 
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portion of the Standards and to express JCP&L’s need to ensure FERC rules conformity if and as 
necessary, would better align the Plan with all elements of the Standards. 

e. Recommendations 

5. Update the next version of the Compliance Plan to include discussion of the potential for 
FERC rules records conformity as included in 14:4-3.3(s) of the Standards. (See 
Conclusion #37) 

We found no indication of JCP&L offerings of the type covered in this or related provisions of the 
Standards. Nevertheless, inclusion of the FERC rules conformity provisions of the Standards 
would ensure management attention to this matter in the event that future activity does occur that 
would trigger this provision of the Standards. This minor revision would close one of the few 
matters (all relatively minor) arising in an otherwise complete and comprehensive JCP&L Plan. 

E. Information Disclosure Standards (Section 14:4-3.4) 
Section 14:4-3.4 of the Standards applies to interactions between a utility and an RCBS of its 
holding company or the holding company itself if it offers or provides competitive services to retail 
customers in New Jersey. These standards do not apply, however, to an internal RCBS within the 
utility itself or to transactions between the utility and such an RCBS. Separate standards, which 
Section G of this report addresses, apply to interactions between utilities and their internal RCBSs.  

1. Providing Customer Proprietary Information  

a. Statement of Applicable Requirements 
Section 14:4-3.4(a) of the Standards provides that: 

An electric and/or gas utility may provide individual proprietary information to its PUHC 
or a related competitive business segment of its public holding company only with the prior 
affirmative customer written consent or as otherwise authorized by the Board and only if 
it is provided to unaffiliated entities on a non-discriminatory basis with prior affirmative 
customer written consent, or as otherwise authorized by the Board. 

b. Summary of Audit Activities 
These provisions provide protection to customers and competitors by preventing affiliate use of 
information and data generated by the public utility. The holding company and its RCBSs could 
gain competitive advantage by: 

• Inappropriately sharing customer specific information 
• Using information gained through the operation of the utility system to gain competitive 

advantage in identifying market opportunities or problems 
• Using non-public information provided to the public utility by unaffiliated suppliers to gain 

competitive advantage 
• Inappropriately using or exclusively exchanging proprietary data to preclude unaffiliated 

suppliers from obtaining information available to the PUHC and its related competitive 
business segment. 

 
We focused on the following aspect of administering this provision: 
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• JCP&L should have adequate methods for controlling the release of customer information 
in accord with the standard 

• The Compliance Plan should adequately address employee obligations under this standard. 
 
Our initial review of customer proprietary information sought to determine if JCP&L released 
customer proprietary information either to a holding company or RCBS during the EDECA audit 
period. We planned next to determine if all customer-proprietary information releases that did 
occur came after proper customer authorization or other approval by the BPU. We requested 
information regarding formal or informal complaints concerning the use or release of customer 
proprietary information during the EDECA audit period. 
 
We also reviewed utility customer-service processes to ensure that adequate methods existed to 
control access and protect customer proprietary information from inappropriate disclosure or 
access. In particular, we reviewed training material for customer service personnel and controls on 
access to customer information. We conducted our examination here in conjunction with our work 
explained in the Customer Service Chapter in our Phase One Report. 

c. Findings 
JCP&L’s Plan acknowledges this provision’s restrictions and describes them completely and 
accurately. Sections D.1, D.2, and E.5. of this chapter discuss controls applicable to requests by 
affiliates for access to customer information. The Plan further requires the provision of any such 
data to occur under the same terms and conditions for all parties, including affiliates. 
 
We requested an explanation of the types of information interpreted as requiring customer 
permission before release to an affiliated entity. Management cited the definition described in 
N.J.A.C. 14:4-1.2: 

“Customer information”" means information specific to a particular customer, which a 
regulated entity has acquired or developed in the course of providing services as 
authorized under this chapter. This term includes, but is not limited to, a customer's name, 
address, telephone number, usage habits or history, peak demand and payment history.  

Management also cited N.J.A.C. 14:4-7.8 provisions surrounding Retail Choice Customer 
Protection. 
 
FirstEnergy maintains a Sensitive Information Policy (FirstEnergy Corporate Policy 808), dated 
November 2, 2018. Its purpose consists of providing “guidance to personnel for classifying and 
appropriately controlling FirstEnergy information to ensure compliance with all applicable laws 
and regulations.” The policy incorporates RIM Standard 2.05, dated October 1, 2017, which 
furthers this discussion and includes a Customer Information section identifying the types of 
information requiring protection and appropriate handling and references customer consent 
requirements. Elements addressed include: 

• Customer’s name, address, telephone number, date of birth, credit card information, 
banking information, account number & balances, Social Security Number, Tax ID, 
load profiles, electric billing history, driver’s license number, energy usage, customer 
special service requirements, premise number, and demand levels 

• Sales and distribution (SD) account number 
• Business partner number 
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• Infrastructure information related to serving the customer 
• Capacity factor 
• Spouse’s name 
• Vendor financial information, credit card information, number of customers, types of 

customers, sales levels, and billing information. 
 

Two recent Internal Audits examining, among other issues, the data classification policies in 
Corporate Policy 808 and RIM Standards 2.05, found them well defined and requiring no 
enhancement. 
 
This FirstEnergy website link allows TPSs to request customer information of these types: 
https://www.firstenergycorp.com/supplierservices/nj/request_account_information.html  
The site includes a state-specific Customer Information form, in PDF (depicted below). 
 

New Jersey Customer Information Authorization 

 
Management cited five authorized paths for providing customer information to TPSs: 

• Electronic Data Interchange, which provides requested customer usage information after a 
TPS enrolls a new customer and requests such information 

• A Letter of Authorization, which third parties access via the above link and submit to 
JCP&L’s Supplier Services group 

AUTHORIZATION 

Supplier/ Co nsultant Information (please print): 

Name : ___________ _ Company: ___________ _ 
Address: _________________________ _ 
Email : _______________ Phone: ( ) ___ - ___ _ 

Name of Utility company: ______________ _ 

Please place your initials beside the type of data selected to be provided to your Third 
Party Suppl ier (TPS). If you select both, you will be charged fo r each. 

Sixty (60) minute inte rval data (if available) provided in ASCII text fil e 

Monthly billing information (provided if interval data i.s unavai lable) 
OTE: Billin information will typically cover the most recent twelve-month period . 

20 Digit Custo m er umber(s): 

I hereby authorize my electric utility to act on my behalf for the purpose of obtaining 
information about my historica l energy usa e and billing information and consent to 
the release of same. Customer usage information is considered confidentia l. 

Business Representati,•e's Si nature Date 

This authorization is valid for 90 days from the above date . 

https://www.firstenergycorp.com/supplierservices/nj/request_account_information.html
https://www.firstenergycorp.com/content/dam/supplierservices/files/UsageLOANJ.pdf
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• Interval data files and sync lists, whose access is limited to those who obtain a user ID and 
password, and which also require registration with the BPU and JCP&L and execution of 
a Non-Disclosure Agreement. This process also requires a TPS to enroll a new customer 
before obtaining the information 

• Government Aggregation requests also permit such a release; these requests require no 
customer authorization, but customers do have an option to opt out and the supplier must 
agree to confidentiality 

• A monthly arrears report identifies to suppliers their customers behind in payment. 
 
Management reported that it provided no non-proprietary customer information to an affiliate 
during the EDECA audit period and that it made no unauthorized releases of customer proprietary 
information to any TPS. 
 
Management reported several types of communications and training offered to employees 
regarding affiliate rules and affiliate transactions. Some of the offerings applied to provisions of 
the Standards that address customer information. FirstEnergy administered corporate-wide FERC 
Affiliate Restrictions Communication training in 2010, 2012, 2013, 2015, and 2017. Management 
described this training as addressing regulations regarding: 

• Affiliate abuse between regulated utilities and their competitive marketing affiliates 
• Improper pricing of transactions between regulated and competitive affiliates 
• Improper sharing of regulated company market information. 

All persons at the manager level or above at each FirstEnergy affiliate receive this training. FES, 
no longer a FirstEnergy affiliate, nevertheless was the RCBS affiliate most affected impacted by 
these issues over the EDECA audit period. Additional FirstEnergy groups receiving the training 
included persons with “marketing function” responsibilities (those at FES in Unit Dispatch, Sales, 
Wholesale and POLR Transactions, Load Forecasting, and Structuring & Pricing groups) - - using 
2017 as an example. The groups involved comprised 83 percent of total FES employees. No 
training occurred in 2018, 2019, or 2020; no annual requirements exist. Management explained 
this absence as part of a focus on ensuring that it made no transfer of customer information during 
its separation of FES data from FirstEnergy IT systems after its sale. Management next delivered 
this training in 2021.  
 
Additional, and mandatory (annual) training occurred to address FERC Standards of Conduct: 
Communications topics relating to interactions between transmission providers and marketing 
affiliates. Management confirmed that this training occurred annually. All new hires with relevant 
job duties took it as did all continuing employees via refresher training. Those subject to the annual 
training under this offering included all FirstEnergy employees within transmission-related and 
marketing groups (defined previously), and included officers, directors, supervisory employees, in 
addition to any personnel “likely to become privy to transmission function information.” 
 
FirstEnergy issued corporate-wide Certificate of Compliance Communications, which took the 
form of an employee confirmation of a range of corporate policies and requirements. The subjects 
included conflicts of interest, the Code of Business Conduct, and other related compliance and 
ethics-related policies. The need for transactions to occur with “integrity and ethics,” the protection 
of sensitive information, and the reporting of “inappropriate or unlawful” actions were also 
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included. This process required each non-bargaining unit, non-physical employee to certify review 
of the relevant policies (including each states’ code of conduct) and to make the following 
attestation: 

1. I have read each policy and fully understand the contents of each. 
2. I have had the opportunity to ask any questions to and/or seek clarification from 

appropriate Company representatives regarding these policies. 
3. To the best of my knowledge and belief, I have not engaged in any activities over the 

last twelve months, to which management is not already aware, that are inconsistent 
with or in conflict with these guidelines. 

4. To the best of my knowledge and belief, my answers and disclosures provided on this 
form are complete, truthful and accurate. 

 
Management also cited State Regulatory Code of Conduct Training given to all new hires 
covering: 

• The Ohio Corporate Separation Rule 
• The Pennsylvania Public Utility Competitive Safeguards Code 
• The New Jersey New Jersey Board of Public Utilities Regulations, Fair Competition and 

Accounting Standards – or Affiliate Relations Standards. 
Our review of these training materials disclosed coverage of key, relevant topics icluding customer 
information matters, contacts with customers and suppliers, and transmission and generation sytem 
information. The training materials explain codes of conduct, why they exist and their principles, 
guidelines for compliance, and specific examples of the situations employees may encounter. The 
following extracts from these materials demonstrate additional items included. We selected them 
as representative of the New Jersey-specific topics and particular guidance to employees regarding 
certain Standards-specific issues or questions which may arise. 
 

State Regulatory Codes of Conduct Training Examples 

 
 

Guidelines of Regulatory Codes 

As a result of both the Affiliate Relations Standards 
and the Merger Order, JCP&L and FirstEnergy e 
Solutions and FirstEnergy Telecom must: 

• Be separale entilies with separate accounting 

• Have separate slaffs 

• Be 1n separate loca11ons 

JCP&L may not use the FlrslEnergy Service Company as a 
conduit for subsidies, improper transfer of competitive 
information or preferences. 

You vvork in sales for FirstEneroY Solutions (FES). You're leading a team tasked with 
expanding sales in a territory wth few existing ao:ounts. You know that the 
regulated utllty servich g much of this area is part of FirstEnergy, so you figure it's 
probably OK to call them o)nd ask if they're willing to refernewcustomer$to FES. 

Should you make this ,equest or not7 
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We reviewed the procedures and written guidance that management offered as existing at 
FirstEnergy, JCP&L, and affiliates and addressing limits on the sharing of information among 
affiliates. FirstEnergy’s FERC & State Regulatory Compliance Department maintains a FERC 
Affiliate Restrictions Compliance Program that consolidates rules and procedures regarding 
FERC’s affiliate restrictions. A FERC Standards of Conduct Compliance Program includes a 
detailed treatment FirstEnergy’s controls to ensure compliance. Although not limited to 
information sharing guidance, each document does include advice and instruction regarding 
prohibitions and against affiliate information sharing. The information focuses on FERC rules, but 
has applicability to provisions of the New Jersey Standards. We describe in Section D.10 of this 
chapter (Tying Arrangements) a Supplier Interactions – MD, NJ, OH, PA procedure. It provides 
guidelines on each relevant Code of Conduct and other affiliate restrictions in the FirstEnergy 
states where customers can choose energy suppliers. Specific guidance included addressed 
prohibitions against “releasing any proprietary customer information (e.g., individual customer 
load profiles or billing histories) to a supplier or an affiliate without proper authorization from the 
customer.” 
 
FirstEnergy Business Practice #3.2, dated November 2, 2018, addresses Regulatory Codes of 
Conduct and Affiliate Transactions. This document includes a summary of the reasons for codes 
of conduct and other transaction and information sharing restrictions. It includes references to 
multiple FirstEnergy, FERC, and state (NJ, MD, OH, PA, WV) regulations and associated policies 
and procedures. 
 
Additional New Jersey-specific items include: 

• Circumstances stemming from the FirstEnergy/GPU settlement agreement, separate from, 
but largely inclusive of the types of restrictions described in the Standards and the various 
policies, procedures, and restrictions cited above 

• Summary of New Jersey Board of Public Utilities’ Affiliate Relations, Fair Competition, 
and Accounting Standards - - a short, one-page summary of the New Jersey rule 

• New Jersey Board of Public Utilities’ Affiliate Relations, Fair Competition, and 
Accounting Standards Questions and Answers - - a two-page “QandA” document on the 
Standards. 

 
JCP&L reported no unauthorized release of customer proprietary information during the EDECA 
audit period to TPSs or affiliates. Management did disclose an inadvertent potential disclosure of 
customer proprietary information in early 2020. An employee error in the processing of 1099-

You are a Call Center Representative, and during a storm you take an outage call 
from an Ohio Edison customer. He suggeru that you should treat him as a priority 
and restore his power first because he purchases generation from our affiliated 
subsidiary, FirstEnergy Solutions. 

Is it OK for this customer ·to be treated a,s a priority? 

O Yes, because customers that choose to get their power from an afflllated 
supplier i;hould always receive priority service. 

No, because we have an e-stablished rettoraUon procen that Involves ,eitorlng 
® seNice to crucial public safety faci lities and large arus or groups of cunomers 

first. Prioritizing this customer be-cause he Is ■ customer of an 1ffillate ii 
Improperly discriminatory. 

You're in customer servke at one of <Jurregulatf'd uti ities. A residentia l custome· 
calls FE and asks for help in choosing an electric supplier. She says stle'! very bu~ and 
just wants to know v.hich company deli\ 'ers tt-e best vallle. 

Can you recommend f irrtEnergy Solutions to her1 
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MISC forms for customers subject to net metering credits or payments rendered the forms 
undeliverable, and therefore potentially mis-delivered or not delivered. The forms included 
customer information, including social security numbers. Management also reported an additional 
incorrect mailing involving customers owning property that had Trans-Allegheny Interstate Line 
(TrAIL) activity. The initially disclosed mailing involved 15 New Jersey customers (of 51 total 
FirstEnergy-wide) while the TrAIL mailing involved 153 total customers, one of whom had a New 
Jersey mailing address for a West Virginia property. 
 
JCP&L reported no known instances of competitor complaints made during the EDECA audit 
period related to key elements of the Standards such as facilities, employees and resources, 
marketing information, products or services. 

d. Conclusions 

36. The Compliance Plan adequately addresses Section 14:4-3.4(a) of the Standards. 
The Plan correctly observes the Standards restrictions regarding the release of customer 
proprietary information and includes discussion regarding the need for customer permission before 
making the types of releases permissible. 

37. JCP&L made no releases of customer proprietary information during the audit period 
to RCBSs, though a disclosure of such information did occur in a manner outside the 
scope of the Standards. 

FirstEnergy employs various policies and procedures and provides various training to employees 
regarding affiliate transactions rules and standards generally and the customer information sharing 
elements of these specifically. We found the policies, the guidance, and the training sound and 
consistent with what we have seen in place at other New Jersey utilities.  
 
A potential disclosure of customer proprietary information did occur. But it was not done in direct 
violation or indirect circumvention of the Standards. 

e. Recommendations 
We have no recommendations with respect to this provision of the Standards. 

2. Providing Other Non-Public Information  

a. Statement of Applicable Requirements 
Section 14:4-3.4(b) of the Standards provides that: 

An electric and/or gas public utility shall make available non-customer specific non-public 
information acquired as a result of operating the public utility’s distribution system, 
including information about an electric and/or gas public utility’s natural gas or electricity 
purchases, sales, or operations or about an electric and/or gas public utility’s gas-related 
goods or services, electricity-related goods or services, to a related competitive business 
segment of its public utility holding company only if the electric and/or gas public utility 
makes such information available, via a public posting, to all other service providers on a 
non-discriminatory basis, and keeps the information open to public inspection.  
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1. An electric or gas public utility is permitted to exchange proprietary 
information on an exclusive basis with its PUHC or a related competitive 
business segment of its public utility holding company, provided it is necessary 
to exchange this information in the provision of the corporate support service 
permitted by N.J.A.C. 14.4-3.5(i) and (j). 

2. The PUHC’s or related competitive business segment’s use of such proprietary 
information is limited to its use in conjunction with the permitted corporate 
support services, and is not permitted for any other use.  

b. Summary of Audit Activities 
These provisions provide protection to competitors by preventing affiliate exploitation of 
information and data generated by the public utility. The PUHC and the related competitive 
business segments could gain competitive advantage by: 

• Using information gathered through the operation of the utility system to identify market 
opportunities or barriers 

• Inappropriately using or exchanging proprietary data to preclude unaffiliated suppliers 
from obtaining information available to the PUHC and its related competitive business 
segment. 

 
The Plan should adequately address employee obligations under this standard. Moreover, any 
release of covered information should meet the posting and continuous availability requirements 
of the standard. We sought to determine if the holding company or a holding company RCBS 
received non-customer-specific information acquired by JCP&L in the operation of its distribution 
system, and whether it was then made available to other service providers via a public posting. To 
the extent that non-specific customer information resides on a website readily accessible by 
competitors, we believe that JCP&L would meet the requirements of the standard. We reviewed 
JCP&L’s planning processes to determine if any RCBS acquired non-specific information during 
the planning process, and reviewed management’s practices concerning the use of non-specific 
customer information. 
 
In examining exclusive exchange of proprietary information between JCP&L and its holding 
company or a holding company RCBS necessary for corporate support services, we sought to 
identify whether such information had been exchanged. To the extent that such data are required 
for the provision of support service pursuant to and permitted by N.J.A.C. 14.4-3.5(i) and (j) it 
would meet the requirement. 

c. Findings 
JCP&L’s Plan acknowledges the existence of the restrictions surrounding the provision of non-
customer specific non-public information. The Plan describes the nuances included in this 
provision of the Standards, the instances the Standards permit, and the posting requirements 
required. Management reported that it made no releases of non-customer specific non-public 
information acquired to any affiliated entity or competitive business segment.  

d. Conclusions 

38. The Compliance Plan addresses Section 14:4-3.4(b) of the Standards.  
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We found the Plan’s treatment of this provision of the Standards sufficient. It accurately interpreted 
the intent and the Plans’ description of the rules and provisions applicable included the 
circumstances where it may provide non-customer specific information of a non-public and non-
proprietary nature and the sharing and posting requirements in effect, should it make such a 
provision to an affiliated entity. 

39. JCP&L made no releases of information covered by this provision of the Standards.  
As no releases to an affiliate occurred, no required data reporting and posting requirements applied 
during the EDECA audit period.  

e. Recommendations 
We have no separate recommendations pertaining to this provision of the Standards. 

3. Providing Lists of Generation or Gas Service Providers  

a. Statement of Applicable Requirements 
Section 14:4-3.4(c) of the Standards provides that: 

When an electric and/or gas public utility makes available a list of electric generation 
and/or gas service suppliers (suppliers), said list shall only contain those suppliers who 
are duly licensed by the Board and comply with the electric and/or gas public utility’s 
Board-approved tariff to operate on its distribution system. Said list shall be maintained 
in alphabetical order, and not highlight or otherwise promote any particular supplier. 

b. Summary of Audit Activities 
This provision limits utility-provided lists of competitive suppliers of electric generation and gas 
service to those licensed by the BPU, and it precludes any form of emphasis on a particular supplier 
on such lists. We focused on determining: 

• Whether supplier lists contained all those licensed by the BPU and only those licensed 
• Whether any emphasis existed by virtue of location, print, or other identifiable features 

drawing particular attention to any suppliers on the list 
• Whether the Plan adequately addresses the release requirements of this provision. 

 
Sections 14:4-3.3(n), 14:4-3.4(c), 14:4-3.4(f), and 14:4-3.4(g) are related. We conducted the same 
activities in examining them. 

c. Findings 
The Plan identifies the need for JCP&L’s supplier lists to comply with this provision of the 
Standards and suggests that management’s practice involves providing customers with the BPU’s 
own list as “the best method of assuring that all of the Board’s expectations are met,” including 
the requirement that provided materials alphabetize approved suppliers. We summarize findings 
about other customer choice issues in Section D.10 of this chapter (regarding Section 14:4-3.3(m) 
of the Standards).  
 
We requested a list of TPSs provided to customers during the January 2010 through December 
2020 timeframe that comprised the EDECA audit period. Management provided a copy of each 
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monthly list in effect from January 2010 through May 2017, and from July 2020 through the end 
of the EDECA audit period, reporting an inability to find the updates in effect from June 2017 
through June 2020. An affiliate TPS, FES, remained in operation during a portion of the period of 
missing records. We reviewed the files management did provide, finding them appropriate in their 
alphabetical listing of the available suppliers and for the portion of the audit where FES was an 
active and available supplier. We observed no highlighting or promoting of any supplier, including 
FES. We also reviewed the “Supplier List” portion of the website, which included a link to a 
monthly file of current licensed suppliers available to serve JCP&L customers 
(https://www.firstenergycorp.com/customer_choice/new_jersey/supplier_list.html). As with the 
historical files management was able to provide, we found the list appropriate in its alphabetical 
listing of suppliers. We did observe that management, through March 2022, continued to list 
FirstEnergy Solutions Corp on its list of approved suppliers. Management corrected this 
inaccuracy after we sought an explanation of it, citing an oversight. 

d. Conclusions 

40. The lists of suppliers provided to customers and JCP&L’s website complied with the 
Section 14:4-3.4(c) of the Standards, though management could not produce lists for a 
portion of the audit period. (See Recommendation #6) 

JCP&L’s website includes information for customers that identifies licensed and active TPSs. The 
website complied with Section 14:4-3.4(c) of the Standards by listing the TPSs in alphabetical 
order and not highlighting any individual entity. We similarly found the lists of suppliers provided 
to customers in compliance for these same reasons, although management could not locate the lists 
for some 37 months of the EDECA audit period. An affiliate and RBCS, FES, served as an active 
TPS in New Jersey during this period. 

41. The Compliance Plan adequately addresses the requirements of this provision of the 
Standards. 

The Plan included discussion of this provision of the Standards and contained sufficient guidance 
which reflected the intent of the Standards. 

e. Recommendations 

6. Ensure the archiving of all supplier lists to permit future reviews for compliance with 
Section 14:4-3.4(c) of the Standards. (See Conclusion #40) 

Management acknowledged its inability to produce the list of TPSs provided to suppliers for June 
2017 to June 2020. FES existed as an active TPS in New Jersey and as an affiliate and RCBS 
during some of this time. We therefore could not review them for compliance with this Section of 
the Standards to verify whether the lists provided presented suppliers in a manner that did not 
promote or highlight any. 

4. Soliciting or Providing Affiliates Information Concerning Unaffiliated Suppliers  

a. Statement of Applicable Requirements 
Section 14:4-3.4(d) of the Standards provides that: 

https://www.firstenergycorp.com/customer_choice/new_jersey/supplier_list.html
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An electric and/or gas public utility may provide non-public information and data which 
have been received from unaffiliated suppliers to its PUHC or a related competitive 
business segment of its public utility holding company or other non-affiliated entities only 
if the electric and/or gas public utility first obtains written affirmative authorization to do 
so from said unaffiliated supplier. 

 
Section 14:4-3.4(e) of the Standards provides that: 

An electric and/or gas public utility shall not solicit the release of such information 
exclusively to its PUHC or a related competitive business of its public utility holding 
company in an effort to keep such information from other unaffiliated entities. 

b. Summary of Audit Activities 
This provision provides protection to competitors by preventing exploitation of confidential non-
public information and data provided by an unaffiliated supplier to JCP&L. The PUHC and related 
competitive business segments could gain competitive advantage by: 

• Using non-public information provided to the public utility by unaffiliated suppliers to 
improve the holding company and RCBS understanding of market conditions  

• Restricting the use of non-public information provided by an unaffiliated supplier to only 
the PUHC or related competitive business segment.  

 
We applied the following criteria in examining this provision of the Standards: 

• Non-public information and data received from unaffiliated suppliers by the electric or gas 
public utility can be provided to either the holding company or a related RCBS absent non-
affiliated supplier authorization for the public utility to release the information 

• There should have been no provision of information received from unaffiliated suppliers 
absent written permission 

• The JCP&L Compliance Plan should adequately address the release requirements of this 
provision. 

 
We first determined if non-affiliated information and data sharing occurred between JCP&L with 
the holding company or any holding company RCBS. If information and data sharing did occur 
with the holding company or RCBS, then we would review the unaffiliated supplier’s written 
authorization for release of the information. To the extent that a signed release was provided, we 
would then consider this provision met.  

c. Findings 
We requested each instance where JCP&L provided non-public customer information it obtained 
from an unaffiliated supplier to either FirstEnergy or a FirstEnergy RCBS. Management reported 
that it has not provided and does not provide such information to FirstEnergy or any non-utility 
affiliate, including FirstEnergy RCBSs. We therefore had no reason to address the affirmative 
authorization requirement. 
 
The Plan responds to Section 14:4-3.4(d) of the Standards and includes an adequate and 
appropriate interpretation and explanation regarding what JCP&L must do to remain compliant. 
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The following excerpt demonstrates the Compliance Plan’s treatment of this provision of the 
Standards: 

Section 4, §(d). JCP&L is restricted in the dissemination of certain non-public supplier 
information and data. 
JCP&L may receive non-public information and data from unaffiliated suppliers. JCP&L 
will only provide such information and data to its RCBS, or to non-affiliated entities, if the 
unaffiliated suppliers in question have given JCP&L written or electronic affirmative 
authorization to do so. JCP&L will not solicit the release of such information exclusively 
to its RCBS in an effort to keep such information from other unaffiliated entities. 
(emphasis added) 

 
The emphasized portion of the quote from the Plan responds directly to the next provision of the 
Standards, Section 14:4-3.4(e), which reads:  

An electric and/or gas public utility shall not solicit the release of such information 
exclusively to its PUHC or a related competitive business segment of its public utility 
holding company in an effort to keep such information from other unaffiliated entities. 

 
The JCP&L Plan does correctly emphasize and interpret Section 14:4-3.4(e) of the Standards, 
regarding the release of information “exclusively” to FirstEnergy or a FirstEnergy RCBS. 
Nevertheless, the Plan should reference part (e) of the Standards to ensure clarity as to where the 
Plan guides compliance with respect to this Section’s requirements. 

d. Conclusions 

42. JCP&L made no provision or release of non-public information subject to Section 14:4-
3.4(d) from any unaffiliated supplier to affiliates nor did JCP&L solicit the release of 
information exclusively to its PUHC or an RBCS as forbidding in Section 14:4-3.4(e). 

Management reported no such instances during the EDECA audit period. Therefore JCP&L 
remained compliant with the Standards and no required authorizations occurred and required our 
verification. 

43. The Compliance Plan adequately addresses Section 14:4-3.4(d) of the Standards. 
The Plan acknowledges that restrictions exist regarding its provision of non-public information 
and data to an affiliate and that JCP&L will seek and receive the required authorization before 
doing so. The Plan also confirms that JCP&L will not seek information from others for the purpose 
of sharing it with an RBCS. 

44. The Compliance Plan addresses Section 14:4-3.4(e) of the Standards in its interpretation 
of the Standards, but an administrative adjustment would align the Plan to the relevant 
Standards provision. (See Recommendation #7) 

Management accurately includes treatment of Section 14:4-3.4(e) of the Standards in its Plan, 
which interprets it correctly. The Plan describes it jointly with a discussion of Section 14:4-3.4(d). 
JCP&L’s placement of the reference in the Compliance Plan to Section 14:4-3.4(e) of the 
Standards is mislocated. Instead of placing the reference in the portion of the Plan digesting its 
requirements (14:4-3.4(d)), management includes in its discussion of the next two subsections of 
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the Standards - - 14:4-3.4(f) and (g) - - which address rules prohibiting the highlighting of any 
service offered by an RCBS, as shown in the following excerpt: 

Section 4, §§(e), (f) & (g). JCP&L is restricted in the scope of permissible statements it 
may make about affiliated product and/or service providers. 

e. Recommendations 

7. Change the Plan to align the reference to Section 14:4-3.4(e) to where the Plan provides 
a summation of and guidance regarding this provision. (See Conclusion #44) 

This re-alignment will clarify where the Plan addresses the requirements of Section 14:4-3.4(e) of 
the Standards. The plan contains adequate guidance for personnel, but not in the correct location. 

5. Soliciting Release of Information Concerning Unaffiliated Suppliers  

a. Statement of Applicable Requirements 
Section 14:4-3.4(e) of the Standards provides that: 

An electric and/or gas public utility shall not solicit the release of such information 
exclusively to its PUHC or a related competitive business of its public utility holding 
company in an effort to keep such information from other unaffiliated entities. 

b. Summary of Audit Activities 
This provision addresses asymmetric access to information requested from unaffiliated suppliers. 
We first determined whether JCP&L has shared non-affiliate information and data with its holding 
company or holding company RCBS. If so, we would then determine whether JCP&L provided 
such information and data to other suppliers. We next planned to review any such solicitations to 
determine any design to limit information distribution. 

c. Findings 
During the EDECA audit period, JCP&L neither solicited non-public data or information from 
unaffiliated suppliers for release to an affiliate nor did it release any such information. The current 
Compliance Plan recites this provision of the Standards. Also see our findings in Section E.4. 

d. Conclusions 
Conclusions #42, 43, and 44 in Section E.4 address this provision. 

e. Recommendations 
See Recommendation #7 in Section E.4. 

6. Highlighting Affiliates in Lists of Providers 

a. Statement of Applicable Requirements 
Section 14:4-3.4(f) of the Standards provides that: 

Except upon request by a customer or as authorized in (c) above or otherwise by the Board, 
an electric and/or gas public utility shall not provide its customers with any list of product 
and/or service providers, which highlights or otherwise identifies its PUHC or a related 
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competitive business segment of its public utility holding company, regardless of whether 
such list also includes the names of unaffiliated entities. 

b. Summary of Audit Activities 
Sections 14:4-3.3(n), 14:4-3.4(c), 14:4-3.4(f), and 14:4-3.4(g) are related. We performed the same 
activities described in our discussion Section 14:4-3.3(n).  

c. Findings 
The findings described under Section 14:4-3.3(n) apply here. 

d. Conclusions 
The conclusions described under Section 14:4-3.3(n) apply here. 

e. Recommendations 
We have no recommendations regarding this provision of the standards. 

7. Supplementing Information About Affiliated Providers 

a. Statement of Applicable Requirements 
Section 14:4-3.4(g) of the Standards provides that: 

If a customer requests information about any affiliated product and/or service provider, 
the electric and/or gas public utility may acknowledge that such affiliated product and/or 
service provider exists, but shall provide no additional information unless it provides a list 
of all providers of gas-related, electricity-related, or other utility-related products and/or 
services in business in its service territory, including the related competitive business 
segment of its public utility holding company. 

1.  Any such list shall include all suppliers licensed by the Board. 
2.  Where maintaining such list would be unduly burdensome due to the 
number of service providers, the electric and/or gas public utility shall not provide 
a list and may direct the customer to a generally available listing of service 
providers, for example, the Board, the telephone directory or Internet. 

b. Summary of Audit Activities 
Sections 14:4-3.3(n), 14:4-3.4(c), 14:4-3.4(f), and 14:4-3.4(g) are related. We performed the same 
activities described in our discussion Section 14:4-3.3(n).  

c. Findings 
The findings described under Section 14:4-3.3(n) apply here. 

d. Conclusions 
The conclusions described under Section 14:4-3.3(n) apply here. 

e. Recommendations 
We have no recommendations regarding this provision of the standards. 
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8. Record Keeping Concerning Transactions with Affiliates  

a. Statement of Applicable Requirements 
Section 14:4-3.4(h) of the Standards provides that: 

An electric and/or gas public utility shall maintain complete and accurate records, 
documenting all tariffed and non-tariffed transactions with its PUHC and a related 
competitive business segment of its public utility holding company, including but not 
limited to, all waivers of tariffed or contract provisions. 

b. Summary of Audit Activities 
These provisions require a utility to keep complete and accurate records of all transactions with its 
holding company and related RCBSs. We reviewed documentation for numerous transactions 
between the JCP&L and its affiliates. In addition, we requested all contracts between the regulated 
and unregulated affiliates and reviewed the services provide pursuant to agreements in place. 
 
The criteria we applied in examining performance under this standard are set forth in the Chapter 
of this report that addresses Affiliate Relationships and Cost Allocation. 

c. Findings 
The Plan covers subsection (h) of this portion of the Standards jointly with its discussion of the 
following two subsections (i) and (j). All three deal with elements of document retention and other 
record keeping requirements. The Plan states that:  

JCP&L will maintain complete and accurate records of all tariffed and non-tariffed 
transactions with its RCBS, including all waivers of tariff or contract provisions. Such 
records will be available for review by the Board and/or the Division of Rate Counsel on 
72 hours notice. JCP&L will maintain them in accordance with the requirements of 
N.J.A.C. 14:5-5.2, or longer, if another government agency so requires. 

This Plan does not specifically include reference to all transactions with JCP&L and its PUHC 
(FirstEnergy); the subsection of the Standards does make address transactions with such entities, 
which include its PUHC. 

d. Conclusions 

45. The Compliance Plan does not include reference to JCP&L’s transactions with 
FirstEnergy Corp. in its discussion of the requirements of Sections 14:4-3.3(h), (i), (j), 
and (k) of the Standards. (See Recommendation #8) 

The Standards make clear that these subsections apply to transactions not just with an RBCS 
(which JCP&L’s Compliance Plan acknowledges) but also those with a PUHC (which JCP&L’s 
Plan does not address). 

46. We observed no instances of JCP&L non-compliance with Section 14:4-3.4(h), (i), (j), and 
(k) of the Standards.  

The information provided by management during the course of our audit indicated that it 
maintained books and records of its transactions. Section 14:4-3.4(h) of the Standards includes an 
emphasis on “waivers of tariffed or contract provisions.” No such waivers occurred during the 
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EDECA audit period. Sections 14:4-3.4(i), (j), and (k) include provisions regarding the timeframe 
applicable to either the retention of materials or the availability of materials for review. 

e. Recommendations 

8. Update the next version of the Plan to make clear management’s understanding of the 
PUHC requirements included in Sections 14:4-3.3(h), (i), (j), and (k) of the Standards. 
(See Conclusion #45) 

The Compliance Plan’s omission of Section 14:4-3.3(h), (i), (j), and (k) of the Standards’ inclusion 
of transactions with its PUHC represents a contrast to most portions of the JCP&L Plan, which 
typically do cover all elements of the Standards. 

9. Record Retention Requirements for Transactions with Affiliates  

a. Statement of Applicable Requirements 
Section 14:4-3.4(i) of the Standards provides that: 

An electric and/or gas public utility shall maintain such records in compliance with the 
time frame required by N.J.A.C. 14:5-5.2 or longer if another government agency so 
requires. 

b. Summary of Audit Activities 
These provisions require that the records of transactions between JCP&L and its holding company 
or holding company RCBSs be maintained in accordance with the period specified in N.J.A.C. 
14:5-6.2, which include by reference the National Association of Regulatory Utility 
Commissioners’ (NARUC) “Regulations to Govern the Preservation of Records of Electric, Gas 
and Water Utilities.” The broad scope of our audit and its two phases resulted in our review of a 
very large number of documents of the types included in the NARUC regulations. Management’s 
responses to our requests for information were not limited by an inability to produce materials due 
to the age or vintage of the requested data. 

c. Findings 
The applicable NARUC regulations prescribe minimum category and sub-category retention 
requirements to documents under the following classifications: 

• Corporate and General • Plant and Depreciation 
• Information Technology Management • Purchases and Stores 
• General Accounting Records • Revenue Accounting and Collecting 
• Insurance • Tax 
• Operations and Maintenance • Treasury 
• Personnel • “Other” reports 

The other reports include items such as regularly prepared financial, operating and statistical 
reports, budgets and forecasts, various types of corporate correspondence, records of predecessor 
companies, and reports to federal and state regulatory commissions. Minimum retention 
requirements ranged broadly, from destruction dates “at the company’s option” through the entire 
life of the corporation.  
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The Plan includes discussion of this provision of the Standards along with a statement from 
management regarding its commitment to act in compliance.  

d. Conclusions 

47. We found no indications of non-compliance with this provision. 
The Standards include by reference a broad and specific set of category-specific types of reports 
and records and associated retention periods. The scope of our audit activities comprised a broad 
range of topics, which included materials that fell into each of the categories the NARUC 
regulations contemplate. We did not encounter any instances of management’s inability to provide 
data due to its failure to retain information in a way that violated this provision of the Standards.  

48. The Compliance Plan adequately addresses the requirements of this provision of the 
Standards. 

The Plan included discussion of this provision of the Standards and contained sufficient guidance 
which reflected the intent of the Standards. 

e. Recommendations  
We have no specific recommendations regarding this provision, but note that Recommendation 
#8, set forth in our discussion of Section 14:4-3.4(h) also applies here.  

10. Inspection of Records  

a. Statement of Applicable Requirements 
Section 14:4-3.4(j) of the Standards provides that: 

An electric and/or gas public utility shall make such records available for Board and/or 
Rate Counsel review upon 72 hours’ notice, or at a time mutually agreeable to the electric 
and/or gas public utility and the Board and/or Rate Counsel.  

b. Summary of Audit Activities 
These provisions require that transaction records be made available for BPU and the New Jersey 
Division of Rate Counsel review upon 72 hours’ notice. We solicited input from the BPU about 
any difficulties in gaining access to such information. During conduct of the audit, we sought 
access to records and documents pertaining to transactions involving JCP&L, its holding company, 
and affiliates (including, but not limited to, holding company RCBSs).  

c. Findings 
This provision requires JCP&L to make transaction records available for BPU and Ratepayer 
Advocate review upon 72 hours’ notice. Neither the BPU nor the Division of Rate Counsel 
reported any meaningful restrictions and limitations in dealings outside of this audit. 
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During conduct of its audit, we continually sought access to records and documents pertaining to 
transactions involving JCP&L, FirstEnergy, and affiliates. Our findings in this area do not 
necessarily pertain to management’s timeliness in making requested materials available, but 
instead include broader, more impactful failures. We report these findings in Section F.4 of this 
chapter. 

d. Conclusions 

49. Neither the BPU nor the Division of Rate Counsel Staff reported concerns regarding 
management’s compliance with this provision of the Standards. 

As reported to us, the experience of the Staff of both entities did not disclose any shortcomings of 
import. 

50. The Compliance Plan adequately addresses the requirements of this provision of the 
Standards. 

The Plan included discussion of this provision of the Standards and contained sufficient guidance 
which reflected the intent of the Standards. 

e. Recommendations  
We have no specific recommendations regarding this Section of the Standards, but note that 
Recommendation #8, set forth in our discussion of Section 14:4-3.4(h) also applies here.  

11. Bid and Contract Records  

a. Statement of Applicable Requirements 
Section 14:4-3.4(k) of the Standards provides that: 

An electric and/or gas public utility shall maintain a record of all contracts and related 
bids for the provision of work, products and/or services to and from the electric and/or gas 
public utility to and from the PUHC or related competitive business segments of its public 
utility holding company in compliance with N.J.A.C. 14:5-5.2 or longer if another 
government agency so requires. 

b. Summary of Audit Activities 
This provision requires JCP&L to maintain records of all contracts with the holding company and 
holding company RCBSs in accordance with N.J.A.C. 14:5-6.2. 
 
During audit data reviews, interviews, and other work sessions as well, we reviewed the available 
documentation for numerous transactions between JCP&L and its affiliates. 

c. Findings 
The findings presented in our discussion of Section 14:4-3.4(h) and (i) apply here. 

d. Conclusions 
The conclusions presented in our discussion of Section 14:4-3.4(h) and (i) apply here. 



Board of Public Utilities Final Report – Public Version Phase Two of an Affiliates and 
State of New Jersey EDECA Management Audit of JCP&L 

 

 
February 7, 2023  Page 372 
 The Liberty Consulting Group 

e. Recommendations  
See Recommendation #8, set forth in our discussion of Section 14:4-3.4(h). 

F. Separation Standards (Section 14:4-3.5) 
Section 14:4-3.5 of the Standards applies to interactions between a utility and an RCBS of its 
holding company or the holding company itself if it offers or provides competitive services to retail 
customers in New Jersey. These standards do not apply, however, to an RCBS within the utility 
itself and to transactions between the utility and such an RCBS. Separate standards, which Section 
G of this report addresses, apply to interactions between utilities and their internal RCBSs.  

1. Separate Corporate Entities  

a. Statement of Applicable Requirements 
Section 14:4-3.5(a) of the Standards provides that: 

An electric and/or gas public utility, its PUHC and related competitive business segments 
of its public utility holding company shall be separate corporate entities. 

b. Summary of Audit Activities 
These provisions require that JCP&L, its PUHC, and the non-regulated RCBSs of the holding 
company be separate corporate entities. We examined whether JCP&L existed as a legal entity 
separate and distinct from its holding company and any RCBS of its holding company. We 
considered relevant filings with the Securities and Exchange Commission, organization charts, a 
variety of data requests and interview results to assess whether the required corporate separation 
existed between JCP&L and any holding company or holding company RCBSs. 

c. Findings 
JCP&L existed and operated as a distinct corporate entity during the EDECA audit period, as it 
has historically, and as it will most likely do in the future. Our examinations in several other audit 
tasks, including Executive Management and Corporate Governance and Affiliate Relationships 
and Cost Allocation Methods, discuss our findings and conclusions regarding the sufficiency of 
management’s organization structure and utility, particularly JCP&L-specific. The current Plan 
includes discussion of this provision of the Standards, notes the requirement for JCP&L to exist 
as a separate corporate entity, and includes a statement that JCP&L and its RCBS are and will 
remain organized as separate entities. 

d. Conclusions 

51. JCP&L and FirstEnergy’s structure and operations complied with Section 14:4-3.5(a) of 
the Standards during the audit period. 

JCP&L existed as its own corporate entity during the EDECA audit period as did FirstEnergy and 
its various affiliates, including the RCBSs active at various times. JCP&L operations involved 
large levels of service company support typical of other New Jersey EDCs and LDCs operating in 
a holding company structure, and did so in a manner appropriate regarding the Standards generally 
and this portion of them specifically. 
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52. The Compliance Plan adequately addresses the requirements of Section 14:4-3.5(a) of the 
Standards.  

The plan includes coverage of this provision of the Standards, and its interpretation of it and 
commitment to abide by it evidence that management appropriately contemplates these provisions.  

e. Recommendations 
We have no recommendations regarding the requirements of this provision. 

2. Separate Books and Records  

a. Statement of Applicable Requirements 
Section 14:4-3.5(b) of the Standards provides that: 

An electric and/or gas public utility and related competitive business segments of its public 
utility holding company shall keep separate books and records. 

b. Summary of Audit Activities 
This provision requires that the holding company keep separate books and records for the utility 
and for its affiliates. We examined whether utility books and records remained fully separate and 
distinct from those of the holding company and any holding company RCBS.  

c. Findings 
We found separate books and records for the required entities. JCP&L’s Plan discusses this 
provision jointly with the next two sections, which also pertain to books and records maintenance.  

d. Conclusions 

53. FirstEnergy and JCP&L complied with the provisions of Section 14:4-3.5(b) of the 
Standards during the audit period. 

Each affiliate’s books and records were kept separately. The Accounting and Property Records 
Chapter of this Phase Two report further addresses accounting books and records. 

54. The Compliance Plan adequately addresses the requirements of Section 14:4-3.5(b) of the 
Standards.  

The Plan states that all books and records of JCP&L and affiliates must remain separate. 

e. Recommendations 
We have no recommendations with respect to this provision of the Standards. 

3. Conformity of Books and Records with USOA  

a. Statement of Applicable Requirements 
Section 14:4-3.5(c) of the Standards provides that: 
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Electric and/or gas public utilities' books and records shall be kept in accordance with 
applicable Uniform System of Accounts (USOA), 18 CFR Part 101, as amended and 
supplemented, which is incorporated by reference herein. 

b. Summary of Audit Activities 
This provision requires that the utility maintain books and records in accordance with USOA. We 
did not undertake a full-scale examination of conformity with each USOA requirement. We found 
during our assessment of management and operations that the company generally complied with 
the USOA requirements. We address this issue most directly in the Accounting and Property 
Records Chapter of this Phase Two report. Other chapters made use of a variety of accounting 
information, about which we found no indication of material failure in use of required accounting.  

c. Findings 
The JCP&L chart of accounts is consistent with USOA. The current Plan covers Sections 14:4-
3.5(b), (c), and (d) jointly. Our discussion above of Section 14:4-3.5(b) addresses these provisions. 
We found the Plan’s coverage of each of these three sections appropriate. 

d. Conclusions 

55. JCP&L complied with the requirements of Section 14:4-3.5(c) during the audit period. 
Our work in examining the Accounting and Property Records portion of this audit’s scope found 
management’s maintenance of books in records in accord with the USOA. 

56. The Compliance Plan adequately addresses the requirements of Section 14:4-3.5(c) of the 
Standards.  

The Plan’s joint treatment of this portion of the Standards with those addressing books and records 
maintenance, includes reference to this specific provision of the Standards and states JCP&L intent 
to comply with them. 

e. Recommendations 
We have no recommendations with respect to this provision. 

4. Availability of Books and Records for Examination  

a. Statement of Applicable Requirements 
Section 14:4-3.5(d) of the Standards provides that: 

The books and records of its PUHC or a related competitive business segment of an electric 
and/or gas public utility’s holding company engaged in transactions, interactions and 
relations with the electric or gas public utility shall be open for examination by the Board. 

b. Summary of Audit Activities 
This provision requires that the holding company provide access to its books and records and to 
those of its non-regulated RCBSs. During the conduct of its audit, we sought access to a host of 
records and documents pertaining to the utility, utility holding company, and holding company 
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RCBSs. We tested compliance by assessing whether all requests for information necessary to 
verify compliance with the standards subject to this audit produced substantially complete 
responses. 

c. Findings 
The Compliance Plan discusses Section 14:4-3.5(d) of the Standards and states that JCP&L’s 
books and records are open for examination by the BPU, as are the books and records of its RCBS, 
to the extent necessary to ascertain compliance with the Standards with respect to its transactions, 
interactions, or relations with JCP&L, if any. Absent from the plan is JCP&L’s acknowledgment 
of transactions with its PUHC - - which the Standards do include as relevant. 
 
Management provided documentation and records regarding numerous JCP&L transactions with 
FirstEnergy and various affiliates. It also in several important areas of this audit’s scope, declined 
to provide us with requested information, citing attorney-client privilege, redacted materials, or 
otherwise presented a general unwillingness to provide items related to the investigations 
summarized in Chapter Twelve of our Phase One Report, External Affairs - - “The DOJ 
Investigation.” Some of this material took the form of Internal Audits which management reported 
as performed at the direction of counsel. See also the Controls, SOX, Auditing, and Listing 
Requirements Chapter of this Phase Two report. Other material denied included items responsive 
to elements of the DOJ, SEC, and Vendor Payments investigations. Management also made use of 
claims of legal privilege to an unprecedented extent in our experience in conducting work of this 
type.  

d. Conclusions 

57. The Compliance Plan does not include reference to JCP&L’s transactions with 
FirstEnergy in its discussion of the requirements of Section 14:4-3.5(d) of the Standards. 
(See Recommendation #9) 

The Standards state clearly that PUHC (and therefore FirstEnergy) transactions are open for review 
by the BPU, not just transactions with an RBCS. While JCP&L’s Plan acknowledges the RBCS 
transactions, it does not include mention of PUHC transactions.  

58. JCP&L (or FirstEnergy) declined to make extensive amounts of information available in 
response to requests for information during our audit field work. (See Recommendation 
#10) 

Management in many cases has declined to provide information relevant to the scope of this audit, 
as we explain in a number of chapters in this Phase Two report and the accompanying Phase One 
report. We did receive extensive accounting information regarding transactions with affiliates. 
However, management declined in numerous cases to provide information it has or has prepared 
regarding the reasons, nature, and substance of those transactions (e.g., the provision of services 
for and paid for by JCP&L). Often it has denied access to information on the basis of various legal 
privileges. FirstEnergy appears to engage attorneys in an unusually large number of internal 
reviews and examinations, and frequently used that engagement to decline access to information 
we would typically expect.  
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We also encountered an extraordinary claim made without connecting it to legal privilege. JCP&L 
asserted that it could not provide us with information about actions undertaken by affiliates serving 
it, and for whose costs it pays, because the information was in the possession of an affiliate (such 
as parent FirstEnergy Corp.) and beyond the knowledge of JCP&L. We see no sound logic in the 
notion that placing a function performed for a utility within an affiliate has any bearing on whether 
the utility can escape accountability for providing information by claiming it resides at an entity 
with which it has contracted to perform utility-related functions for which it pays. Use of that 
excuse provides opportunity to avoid transparency needed for effective utility regulation. 
 
We had substantial success in securing a wide variety and large volume of accounting information, 
but the categories cited above make a finding of compliance inappropriate. 

e. Recommendations 

9. Update the next version of the Compliance Plan to include acknowledge management’s 
understanding of the PUHC requirements included in Sections 14:4-3.4(d) of the 
Standards. (See Conclusion #57) 

The Compliance Plan’s omission of this provision of the Standards’ inclusion of transactions with 
its PUHC is a contrast to most portions of the JCP&L Plan, which typically do cover all elements 
of the Standards. 

10. Deep-seated, corporate cultural barriers have prevented conformity to levels of 
transparency typical of other holding company/utility cases we have witnessed - - our 
interaction with FirstEnergy throughout this audit shows that major efforts remain to 
eliminate those barriers. (See Conclusion #58) 

With lessons that should already have been learned still seemingly not, we do not see 
circumstances that give confidence in the ability to secure cultural change necessary to produce a 
healthy level of transparency while FirstEnergy remains absorbed with legal exposure and willing 
to elevate legal excuses for denying access to information over regulatory relations and therefore 
strong business interests for providing access. 
 
With even top governance and executive structure and composition now being driven by a desire 
to end litigation, we see no avenue for constructive change initiated from within. Perhaps the 
eventual passage of major litigation from the scene will present more opportunity than exists now. 
In part that will depend on a strong change of attitude, not the least of which will have to be a 
sound distinguishing of legal arguments that can be made from those that should.  

5. Sharing of Space, Services, and Equipment  

a. Statement of Applicable Requirements 
Section 14:4-3.5(e) of the Standards provides that: 

An electric and/or gas public utility shall not share office space, office equipment, services, 
and systems with a related competitive business segment of its public utility holding 
company, except to the extent appropriate to perform shared corporate support functions 
permitted under this subsection or as follows: 
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1. An electric and/or gas public utility may access the computer or information 
systems of a competitive related business segment of its PUHC or allow a 
related competitive business segment of its PUHC to access its computer or 
information systems, for purposes of the sharing of computer hardware and 
software systems and may share office space, office equipment, services and 
systems, provided adequate system protections are in place to prevent the 
accessing of information or data between the utility and its affiliate(s) which 
would be in violation of this subchapter. 

i.  Prevention of unauthorized access to computer and information systems 
must be specifically addressed as part of an electric and/or gas public 
utility’s compliance plan submitted pursuant to N.J.A.C. 14:4-3.7(b). 

b. Summary of Audit Activities 
These provisions allow a utility and an RCBS of its PUHC to share office space, office equipment, 
services and systems where required as part of providing permitted shared corporate support 
functions. In such cases, adequate system protections must exist to prevent the accessing of data 
that would violate other provisions of the Standards (a number of them addressed in earlier sections 
of this chapter). 
 
This provision effectively allows shared space, services, systems, and equipment, provided that 
security against data exchange proves adequate. Given the breadth of this exception, our 
examination of performance under this standard sought to determine whether, in cases where 
sharing has existed, adequate measures apply to prevent inappropriate information exchange. 
 
We requested information regarding the sharing of Information Technology services between 
JCP&L, its holding company, and holding company RCBSs. 

c. Findings 
We sought to review the guidance given to and oversight exercised over database owners regarding 
access to their databases to ensure compliance with the provisions of the Standards addressing 
information sharing among affiliates and organizational units. 
 
FESC manages overall IT security on a FirstEnergy-wide basis. Management identified its 
corporate-wide Sensitive Data Tracking System and indicated its use to identify the business owner 
of each sensitive system and which IT group maintained ownership responsibility. Management 
used Microsoft Identity Manager to assign access and designate security groups and allowable 
accounts. Quarterly separations and transfer reports inform database owners of the necessary 
reviews they must perform to ensure the appropriateness of individuals with access to each system 
as employee additions, subtractions, or movements occur.  
 
Management identified an SAP-based employee classification approach as the primary method 
used to ensure data and database related compliance with both the Standards and applicable FERC 
Standards or Conduct regulations. FirstEnergy’s Central Security Administration and the First 
Energy Compliance Group monitor the assignment of employee access to files and folders stored 
on the system. The first step in this process governs the classification of each employee to 
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determine that the physical locations they access and the information access management provides 
them aligns with their job functions and duties. 
 
Before accessing a specific protected database, an employee’s name is entered into the FirstEnergy 
ITHub, which alerts via email the database owners with approval rights. This method allows each 
owner to verify and either approve or reject the new employee’s permission, based on the included 
department and FERC Code of that employee, to access the data. Management updates the SAP 
database of each FirstEnergy employee’s FERC code on a daily basis to ensure it remains current.  
 
Management noted that to the best of its knowledge, it gave no exception-based access to databases 
during the EDECA audit period. Management provided copies of the separations and transfer 
reports, including those covering the transfer of employees between JCP&L and FirstEnergy’s 
RCBSs.  
 
Section E.1 of this chapter summarizes two data classification policies employed by management 
to appropriate protect and segregate data - - Corporate Policy 808 and RIM Standards 2.05. Two 
recent Internal Audits found them well defined and requiring no enhancements. Section F.10 below 
discusses in more detail management’s methods, policies, and procedures related to the Standards 
provisions regarding protections in place surround sensitive data when employee transfer or other 
movement occur. Management reported that FirstEnergy RCBS employees and JCP&L employees 
did not utilize the same work space at its work locations and facilities, including: 

• Morristown General Office • Fairmont Corporate Center 
• Akron Control Center • Greensburg Corporate Center 
• Bethel Warehouse • Pottsville Pike 
• Fairlawn Call Center • Wadsworth Control Center 
• Fairmont Call Center • West Akron Campus 

 
The Plan acknowledges this portion of the Standards and notes JCP&L’s commitment to comply 
with them. The Plan summarizes all relevant provisions and includes discussion of the required 
data and IT compliance.  

d. Conclusions 

59. Management utilizes appropriate systems of access and controls over its applications and 
databases and its physical locations.  

We found the FirstEnergy-level procedures and controls comprehensive and appropriate for 
ensuring the protection of information and management gave appropriate care and attention to 
ensuring that it segregated both physical and electronic (computer systems and data) appropriately. 
Internal Audits conducted in 2019 and 2020 (the last two years of our audit period in this task) 
found key procedures sound in their identification and protection of customer information. The 
Physical Security Chapter of this Phase Two Report summarizes our findings surrounding the 
badging process used to control employee access at physical work locations. 

60. The Plan adequately addresses this Section 14:4-3.5(e) of the Standards. 
The Plan appropriately covers the provisions of this Section of the Standards, and JCP&L includes 
the required explanation of computer and information system access information.  
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e. Recommendations 
We have no recommendations regarding this provision of the Standards. 

6. Authorized Joint Products and Services 

a. Statement of Applicable Requirements 
Section 14:4-3.5(f) of the Standards provides that: 

Subsection (e) above does not preclude an electric and/or gas public utility from offering 
a joint product and/or service, provided such joint product and/or service is authorized by 
the Board and is available to all non-affiliated product and/or service providers on the 
same terms and conditions, for example, joint billing services. 

b. Summary of Audit Activities 
The purpose of the provisions is to ensure that any joint products and or services offered by the 
utility are offered to non-affiliated providers on the same terms and conditions. We focused on 
determining, in the event of any utility-offered products or services jointly with a holding company 
RCBS, whether they were offered to non-affiliated providers on the same basis. We reviewed the 
utility’s tariffs to determine whether the company had any competitive products and services. In 
addition, we asked whether JCP&L offered any competitive services, and gathered information on 
the product offerings of the RCBS who provide services at retail in New Jersey. 

c. Findings 
JCP&L offered no joint products or services with a related competitive business segment of its 
public utility holding company during the time period specified. Therefore, we had no need to 
examine the terms and conditions of any such offerings for compliance. The Compliance Plan 
includes Section 14:4-3.5(f) of the Standards in a grouping that discusses its approach to joint 
purchases - - which subsections (g) and (h) of the Standards introduce. The Plan does not however 
include discussion of joint product and services offerings. 

d. Conclusions 

61. JCP&L made no structured joint product or service offerings with an RCBS during the 
audit period.  

No offerings of joint products or services with an RCBS occurred. The absence of such offerings 
left no terms and conditions to review to ensure compliance with the Standards. 

62. The Compliance Plan does not include discussion of joint JCP&L and RBCS product and 
services offerings of the kind contemplated by the requirements of Section 14:4-3.5(f) of 
the Standards. (See Recommendation #11) 

Section 14:4-3.5(f) set forth specific restrictions regarding joint product and services offerings by 
a utility and a utility RCBS: 

Subsection (e) above does not preclude an electric and/or gas public utility from offering 
a joint product and/or service, provided such joint product and/or service is authorized by 
the Board and is available to all non-affiliated product and/or service providers on the 
same terms and conditions, for example, joint billing services. 
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The Plan, as shown below, in its heading for its joint coverage of Section 14:4-3.5(f), (g), and (h) 
of the Standards notes: 

Section 5, §§(f), (g) & (h). JCP&L is required to 
comply with requirements and limitations applicable to Joint 
Purchases. 

Neither the heading, its summary statement, or the subsequent support text discuss the notion of 
Joint Purchases. No mention of Joint Products or Joint Services can be found in the Plan. 

e. Recommendations 

11. Update the next version of the Compliance Plan to acknowledge management’s 
understanding of the PUHC requirements included in Sections 14:4-3.5(f) regarding joint 
product and joint services offerings. (See Conclusion #62) 

The Compliance Plan should address the particular concepts of joint products and services and 
joint purchases distinctly. Its failure to do so, and its grouping these concepts with Joint Purchases 
serves to leave the Plan silent on Joint Products and Services. The inclusion of these concepts, 
statements regarding management’s understanding and interpretation of the Standards restrictions 
should a joint offering occur, and a statement of management’s intentions with respect to them 
will give employees guidance on topics which the Plan at present does not provide. 

7. Joint Purchases  

a. Statement of Applicable Requirements 
Section 14:4-3.5(g) of the Standards provides that: 

An electric and/or gas public utility and its PUHC or related competitive business segments 
of its public utility holding company may make joint purchases of products and/or services, 
but not those associated with merchant functions. 

b. Summary of Audit Activities 
This provision of the standards confirms the general permissibility of joint purchases, which we 
address in the ensuing section of this chapter. However, the provision also imposes a strict 
prohibition against joint purchases that relate to the merchant function. We sought to verify that 
JCP&L made no merchant-function related purchases jointly with a holding company or holding 
company RCBS. We requested copies of all joint purchasing agreements that included both the 
regulated utility and a holding company or holding company RCBS. Our examination summarized 
in the Supply Chain Chapter of this Phase Two report also sought detailed information about how 
JCP&L makes purchases and what transactions took place among it and affiliates during the 
EDECA audit period, regardless of whether the affiliates were RCBSs or not. 

c. Findings 
Section 14:4-3.2 of the Standards provides the following definitions relevant to Section 14:4-
3.5(g): 

“Joint purchases” means purchases made by a parent or holding company or affiliate 
thereof for use by one or more affiliates, the fully allocated costs of which are allocated to 
be paid proportionally by the affiliates, based upon utilization. 
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“Joint purchases allowed” means purchases not associated with merchant functions, 
examples of which would be joint purchases of office supplies and telephone services. 
 
“Joint purchases not allowed” means purchases associated with merchant functions, 
examples of which would be gas and electric purchasing for resale, purchasing of gas 
transportation and storage capacity, purchasing of electric transmission, system 
operations and marketing. 
 
“Merchant functions” means the marketing and/or the provision of electric generation 
service and/or gas supply service to wholesale or retail customers, as opposed to the 
marketing and/or provision of transmission and distribution services, by an electric and/or 
gas public utility. 

 
Management reported that it had no joint purchasing agreements with any entity providing 
competitive service in New Jersey; i.e., that JCP&L engaged in none and that FESC did not engage 
in any on JCP&L’s behalf. Management’s response indicated that no joint purchases of the type 
not allowed by the Standards occurred, using the same Standards definition of “Joint purchases 
not allowed” summarized above. FESC did engage in procurement and supply chain services 
activities for FirstEnergy and affiliates as a whole (including JCP&L). Management reported that 
all such purchases occurred pursuant to the Service Agreement between JCP&L and FESC and 
segregated JCP&L appropriately as to not expose it to any joint liability. Management defined 
these purchases using the same “Joint purchases allowed” definition above, per the Standards. 
 
The plan summarizes this provision of the Standards jointly with subsection (f) and (h); as 
described in Section F.6 above, the former is not applicable to this provision, although the latter 
does lend itself to joint treatment as it also relates to joint purchases. The Plan includes discussion 
of the limitations on the types of joint purchases in which management can engage that involve 
JCP&L in addition to the pricing and reporting requirements dictated by the Standards. The Plan 
further observes that transfer pricing rules may apply as well. 

d. Conclusions 

63. JCP&L complied with Section 14:4-3.5(g) of the Standards regarding joint purchases 
associated with merchant functions; no covered purchases took place during the audit 
period. 

No transactions occurred pursuant to the “merchant function” definition of the Standards. See the 
Power Supply and Market Conditions Chapter of this Phase Two Report, which describes the 
energy and capacity transactions made by JCP&L during the EDECA audit period. 

64. The Compliance Plan adequately addresses the requirements of Section 14:4-3.5(g). 
The Plan’s discussion of this subsection includes correct and appropriate interpretation of the intent 
of the Standards. The Plan notes that JCP&L does not “currently make” any of the types of joint 
purchases not allowed between a utility and its RCBS, and includes further guidance that should 
such purchases occur in the future, management acknowledges and will comply with the pricing 
and allocation provisions of Section 14:4-3.5(g) of the Standards. 
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e. Recommendations 
We have no recommendations regarding the requirements of this provision. 

8. Pricing and Reporting of Joint Purchases  

a. Statement of Applicable Requirements 
Section 14:4-3.5(h) of the Standards provides that: 

The electric and/or gas public utility shall insure that all such joint purchases are priced, 
reported, and conducted in a manner that permits clear identification of the electric and/or 
gas public utility’s portions and its PUHC or the related business segment’s portion of 
such purchases, and that direct costs of the joint purchase(s) as well as the indirect 
purchasing costs are apportioned between the electric and/or gas public utility and the 
related competitive business segment of the public utility holding company in direct 
proportion to the relative amounts of the purchased products(s) and/or services(s) received 
and/or utilized, respectively, in accordance with these standards and other applicable 
Board allocation and reporting rules. 

b. Summary of Audit Activities 
This provision seeks to ensure for all joint purchases proper record keeping, pricing, and 
assignment of direct and indirect costs between a utility and its RCBS. The provision’s two 
principal requirements include the ability to segregate the utility portion of joint purchases and the 
allocation of both the direct and indirect costs of purchases to the utility on the basis of its portion 
of the purchases. Therefore, we focused on the following in examining performance under this 
standard: 

• Whether recordkeeping and reporting of jointly made purchases provides for accurate 
identification and segregation of the utility portion of purchases made through common 
efforts 

• Whether the costs that the utility pays for purchases made through common efforts are in 
strict proportion to the amounts purchased for its use. 

c. Findings 
See the findings in Section F.7. above regarding the lack of any EDECA audit period transactions 
of the type that would apply to this portion of the Standards. The Compliance Plan summarizes 
the provision of the Standards, including the treatment of costs associated with any such purchases.  

d. Conclusions 

65. No transactions subject to this portion of the Standards occurred during the audit period. 
As we described in Section F.7 above, JCP&L made no, and FirstEnergy engaged JCP&L in no 
transactions that would trigger this portion of the Standards. 

66. The Compliance Plan adequately addresses the requirements of Section 14:4-3.5(h). 
The Plan includes discussion of this portion of the Standards, noting that while no qualifying 
transactions occur, management will ensure compliance should they occur in the future. 
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e. Recommendations 
We have no recommendations regarding the requirements of this provision. 

9. Shared Services  

a. Background 
Section 14.4-3.5(i) of the Standards provides that: 

An electric and/or gas public utility, its public utility holding company and related 
competitive business segments, or separate business segments of the public utility holding 
company created solely to perform corporate support services may share joint corporate 
oversight, governance, support systems and personnel. Any shared support shall be priced, 
reported and conducted in accordance with N.J.A.C. 14:4-3.4 and this section, as well as 
other applicable Board pricing and reporting rules 

b. Summary of Audit Activities 
The provision of and charging for common services falls among the topics addressed in the 
Affiliate Relationships and Cost Allocation Chapter of this Phase Two Report. We limited our 
discussion of this portion of the Standards in this chapter to the adequacy and appropriateness of 
JCP&L’s Compliance Plan. The Compliance Plan acknowledges this portion of the Standards, 
summarizing it jointly with the portion immediately following it. The related nature of these two 
portions of the Standards render appropriate such joint coverage. The Plan notes that the Standards 
permit sharing of JCP&L corporate oversight, governance, support systems, and personnel 
between JCP&L, FirstEnergy, and any FirstEnergy RCBS. The plan also notes that pricing and 
reporting rules apply (in addition to additional restrictions, chiefly those centered around 
information sharing). We address those rules in Section F.10 which immediately follows). 

c. Conclusions 

67. The Compliance Plan adequately addresses the requirements of Section 14:4-3.5(i) of the 
Standards. 

The Plan includes a detailed discussion of this provision of the Standards, and includes the types 
of shared service company support it can provide to JCP&L and simultaneously to affiliates, 
including FirstEnergy RCBSs. We found this discussion comprehensive and consistent with the 
types of services the Standards allow. 
 
See the Affiliate Relationships and Cost Allocation Chapter of this Phase Two Report which 
provides detailed findings regarding the pricing and reporting of affiliate services.  

d. Recommendations 
We have no recommendations regarding the requirements of this provision. 

10. Protection of Confidential and Market Information  

a. Statement of Applicable Requirements 
Section 14:4-3.5(j) of the Standards provides that: 
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Such joint utilization shall not allow or provide a means for the transfer of confidential 
customer or market information from the electric and/or gas public utility to a related 
competitive business segment of its public utility holding company in violation of these 
standards, create the opportunity for preferential treatment or unfair competitive 
advantage, lead to customer confusion, or create significant opportunities for cross-
subsidization of a related competitive business segment of the public utility holding 
company. In the compliance plan required pursuant to N.J.A.C. 14:4-3.7(a) through (e), a 
senior corporate officer from the electric and/or gas public utility and public utility holding 
company shall verify the adequacy of the specific mechanisms and procedures in place to 
ensure the electric and/or gas public utility follows the mandates of this subchapter, and 
to ensure the electric and/or gas public utility is not utilizing joint corporate support 
services as a conduit to circumvent this subchapter. 

b. Summary of Audit Activities 
This provision prohibits the utility from sharing confidential customer and market information 
with holding company related competitive business segments. The prohibition seeks to prevent 
opportunities for cross-subsidies, customer confusion, and unfair competitive advantage. Cross-
subsidies and unfair market advantages could occur in ways such as the following: 

• Identification of new market opportunities 
• Information concerning strategic direction of the company 
• Acquiring market sensitive and related information 
• Providing an opportunity for customer confusion between the identity of the utility and its 

PUHC or its RCBS. 
 
In examining compliance, we focused on the following factors: 

• Sufficiency of controls to protect competitively sensitive information regarding joint 
services 

• Compliance plan treatment of market sensitive information when providing joint services  
• Conduct of joint planning in a manner that protects competitively sensitive information. 

 
This provision addresses the transfer of both customer and market information. A number of other 
provisions in the Standards address the protection of customer information. We address the 
sufficiency of those protective efforts in connection with its discussion of those standards. 
Therefore, we focused on marketing, seeking to determine whether:  

• Adequate steps prevent the transfer of protected information during planning and 
marketing activities 

• Whether the Compliance Plan adequately addresses responsibilities imposed by this 
provision of the Standards. 

 
Through the use of data requests and interviews, we reviewed and analyzed the planning process 
at JCP&L and FirstEnergy as it relates to this provision of the Standards. We sought to determine 
whether competitive sensitive information was shared during the planning cycle, and what controls 
were in place to ensure that competitive sensitive information generated at the utility was not used 
by affiliates. 
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As its initial step, we reviewed the Compliance Plan and its procedures for complying with the 
Standard. We attempted to identify opportunities in joint processes between the utility and its 
PUHC or RCBS where inappropriate sharing of information could occur. We then reviewed and 
analyzed processes to ensure that adequate controls were in place to protect competitively sensitive 
information. To assess the controls, we reviewed the information flows, the granularity of the 
information, which personnel had access, and how the information was used. Because of the 
amount of data and its competitive sensitivity, we placed particular emphasis on the planning 
process at the utility and the PUHC. 

c. Findings 
We conducted the activities described in our examinations under other provisions (see, for 
example, Sections E.3, E.12, and F.5.), to address the issues relevant to this provision as well. The 
findings in those sections address our review standards for this portion of the Standards. We carried 
out elements of our work in this area in other portions of the management audit, which we 
documented in the Affiliate Relationships and Cost Allocation and Planning and Budgeting 
Chapters of this Phase Two report. We reviewed the strategic and business plans of JCP&L. We 
found the business plans separate from those of affiliated companies and we did not identify any 
use of JCP&L information by affiliates in their plans and found no indication of inappropriate 
commingling of information or analysis during the planning processes.  
 
The Compliance Plans in effect during the EDECA audit period included certifications by JCP&L 
and FirstEnergy officers, affirming or verifying: 

• That they read the contents of the Plan, had familiarity generally with its “mechanisms and 
procedures,” and that these “reasonably ensure” JCP&L compliance 

• The adequacy of the Plan’s “mechanisms and procedures” to ensure JCP&L compliance: 
o Generally 
o With specific reference to Section 14:4-3.5(i) and that the joint corporate support 

services did not serve as “a conduit to circumvent” the Standards. 
• The adequacy of the Plan’s “mechanisms and procedures” to ensure JCP&L Compliance 
• That, pursuant to Section 14:4-3.5(j), which we discuss in a subsequent section of this 

chapter, measures reasonably ensure no usage of shared officers and directors in violation 
of the Standards.  

 
The following table summarizes the FirstEnergy and JCP&L signatories to the plan with respect 
to Section 14:4-3.5(i) and (j) of the Standards. Note 1 in the table indicates a change in the 
individual holding the position; note 2 indicates a change in the title of the individual holding that 
position. 
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Compliance Plan Signatories 

 

d. Conclusions 

68. We found no evidence that the FirstEnergy or JCP&L utilized the provision of allowable 
joint corporate oversight, governance, support systems, and personnel in a manner that 
violated this provision of the Standards. 

Of the materials management did provide during the course of our audit field work, we observed 
nothing that indicated a violation of this portion of the Standards. The Plan includes signatures 
from JCP&L and FirstEnergy officers whose seniority complied with the provision. 

69. The Compliance Plan adequately addresses the requirements of Section 14:4-3.5(j). 
We found the Plan’s description complete and appropriate.  

e. Recommendations 
We have no recommendations with respect to this section of the standards. 

11. Use of Utility Name and Logo  

a. Statement of Applicable Requirements 
Section 14.4-3.5(k) of the Standards provides that: 

A related competitive business segment of a public utility holding company shall not trade 
upon, promote, or advertise its relationship with the electric and or gas public utility, nor 
use the electric and/or gas public utility’s name and/or logo in any circulated material, 
including, but not limited to, hard copy, correspondence, business cards, faxes, electronic 
mail, electronic or hardcopy advertising or marketing materials, unless it discloses clearly 
and conspicuously or in audible language that: 

1.  The PUHC or related competitive business segment of the public utility holding 
company “is not the same company as the electric and/or gas public utility”; 

2. The PUHC or related competitive business segment of the public utility holding 
company is not regulated by the Board; and 

Year Plan 
Filed

FE Signatory JCP&L Signatory

2010 Corporate Secretary   Corporate Secretary   
2011 Corporate Secretary   Corporate Secretary   
2012 Corporate Secretary   Corporate Secretary   
2013 Corporate Secretary   Corporate Secretary   
2014 Corporate Secretary   Corporate Secretary   
2015 Corporate Secretary   Corporate Secretary   
2016 VP, Corporate Secretary & Chief Ethics Officer1,2 Corporate Secretary1

2017 VP, Corporate Secretary & Chief Ethics Officer1 Corporate Secretary   

2018
Vice President, Deputy General Counsel, Corporate 
Secretary and Chief Ethics Officer1,2 Corporate Secretary   

2019 Vice President, Deputy General Counsel, Corporate 
Secretary and Chief Ethics Officer Corporate Secretary1

2020 Vic President, Corporate Secretary1,2 Corporate Secretary   
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3. “You do not have to buy products in order to continue to receive quality 
regulated services from the electric and/or gas public utility. 

b. Summary of Audit Activities 
These provisions address how a holding company RCBS may promote itself, particularly if it 
shares a similar name or logo with the regulated utility. A holding company RCBS may not use its 
connection with the utility to promote itself, nor may it use the utility’s name or logo in any form 
of communication, unless it clearly and conspicuously provides the required disclaimer. The 
disclaimer applies only with regard to the use of the utility’s name or logo in New Jersey. 
 
We examined the use of logos, trademarks and service marks, in order to determine whether any 
shared use of the utility name or logo has occurred, and, if so, whether the required disclaimer was 
prominently displayed. We reviewed utility and affiliate logos, trademarks and service marks and 
details of where the marks were used. We also reviewed the websites and utility compliance plan 
for adherence to this provision. 

c. Findings 
Section D.1 of this chapter summarizes our review of the FirstEnergy entities’ website and use of 
the disclaimer prescribed by the Standards. Management stated that neither FES nor Suvon used 
or traded upon JCP&L’s name or logo in its advertising and other related material. Our review of 
websites and marketing material observed no such occasions. Management’s response did not 
provide the requested production of business cards. In response to a follow-up request seeking 
them, management observed that all employees that support Suvon are FESC employees, and 
provided samples of officer and non-officer FESC business cards. Management also provided one 
sample of an FES business card. We observed no use of JCP&L’s logo on the provided items. 
 
JCP&L’s Compliance Plan includes coverage of Section 14.4-3.5(k) of the Standards - - discussing 
it jointly with the following two sections [parts (l) through (0)] which deal with other provisions 
regarding logo use, advertising, customer communications, and joint marketing.  

d. Conclusions 

70. We observed no instances of RCBS website or other material making use of JCP&L’s 
name or logo. 

The Suvon (FirstEnergy Home and FirstEnergy Advisor) logos do not resemble that of JCP&L, 
nor did any of their website or marketing material do so or otherwise promote or advertise any 
relationship with JCP&L. We found that the FES website and other circulated material similarly 
complied with the provision of this provision of the Standards.  

71. The Compliance Plan adequately addresses Section 14.4-3.5(k) of the Standards. 
The Plan acknowledges the existence of elements of the Standards that govern the use of corporate 
identification and logo use in customer communication. The Plan’s treatment of this provision 
includes an appropriate interpretation of the intent of the Standards and includes a statement that 
JCP&L and its RBCSs will comply with them. 
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e. Recommendations 
We have no separate recommendations regarding this provision of the Standards. 

12. Non-New Jersey Use of Utility Name and Logo  
Section 14.4-3.5(l) of the Standards provides that: 

The requirement of the name and/or logo disclaimer set forth in (k) above is limited to the 
use of the name and/or logo in New Jersey. 

 
This section of the standards does not establish an auditable conduct standard. It merely narrows 
the restrictions imposed by Standard Section 14:4-3.5(k). JCP&L’s Compliance Plan appropriately 
notes this requirement. 

13. Promising or Implying Preferred Treatment 

a. Statement of Applicable Requirements 
Section 14:4-3.5(m) of the Standards provides that: 

An electric and/or gas public utility, through actions or words, shall not represent that, as 
a result of its PUHC or a related competitive business segment of the public utility holding 
company’s relationship with the electric and/or gas public utility, its affiliate(s) will receive 
any different treatment than other product and/or service providers.  

b. Summary of Audit Activities 
The requirements of this provision are similar to those of Sections 14:4-3.3(a) and (c). We 
performed for this provision the same activities described in our discussion of Sections 14:4-3.3(a) 
and (c).  

c. Findings 
The findings we made in relation to Sections 14:4-5.3(a) and (b) regarding affiliate preferences 
and communications with customers apply here. The Plan’s heading for its joint treatment of 
Section 14:4-3.5(k) through (o) of the Standards references Section (m), but its support text 
includes no reference or guidance to this particular portion of the Standards.  

d. Conclusions 

72. The Compliance Plan does not address directly Section 14:4-3.5(m) of the Standards or 
provide direct guidance regarding its provisions. (See Recommendation #12) 

The Plan’s joint treatment of this Section of the Standards does not in and of itself present an issue. 
The other, related portions of the Standards indirectly inform Section 14:4-3.5(m); however, direct 
treatment of it would improve the Plan and its communications and guidance to employees 
regarding this provision. 

e. Recommendations 

12. Update the next version of the Compliance Plan to include direct discussion of the Section 
14:4-3.5(m) of the Standards. (See Conclusion #72) 
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This minor revision to the next version of the Plan would ensure distinct and direct 
acknowledgement of this portion of the Standards and provide instruction to employees regarding 
compliance.  

14. Use of Utility Advertising Space  

a. Statement of Applicable Requirements 
Section 14:4-3.5(n) of the Standards provides that: 

An electric and/or gas public utility shall not offer or provide to its PUHC or a related 
competitive business segment of its public utility holding company advertising space in the 
electric and/or gas public utility’s billing envelope(s) or any other form of electric and/or 
gas public utility’s written communication to its customers unless it provides access to all 
other unaffiliated services providers on the same terms and conditions.  

b. Summary of Audit Activities 
These provisions prohibit joint marketing activities between the utility and an RCBS of its holding 
company. The utility may not promote the holding company RCBS in its billing envelope or in 
other written communication without offering competitors the same opportunity. We examined 
whether, in any case of providing space to an RCBS in any written communications to utility 
customers, JCP&L similarly provided it to others. We requested information about all joint 
marketing activities pertaining to compliance with these provisions of the Standards. We also 
requested a copy of all utility bill inserts. We also reviewed the JCP&L Plan with regard to this 
section of the Standards. 

c. Findings 
We reviewed copies of JCP&L customer bill insert materials provided by management from 2010 
through 2020. These comprised the types of materials we have typically seen in our review of other 
New Jersey EDCs and LDCs. We observed no references to services offered by FirstEnergy or 
non-utility affiliates. The materials covered items such as: 

• Communications Paths (phone information, website links, and for later periods social 
media contacts) 

• Safety Issues, Tips, and Warnings (dig safe, downed power lines, storm and cold weather) 
• Bill Payment Options and Payment Assistance Programs 
• Life-Sustaining Equipment Registration and Information 
• Notifications of Future Field Work (e.g., vegetation management) 
• Guidance to Customers on Understanding their Bill (meter reading, sample bills with 

explanations) 
• Information Summarizing the BPU’s “Bill of Rights.” 

 
Management reported that it offered no space in its billing envelope or in other written 
communications to FirstEnergy or an FirstEnergy RCBS, with one exception. A BPU-approved 
Electronic Document Interchange (EDI) protocol allows TPSs to enroll new customers and share 
usage and billing determinants between them and the EDCs. A working group of representatives 
from the BPU, New Jersey EDCs and LDCs, active New Jersey TPSs, and consumer groups meets 
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to create communications standards and protocols. Management reported that the working group 
agreed upon a process that permitted TPS space on customer bills to communicate their own 
message to customers, typically pricing and billing related messages with customers already 
enrolled with that provider. As a result, JCP&L has permitted since late 2012 any TPS, whether 
affiliated or not, to communicate with its enrolled customers in this manner, where they have 
registered to do so and have completed necessary testing on the EDI communication tool. 
Management reported that they neither review nor alter these messages. Management reported that 
it offered no other space in its billing envelope to its holding company or any RCBS of its holding 
company during the EDECA audit period. As described previously our review of utility bill inserts 
management provided for the period from January 1, 2010 through December 31, 2020, disclosed 
no references to or mention of any affiliated entities offering competitive services - - including the 
period when FES was active and when Suvon was active. 

 
The Plan addresses this portion of the Standards and notes the provisions of the Standards that 
forbid the inclusion of RCBS promotional material in the JCP&L billing envelope and in any 
written communications with customers, absent offering the same access to non-affiliated entities 
pursuant to the same terms and conditions as those offered to the RCBS.  

d. Conclusions 

73. JCP&L did not provide advertising space for its Holding Company or any RCBSs in its 
billing envelope or in other customer communications during the audit period.  

Our review of billing inserts and sample customer bills disclosed no advertising or other 
promotions related to an RCBS. Bills for JCP&L customers that chose FES as its TPS necessitated 
identification of them as the supplier, and did so in a manner consistent with non-affiliated TPSs. 

74. The Compliance Plan adequately addresses the requirements of Section 14:4-3.5(n) of the 
Standards.  

The Plan observes that this section of the Standards includes provisions regarding the inclusion of 
RBCS promotional materials to JCP&L customers through written communications and the 
JCP&L billing envelope and includes a statement that JCP&L will not do so in a manner not 
permitted by the Standards.  

e. Recommendations 
We have no recommendations with respect to this provision of the standards. 

15. Joint Advertising or Marketing  

a. Statement of Applicable Requirements 
Section 14:4-3.5(o) of the Standards provides that: 

An electric and/or gas public utility shall not participate in joint advertising or joint 
marketing activities with its PUHC or related competitive business segment of its public 
utility holding company which activities include, but are not limited to, joint sales calls, 
through joint call centers or otherwise, or joint proposals (including responses to requests 
for proposals) to existing or potential customers. 
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1.  The prohibition in (o) above notwithstanding, at a customer’s unsolicited 
request, an electric and/or gas public utility may participate, on a 
nondiscriminatory basis, in non-sales meetings with its PUHC or a related 
competitive business segment of its public utility holding company or any other 
market participant to discuss technical or operational subjects regarding the 
electric and/or gas public utility’s provision of distribution service to the 
customer; 

2.  Except as otherwise provided for by these standards, an electric and/or gas 
public utility shall not participate in any joint business activity(ies) with its 
PUHC or a related competitive business segment of its public utility holding 
company which includes, but is not limited to, advertising, sales, marketing, 
communications and correspondence with any existing or potential customer; 

3.  An electric and/or gas public utility shall not participate jointly with its PUHC 
or a related competitive business segment of the PUHC in trade shows, 
conferences, or other information or marketing events held in New Jersey; and 

4.  An electric and/or gas public utility shall not subsidize costs, fees, or payments 
with its PUHC or related competitive business segments of its public utility 
holding company associated with research and development activities or 
investment in advanced technology research.  

b. Summary of Audit Activities 
These provisions prohibit joint marketing activities or the joint funding or support of research and 
development activities between the utility and an RCBS of its PUHC. Joint advertising or 
marketing activities between the utility and the PUHC RCBS, may include (but are not limited to): 

• Joint sales calls 
• Joint call centers  
• Joint proposals or responses to RFPs 
• Joint advertising, marketing, communications, or correspondence 
• Joint participation in trade shows, conferences, or other information or marketing events 

held in New Jersey 
• Joint business activities. 

 
JCP&L may at the customer’s unsolicited request participate in non-sales meetings with its holding 
company RCBS in order to discuss technical or operational subjects regarding the provision of 
distribution services, provided it offers the same participation on a nondiscriminatory basis to 
competitors. The provision also prohibits JCP&L subsidization of PUHC RCBS R&D costs, fees, 
or payments. 
 
We applied the following review standards in examining performance under this provision: 

• Except in the case of unsolicited customer requests, JCP&L should not engage in any of 
the proscribed joint marketing and sales activities 

• JCP&L should not participate with its holding company or a holding company RCBS in 
joint funding of research and development activities in a manner that fails to assign a proper 
share of the costs to the holding company or holding company RCBS. 
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We requested information on all joint marketing, promotional, and advertising programs that 
benefited both regulated and competitive services. We asked about space sharing at trade shows, 
and requested information on practices and policies for utility participation in non-sales meetings 
with affiliates or non-affiliates. We have also reviewed the JCP&L Plan for its procedures 
regarding this provision. 
 
We requested information on the amount of research and development and advanced technology 
expenditures by JCP&L and the PUHC or a PUHC RCBS.  

c. Findings 
The Plan summarizes this portion of the Standards and the four listed sub-parts. JCP&L states that 
it will not engage in the types of join activity excluded by the Standards, and that it does not 
subsidize research and development or advanced technology research costs or fees.  
 
We requested a list of all trade shows, conventions, fairs and similar events, charitable events, 
promotional events, foundation events, sporting or other entertainment events attended commonly 
by JCP&L and any affiliate for the period from January 2010 through December 2020. 
Management’s response provided a list of events, which indicated FirstEnergy External Affairs as 
the organization that most commonly participating with JCP&L in these types of events. External 
Affairs performed functions for all FirstEnergy operating companies (not just JCP&L), but none 
for RCBSs (FTS, FES, Suvon). While unable to answer with certainty, management replied to our 
request for a description of the efforts made to separate the location and participation of employees 
(per the Standards) that “to the best of their knowledge, any attendance or participation by 
employees was in compliance” with the restrictions. 
 
Management also provided a separate list of 2013 through 2020 events funded by the JCP&L 
Corporate Affairs & Community Involvement budget. It explained the lack of pre-2013 data by 
noting a lack electronic data from that time. Regarding separations, the response indicated that 
JCP&L employees may have attended these events, but no documentation of attendance occurred 
nor did any logging of other attendees occur. 
 
As we reported in Chapter Nine of our Phase One Report, Customer Service, FirstEnergy makes 
use of joint call centers for its utility operating companies. No common call center use occurred 
for JCP&L and Suvon, nor did any other joint use of call center employees or contractors occur 
for calls regarding JCP&L customers and those of FirstEnergy RCBSs. 
 
In addition its statement in the Compliance Plan, JCP&L indicated no instances of subsidization 
of research and development costs or advanced technology research. 

d. Conclusions 

75. We observed no JCP&L and PUHC and RCBS engagement in any joint marketing or 
joint advertising activities prohibited by 14:4-3.5(o) of the Standards, but some data 
limitations preclude a full conclusion on this matter. (See Recommendation #13) 
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Management indicated that it did not fully track and log join JCP&L and other party attendance 
during the types of events identified by this portion of the Standards. FirstEnergy did not utilize 
joint call centers between JCP&L and a FirstEnergy RCBS during the EDECA audit period. 

76. JCP&L did not fund or support any R&D or advanced technology efforts that benefited 
an RCBS.  

Management reported that it maintains separate accounting records for each of its entities, 
including the regulated utilities and each affiliate. 

77. The Compliance Plan adequately addresses this provision of the Standards. 
We found the Plan’s discussion of this provision sufficient.  

e. Recommendations 

13. Create a plan to log and track joint JCP&L and RCBS attendance at the types of events 
described in Section 14:4-3.5(o) of the Standards. (See Conclusion #75) 

JCP&L should institute a process to ensure the any attendance or participation by any FirstEnergy 
RCBS personnel at a JCP&L event occurs pursuant to the separation requirements of this portion 
of the Standards. This change will improve management’s ability to track compliance.  

16. Joint Employees 

a. Statement of Applicable Requirements 
Section 14:4-3.5(p) of the Standards provides that: 

Except as permitted in (i) and (j) above, an electric and/or gas public utility and its PUHC 
or related competitive business segments of its public utility holding company which are 
engaged in offering merchant functions and/or electric related services or gas related 
services shall not employ the same employees or otherwise retain, with or without 
compensation, as employees, independent contractors, consultants, or otherwise. 

1. Other than shared administration and overheads, employees of the competitive 
services business unit of the public utility holding company shall not also be 
involved in the provision of non-competitive utility and safety services, and the 
competitive services are provided utilizing separate assets than those utilized 
to provide non-competitive utility and safety services. 

b. Summary of Audit Activities 
We sought to determine whether: 

• Any holding company RCBS employee was provided to the utility as an employee, 
consultant, or independent contractor for the performance of non-competitive utility or 
safety services 

• Any sharing of employees or assets between the utility and a holding company RCBS 
engaged in the merchant function occurred during the EDECA audit period. 
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We requested and analyzed information from management identifying which, if any, employees 
of affiliates (other than a service company and the holding company) provide non-competitive 
utility or safety services. 

c. Findings 
The Plan notes the employee-sharing restrictions of this provision and that no RCBS may use 
JCP&L assets or assets common to JCP&L in the provision of non-competitive utility and safety 
service.  
 
Management reported that no use of joint employees occurred outside of permitted use to provide 
services whose costs get billed or allocated to the entities which receive their services.  
 
The only joint use assets management identified for were various office buildings and call centers 
owned by an affiliate and at which JCP&L paid rent or at JCP&L’s Morristown General office, 
where affiliates paid rent for the portion of the space they utilized.  

d. Conclusions 

78. We found no instances or sharing of employees or assets covered by Section 14:4-3.5(p) 
of the Standards. 

We found no instances of the types of employee and asset sharing governed by this provision. 

79. The Compliance Plan adequately addresses Section 14:4-3.5(p) of the Standards. 
The plan indicates that no sharing of personnel between JCP&L and its RCBS may occur except 
as allowed per the Standards 

e. Recommendations 
We have no recommendations regarding this provision. 

17. Common Directors and Officers  

a. Statement of Applicable Requirements 
Section 14:4-3.5(q) of the Standards provides that: 

An electric and/or gas public utility and the PUHC or related competitive business 
segments of its public utility holding company shall not have the same persons serving on 
the Board of Directors as corporate officers, except for the following circumstances: 

1.  In instances when these standards are applicable to public utility holding 
companies, any board member or corporate officer may serve on the holding 
company and with either the electric and/or gas public utility or a related 
competitive business segment of the public utility holding company, but not both 
the electric and/or gas public utility holding company and a related competitive 
business segment of the public utility holding company. 

2.  Where the electric and/or gas public utility is a multi-state utility, is not a 
member of a holding company structure, and assumes the corporate 
governance functions for the related competitive business segments, the 
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prohibition against any board member or corporate officer of the electric 
and/or gas public utility also serving as a board member or corporate officer 
of a related competitive business segment shall only apply to related 
competitive business segments operating within New Jersey. 
i.  In the case of shared directors and officers, a corporate officer from the 

electric and/or gas public utility and holding company shall verify, subject 
to Board approval, in the electric and/or gas public utility’s compliance 
plan required pursuant to N.J.A.C. 14:4-3.7(a) through (d), the adequacy 
of the specific mechanisms and procedures in place to ensure that the 
electric and/or gas public utility is not utilizing shared officers and 
directors in violation of the Act or this subchapter. 

b. Summary of Audit Activities 
We requested a list of Directors and Officers for each FirstEnergy entity and an identification of 
each position changes made during the EDECA audit period. We also reviewed the Compliance 
Plan. 

c. Findings 
The Plan addresses this portion of the Standards and acknowledges the restrictions it imposes on 
the sharing of officers and directions between JCP&L and a holding company RCBS. The Plan 
states that JCP&L will not share officers or directors in a manner that violates this portion of the 
Standards.  
 
We requested a list that identified for the EDECA audit period each FirstEnergy entity’s directors 
and officers, including their name, title, and the date and nature of each change. After receipt of 
the requested information, we screened that data and identified eight individuals who, at any point 
during the EDECA audit period served as an officer or director of JCP&L and of a FirstEnergy 
RCBS. Our review indicated that only one of those individuals served in an officer/director role 
simultaneously with JCP&L and a FirstEnergy RBCS. This person served as JCP&L’s Controller 
from August 4, 2009, through October 13, 2010. During that period, the individual also served as 
the FES Assistant Controller from September 26, 2010, through November 25, 2012. The 
information supplied by management indicated each of these roles as an Officer, producing a 
period of 17 days where simultaneous service of the type forbidden by the Standards occurred. 

d. Conclusions 

80. An individual served as an Officer of both JCP&L and an RBCS, placing the company 
out of compliance with Section 14:4-3.5(q) of the Standards for a minimal time during of 
the audit period. (See Recommendation #14) 

In 2012 one individual served simultaneously as an officer of both JCP&L and an RCBS (FES). 
Management’s Plan in effect at the time and the most recent version correctly interpret the 
Standards to forbid such occurrences of shared Officers. The period of shared service occurred for 
a very limited duration and occurred some time ago. We observed no subsequent re-occurrence. 
FES is no longer a FirstEnergy affiliate. 

81. The Compliance Plan adequately addresses Section 14:4-3.5(q) of the Standards.  
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Both the most recent version of the Compliance Plan and the version in effect for the period of the 
shared officer we observed correctly interpret this provision of the Standards and state that no such 
sharing will occur. 

e. Recommendations 

14. Increase diligence in ensuring full conformity with Section 14:4-3.5(q) of the Standards. 
(See Conclusion #80) 

Outside of one instance of brief non-compliance, we observed no others. Management should 
exercise diligence when positions change to ensure no overlap prohibited by this provision. 

18. Employee Transfers 

a. Statement of Applicable Requirements 
Section 14:4-3.5(r) of the Standards provides that: 

All employee transfers between an electric and/or gas public utility and its PUHC or 
related competitive business segments of its public utility holding company providing or 
offering competitive services to retail customers in New Jersey which are engaged in 
offering merchant functions and/or electric related services or gas related services shall 
be consistent with following provisions:  

1. The electric and/or gas public utility shall make a public posting of all 
employee transfers within three working days. 

2. An electric and/or gas public utility shall track and report annually to the 
Board all employee transfers between the electric and/or gas public utility and 
such related competitive business segments of its public utility holding 
company. 

3. Once an employee of an electric and/or gas public utility is transferred to such 
related competitive business segment of its public utility holding company, said 
employee may not return to the electric and/or gas public utility for a period 
of one year, unless the related competitive business segment of the public 
utility holding company to which the employee is transferred goes out of 
business or is acquired by a non-affiliated company during the one-year 
period. 

4. In the event that an employee is returned to the electric and/or gas public 
utility, such employee cannot be transferred for employment by a related 
competitive business segment of the public utility holding company which is 
engaged in offering merchant functions and/or electric-related services or 
gas-related services for a period of one year. 

b. Summary of Audit Activities 
This provision limits the competitive impact on unaffiliated suppliers of utility employee 
movement from or to the PUHC or an RCBS. Should transfers occur, the provision makes such 
transfers visible. These limitations prevent a PUHC or RCBS from gaining competitive advantage 
through inappropriate transferring of employees to or from the public utility. Advantages could be 
gained in the following manners: 

• Frequent transfer of employees with special expertise or knowledge  
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• Joint use of employees with special expertise or knowledge  
• Transferring employees utilizing knowledge or transporting information gained at the 

utility for the benefit of the PUHC or related competitive business sector or vice versa.  
 
We sought to determine if employee transfers from JCP&L to a holding company or holding 
company RCBS occurred during the EDECA audit period. Such transfers require JCP&L to 
publicly post these within three working days. Had such transfers occurred, we would then seek to 
determine if any transferring employee was provided proper instructions on the employee’s use of 
retained information. We also determined if JCP&L made any required annual filing of employee 
transfer information with the BPU. 
 
In addition, we sought to verify whether any employee that did transfer from JCP&L to the holding 
company or holding company RCBS and vice-versa met the one-year requirement on transferring 
back to the previously held job at the affected entity. As a part of this evaluation we would confirm 
whether any such employees were properly instructed on confidential, competitively-restricted 
information prior to and after the transfer.  

c. Findings 
The following employee transfers to and from JCP&L occurred during the EDECA audit period.  
 

Employee Transfer Summary 

 
 
Transfers from JCP&L to an RCBS and vice versa activate additional provisions of the Standards. 
Eight such transfers occurred during the EDECA audit period, as the previous table shows. The 
first requires management to make a public posting and do so withing three business days. 
Management has no records indicating it made the required public postings at all, let alone within 
the required time period. The second requires that JCP&L make annual reports to the BPU 
addressing all such transfers. JCP&L complied with this requirement, through its annual 
Compliance Plan filing. Management reported three of the eight transfers in the plan filed 
subsequent to each transfer. For the other five, management did not believe the type of transfer 
warranted reporting. The last two concern prohibitions against making additional, subsequent 
transfers of a previously-transferred employee, barring subsequent transfer back to JCP&L for at 
least one year.  
 
These transfers also make applicable Sections (r)(3) and (4) of the Standards, which prohibit the 
transfer back, within one year, of any employee transferred to or from JCP&L to an RCBS. No 

Transfer Path 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 AP Total

FE Solutions 1 1 2
FE Generation, LLC 2 2 4
FESC 7 10 18 13 4 4 14 12 11 16 12 121

Sub Total 9 10 19 14 4 4 14 14 11 16 12 127

FE Solutions 1 1
FE Generation, LLC 1 1
FESC 8 5 14 5 6 11 12 13 9 14 15 112

Sub Total 8 5 15 5 6 12 12 13 9 14 15 114
Total 17 15 34 19 10 16 26 27 20 30 27 241

To JCP&L

From JCP&L
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employees transferred from JCP&L to a FirstEnergy RCBS transferred back to the JCP&L within 
one year. 
 
During the EDECA audit period management reported that Suvon had no employees. FirstEnergy 
considered all those working for Suvon as FESC employees. It charged costs for these employees 
to Suvon cost centers. FirstEnergy only recently (December of 2021) changed these employees to 
a status under which they dedicated all their work to Suvon.  
 
The Compliance Plan acknowledges the restrictions that govern the types of employee transfers 
addressed by Section 14:4-3.5(r) of the Standards. The Plan notes JCP&L’s willingness to act in 
compliance with them, make the required postings within three business days for each applicable 
transfer, make the required reporting of them to the BPU, and refrain from transferring employees 
back to JCP&L for a least one year. 

d. Conclusions 

82. JCP&L and its RCBSs had audit period transfers of employees of the type covered by 
Section 14:4-3.5(r) of the Standards; management did not in all instances make the 
required annual reporting of them to the BPU and cannot for any transfer demonstrate 
that it made the required public posting or did so within the three-day requirement. (See 
Recommendation #15) 

Audit period transfers that occurred between JCP&L and its RBCSs activated provisions of the 
Standards. Management cannot demonstrate that it made the required public postings pursuant 
Section 14:4-3.5(r)(1) either in accord with the three-day period required or later. 
 
Annual compliance plans included notifications pursuant Section 14:4-3.5(r)(2) for only three of 
the eight transfers. Management stated that, while not believing that all eight transfers required 
posting and reporting, it did acknowledge that it failed to make required postings in at least one 
instance. It has stated that the new FESC executive responsible for such matters will review them 
matters to ensure “timely tracking, posting, and reporting of” employee transfers. 

83. FirstEnergy’s treatment of Suvon employees as FESC employees creates an opportunity 
for transfers of the type subject to Section 14:4-3.5(r) of the Standards to occur without 
required reporting. (See Recommendation #16) 

Suvon exists as a FirstEnergy RCBS. Treating Suvon employees as FESC employees therefore 
permits transfers between JCP&L and it to occur without public posting, annual reporting to the 
BPU, and further limitations on transferring employees back to JCP&L within one year. 
Management reported post-audit period changes which dedication of all those who work on 
“Suvon matters” to Suvon only, with no work performed on regulated utility matters.  

84. The Compliance Plan adequately addresses Section 14:4-3.5(r) of the Standards. 
The Plan includes discussion of this portion of the Standards, accurately interprets the restrictions 
imposed by them on transfers of employees to and from JCP&L and an RCBS, and states that 
management will act in compliance.  
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e. Recommendations 

15. Institute measures for ensuring the timely public posting of employee transfers covered 
by Section 14:4-3.5(r) of the Standards. (See Conclusion #82) 

There has been a failure to make required postings in the past. The commitment to address this 
gap is encouraging; management should correct the situation with dispatch. 

16. Treat all employees working on or for Suvon, except those providing Standards-
permitted shared services functions, as Suvon employees - - either organizationally or for 
Standards tracking and compliance purposes; apply similar treatment to any future 
RBCS which FirstEnergy may have. (See Conclusion #83) 

Management acknowledges post-audit period efforts to enhance compliance in this area, but these 
efforts do not fully address transfers of personnel between JCP&L and a FirstEnergy RCBS (for 
now Suvon, but potentially for other RCBSs in the future). Application of reporting requirements 
and other provisions of the Standards surrounding employee transfers and other employee-related 
requirements (e.g., employee separation rules) should not be avoidable by treating personnel 
largely dedicated to utility or RCBS work as FESC employees. For example, if every employee of 
FirstEnergy were considered a service company employee, then there would be no employee 
transfers when switching responsibilities. Moreover, there would be no RCBS employees to whom 
information restrictions apply.  
 
Functional responsibilities, not nominal designation of which affiliate technically serves as 
employer, should apply in interpreting provisions whose application depends on employer. 

19. Use of Utility Information after Employment Transfers 

a. Statement of Applicable Requirements 
Section 14:4-3.5(s) of the Standards provides that: 

Employees transferring from an electric and/or gas public utility to a related competitive 
business segment of the public utility holding company are expressly prohibited from using 
any information gained from the electric and/or gas public utility to the benefit of the 
related competitive business segment of the public utility holding company or to the 
detriment of other unaffiliated product and/or service providers. 

1. Any electric and/or gas public utility employee hired by a related competitive 
business segment of the public utility holding company shall not remove or 
otherwise provide information to said affiliate which said related competitive 
business segment of the public utility holding company would otherwise be 
precluded from having pursuant to these standards. 

2. An electric and/or gas public utility shall not make temporary or intermittent 
assignments, or rotations to related competitive business segments of its public 
utility holding company. 

b. Summary of Audit Activities 
The first provision prohibits inappropriate use of utility information by transferred employees. The 
second prohibits rotations that would have the effect of making such information available without 
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permanent transfer. As a threshold matter, we first sought to determine if employee transfers from 
the utility occurred during the EDECA audit period. We reviewed utility employment practices, 
and analyzed severance or exit procedures used when an employee transfers to an affiliate. We 
also inquired whether any public utility employees held temporary or intermittent jobs with the 
holding company or holding company RCBS. We reviewed the utility compliance plan and 
examined information concerning temporary assignments, transfers, and rotations. 

c. Findings 
Management reports no occasions during the EDECA audit period where it made temporary 
assignment of a JCP&L employee to an affiliate or when it gave a JCP&L employee temporary 
employment by an affiliate. Management employs procedures and controls to prevent the 
unauthorized use of utility information by employees who move from employment with JCP&L 
to an affiliate. The Monitoring of Employee and Contractor Transfers with FERC Indicator 
Changes policy, applied. This “Monitoring…” policy incorporates another, Corporate Policy 302, 
FirstEnergy Regulatory Compliance Access Policy Addressing Employee and Contractor 
Transfers & Separations, which assigns responsibility to the Manager of FirstEnergy’s FERC 
Compliance Unit (FCU) to ensure adherence to the rules and regulations the policy stipulates in 
the event of employee transfers.  
 
FirstEnergy implemented the “Regulatory Compliance Access Policy…” to address regulatory 
access requirements and to ensure controls over protected information (i.e., sensitive customer 
information, transmission information, market information, and others) and critical assets. The 
policy covers all individuals working at FirstEnergy, both employees and contractors. FirstEnergy 
designed the policy to respond to multiple sets of regulatory requirements, including the FERC 
Standards of Conduct and Affiliate Restrictions, NERC Critical Infrastructure Protection 
standards, Sarbanes-Oxley, Sensitive Customer Information, and state regulatory requirements. 
 
The FCU maintains overall responsibility for adherence, but the policy assigns additional 
responsibilities to individuals more directly involved in the transfer. Each individual subject to 
transfer and that individual’s existing and potential future direct supervisor must complete a 
Regulatory Compliance Access Checklist (if a FirstEnergy entity employee) or a “ToDo List” (if 
a contractor). The policy requires the completion of some elements of these checklists and 
contractor lists at least five business days before the effective date of the transfer. The following 
graphic depicts this process. 
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FirstEnergy’s FERC Critical Transfer Monitoring Process 

 

 
 
Policy 302 also prescribes a six step process that the FCU utilizes to monitor for any potential 
“cycling” of employees - - the transfer of employees from one entity to another, and then back 
again. The process includes the maintenance of a master listing of all transfers of individuals 
between transmission and marketing function roles, and between regulated and competitive 
marketing functions. The policy assigns responsibility to the FCU to identify any employees or 
contractors transferred within the previous 12 months and report any subsequent pending transfer 
of that individual. Any proposed transfer of this type requires review by the Chief Compliance 
Officer or Director, FERC & State Regulatory Compliance, who will discuss the expressed 
business need for the transfer and any compliance risks the transfer would introduce, before 
making an approval of the transfer. The FCU records the results of all such pending transfers and 
the approval/denial decision the Chief Compliance Officer or Director, FERC & State Regulatory 
Compliance made regarding the transfer. 
 
The document contained a sample “Regulatory Compliance Access Checklist for Employee 
Transfers” which identifies both the required actions and the department process owner for each 
action. The following extract from the document notes example of database access activities 
required per the checklist.  
 

1. The FCU receives emails from the Regulatory Access Authorization Database ("RAAD") for 
pending FERC Critical Transfers (also referred to as Critical FERC Transfers) that permit less 
access to FERC sensitive information than they had in their former position. Note that 
contractors are not permitted to transfer in CIMS if the new position has a different FERC 
Classification or if the incoming and outgoing Engagement Owners report to a different manager. 
In such cases, the contractor must be separated and re-engaged to ensure the removal of any 
restricted information and keep contractor information up to date. 

2. The FCU will email the Regulatory Compliance Access Checklist for Employee Transfers to the 
transferring employee and their outgoing supervisor with instructions to complete and return it to 
the FCU prior to the effective date. 

3. FERC Critical Transfers are monitored by the FCU to verify completion of a Regulatory 
Compliance Access Checklist for Employee Transfers by the transferring individual and their 
outgoing supervisor on a t imely basis. 

4. The FCU will enter the transfer details and effective date in its FERC Compliance Log. 

5. The FCU will work with the business units, as necessary, to assist the transferring individual and 
outgoing supervisor with completion of the transfer checklist as required . 

6. The FCU will retain a copy of completed checklists for employee FERC Critical Transfers in FCD 
files and record the completion in the FERC Compliance Log accordingly. Similarly, CIMS retains 
copies of completed Separation ToDo Lists for all contractor transfe rs. 

a. The FCU will identify any occurrence of non-compliance with the Regulatory 
Compliance Access Policy Addressing Employee and Contractor Transfers & 
Separations and make a record. Any issues of non-compliance may be escalated to 
the Director and/or CCO for resolution, as necessary. 
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Regulatory Compliance Access Checklist for Employee Transfers 

 
 

 
As we reported in Section G.18 Employee Transfers, we reviewed sample copies of completed 
checklists for employees transferred between JCP&L and FES during the EDECA audit period 
and found them consistent with the requirements of the policy and completed per requirements. 
Additional materials provided for additional transfers involving FESC employees (those we 
selected as they represented movement by those whose duties included customer service and New 
Jersey power supply) also proved sufficient. 
 
Management reports weekly to FirstEnergy’s VP, Compliance & Regulated Service (the FESC 
officer with recent overall responsibility for compliance with the Standards on each instance where 
a transfer triggers a change in an employee’s FERC status.  
 
The Plan summarizes this portion of the Standards - - both the restrictions against the sharing of 
information learned from previous employment prior to transfer (and that exit interviews with 
transferred employees will emphasize these matters) and that JCP&L will not make the type of 
temporary assignments that are forbidden.  

d. Conclusions 

85. JCP&L has reasonable procedures and controls in place to prevent prohibited transfers 
of information. 

The application of corporate policies appropriately address the concerns regarding this portion of 
the Standards. Management demonstrated that it subjected transferred employees to the corporate 
policies and procedures in place, including the use of checklists to verify required activities occur 
to help protect the integrity of sensitive data. 

86. The Compliance Plan adequately addresses Section 14:4-3.5(s) of the Standards. 
The Plan includes discussion of this provision of the Standards and interprets it correctly. It 
includes additional discussion of emphasis given during employee exit interviews upon transfer 
from JCP&L. 

e. Recommendations 
We have no recommendations regarding the requirements of this provision of the Standards. 
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20. Service Transfers  

a. Statement of Applicable Requirements 
Section 14:4-3.5(t) of the Standards provides that: 

All transfers of services not prohibited by these standards shall be subject to the following 
provisions:  

1. Transfers from the electric and/or gas public utility to a related competitive 
business segment of its public utility holding company of services produced, 
purchased or developed for sale on the open market by the electric and/or gas 
public utility will be priced at no less than the fair market value.  

2. Transfers from a related competitive business segment of the public utility 
holding company to the electric and/or gas public utility of services produced, 
purchased or developed for sale on the open market by the related competitive 
business segment of the public utility holding company shall be priced at no 
more than fair market value. 

3. Prices for services regulated by a state or Federal agency shall be deemed to 
be the fair market value. 

4. Services produced, purchased or developed for sale on the open market by the 
electric and/or gas public utility shall be provided to related competitive 
business segments of its public utility holding company and unaffiliated 
company(ies) on a nondiscriminatory basis, except as otherwise required or 
permitted by these standards or applicable law. 

5. Transfers of services not produced, purchased or developed for sale on the open 
market by the electric and/or gas public utility from the electric and/or gas 
public utility to related competitive business segments of its public utility 
holding company shall be priced at fully allocated cost. 

6. Transfers of services not produced, purchased or developed for sale on the open 
market by a regulated competitive business segment of the public utility holding 
company from that related competitive business segment of the public utility 
holding company to the electric and/or gas public utility shall be priced at the 
lower of fully allocated cost or fair market value. 

 
This provision sets the following pricing rules: 

• For “open market” services the utility provides to an RCBS of the PUHC - - no less than 
fair market value and their provision on a nondiscriminatory basis (note that regulated 
services price at fair market value) 

• For “open market” services an RCBS of the PUHC provides to the utility - - no more than 
fair market value (note that regulated services price at fair market value) 

• For “Non-open” market services the utility provides to an RCBS of the PUHC - - fully 
allocated cost 

• For “Non-open” market services an RCBS of the PUHC provides to the utility - - the lower 
of fully allocated cost or fair market value. 
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b. Summary of Audit Activities 
The provision of and charging for common services falls among the topics addressed in the 
Affiliate Relationships and Cost Allocation Chapter of this Phase Two report. 

21. Utility Asset Transfers 

a. Statement of Applicable Requirements 
Section 14:4-3.5(u) of the Standards provide that: 

All transfers, leases, rentals, licenses, easements or other encumbrances of utility assets to 
a PUHC or related competitive business segments of a PUHC not prohibited by these 
standards shall be subject to the following pricing provisions, consistent with all other 
applicable Board rules: 

1. Transfers, leases, rentals, licenses, easements or other encumbrances of utility 
assets from the electric and/or gas public utility to a related competitive 
business segment of its public utility holding company shall be recorded at fair 
market value or book value as determined by the Board. 

2. Transfers, leases, rentals, licenses, easements or other encumbrances of assets 
from a related competitive business segment of the public utility holding 
company to the electric and/or gas public utility shall be recorded at the lesser 
of book value or fair market value. 

 
This provision addresses the pricing of assets transferred between affiliates, and generally require 
asymmetric pricing: 

• Transfers from the utility to a PUHC RCBS are to be priced and recorded at fair market 
value or book value as determined by the BPU. 

• Transfers from a PUHC RCBS to the utility are to be priced at the lesser of book or fair 
market value. 

b. Summary of Audit Activities 
The provision of and charging for common services is addressed in the Affiliate Relationships and 
Cost Allocation Chapter of this Phase Two report. Management identified agreements in place 
with FTS from 2010 through 2012 that qualified as licenses or easements under this Section of the 
Standards. JCP&L granted these to FTS pursuant to a 1998 BPU Order in Docket No. EE9705035 
and they included a Capacity Use and Service Agreement, a Facilities Lease and indefeasible 
Right-of-Use Agreement, and an Agency Agreement. No other licenses, easements, or other 
encumbrances of utility assets between JCP&L and FirstEnergy RCBSs occurred during the 
EDECA audit period.  
 
The Plan addresses this provision of the Standards and acknowledges the requirements it imposes 
on transfers, leases, rentals, licenses, easements, and other encumbrances of assets. The Plan states 
that JCP&L will comply with the book and fair market value provisions in the event that any 
relevant activity occurs.  

c. Conclusions 

87. The Compliance Plan adequately addresses Section 14:4-3.5(u) of the Standards. 
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The Plan includes discussion of this provision of the Standards and interprets it correctly. It 
includes a statement by management’s confirming its intent to comply. 

88. The only relevant activities associated with this portion of the Standards occurred early 
in the EDECA audit period and were subject to a BPU Order. 

Management sought and received BPU approval for agreements which occurred in 2010 through 
2012 with a now defunct RCBS. No subsequent types of activity involving any other RCBS 
occurred since. 

d. Recommendations 
We have no recommendations regarding the requirements of this provision of the Standards. 

G. Utility RCBS Standards (Section 14:4-3.6) 
Section 14:4-3.6 of the Standards applies to any competitive services offered by the utility or a 
related competitive business segment of the utility.  

1. Statement of Applicable Requirements  
Section 14:4-3.6 of the Standards provides that: 

Competitive products and/or services offered by a utility or related competitive business 
segments of a utility… [several pages of associated requirements and prohibitions follow] 

2. Findings 
About 5,000 JCP&L customers continued to take service under the Conditioned Power Services 
program, which closed to new customers on March 3, 1999. See Conclusion #6 and 
Recommendation #3 in Section D above. 

H. Regulatory Oversight (Section 14:4-3.7) 
Section 14:4-3.7 of the Standards applies to the annual filing requirements for the Compliance 
Plan, its contents, and audits of compliance with the Plan.  

1. Statement of Applicable Requirements 
Section 14:4-3.7 of the Standards provides that: 

(a) Each electric and/or gas public utility shall file its compliance plan with the Board and 
provide a copy of said plan to the Rate Counsel at least once in every 12-month period or 
upon changes to the plan, and thereafter, within 12 months of the revised plan. 
(b) Said compliance plan shall demonstrate that there are adequate procedures in place to 
ensure compliance with this subchapter and shall include the electric and/or gas public 
utility's dispute resolution procedure pursuant to N.J.A.C. 

14:4-3.8(a). 
1. Said compliance plan shall contain an accurate list of all affiliates of an electric 

and/or gas public utility, including the business name and address, name and 
business telephone number of at least one officer of each affiliate and a brief 
description of the business of each affiliate. 
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i. The information required by (b)l above shall be updated within five 
business days of any change(s) thereto, and a public posting of the 
information shall also be made within that time period. 

(c) Absent Board action to the contrary, the electric and/or gas public utility's compliance 
plan shall be in effect between its filing and the Board's decision. 
(d) Upon the creation of a new affiliate that is covered by this subchapter, the electric 
and/or gas public utility shall immediately notify the Board, as well as make a public 
posting thereof. 
(e) Every two years, or more often at the discretion of the Board, the electric and/or gas 
public utility shall have an audit prepared by an independent auditor, to be selected by the 
Board, which verifies that the electric and/or gas public utility is in compliance with this 
subchapter. 

1. The scope of the audit shall be established by the Board and shall take into 
consideration the electric and/or gas public utility's level of activity with its 
affiliates. 

(f) An audit performed by an independent auditor shall be at the electric and/or gas public 
utility's expense. 

2. Findings 
JCP&L made the required annual Compliance Plan filings. Our review of the Plans in effect during 
the EDECA audit period found them to be reasonably complete and consistent with the intent of 
the Standards, but we did, as explained earlier in this chapter, recommend some changes or 
additions in subsequent versions. The Plan summarizes this portion of the Standards. 

3. Conclusions 

89. The Compliance Plan adequately addresses this Section 14:4-3.7 of the Standards.  
The Plan discusses this portion of the Standards and notes the requirements of annual filings and 
the inclusion of a list of affiliates. 

4. Recommendations 
We have no recommendations regarding the requirements of this provision. 

I. Dispute Resolution (Section 14:4-3.8) 

1. Statement of Applicable Requirements 
Section 14:4-3.8 of the Standards provides that: 

(a) An electric and/or gas public utility shall establish and file annually with the Board a 
dispute resolution procedure, including the establishment of a telephone complaint hotline, 
to address complaints alleging violations of this subchapter. 

1. The procedure shall be included in the electric and/or gas public utility's annual 
compliance plan. 

(b) At a minimum, the procedure shall designate a person to conduct an investigation of 
the complaint and communicate the results of the investigation to the complainant in 
writing, within 30 days after the complaint is received, including a description of any 
action taken. 
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(c) An electric and/or gas public utility shall report any violation of this subchapter to the 
Board, with a copy provided to the Rate Council within five business days of becoming 
aware of any such violation(s). 
(d) The electric and/or gas public utility shall maintain a log of all resolved and pending 
complaints. The log shall be subject to review by the Board and Rate Counsel and shall 
contain, at minimum, a summary of the complaint, the manner in which the complaint was 
resolved, or an explanation why the complaint remains pending. 

2. Findings 
The current version of the Plan responds to the four items listed under this provision of the 
Standards. The information is in all cases responsive to what the Standards prescribe with respect 
to this issue. FirstEnergy tracked and logged complaints throughout the EDECA audit period. For 
most of the period FirstEnergy maintained a log of complaints and their status and outcome in an 
Excel spreadsheet. FirstEnergy implemented a new tracking software in April of 2020 to enhance 
and modernize efforts in this area. 

3. Conclusions  

90. The Compliance Plan adequately addresses this Section 14:4-3.8 of the Standards.  
The Plan summarizes this provision of the Standards and includes discussion of the relevant 
provisions. 

91. FirstEnergy tracks and logs complaints received and captures the status and resolution 
of its investigation into each occurrence.  

FirstEnergy performed the required tracking and logging of complaints throughout the EDECA 
audit period, and made enhancements to these efforts starting in April 2020. 

4. Recommendations 
We have no recommendations regarding the requirements of this provision. 

J. Violations and Penalties (Section 14:4-3.9) 

1. Statement of the Applicable Requirements  
Section 14:4-3.9 of the Standards provides that: 

(a) If, as a result of an audit conducted pursuant to N.J.A.C. 14:4-3.7(e) through (g) or by 
any other means, the Board determines that an electric and/or gas public utility has 
committed violations of N.J.A.C. 14:4-3.3, 3.4, 3.5, 3.7 or 3.8, which are not substantial 
violations as described in (b) below, the Board is authorized to impose a penalty of up to 
$ 10,000 for each such violation upon said electric and/or gas public utility. 
(b) If, as a result of an audit conducted pursuant to N.J.A.C. 14:4-3.7(e) through (g) or by 
any other means, the Board determines, after providing the electric and/or gas public 
utility notice of a public hearing and an opportunity to be heard, that an electric and/or 
gas public utility has committed violations of N.J.A.C. 14:4-3.3, 3.4, 3.5, 3.7 or 3.8, which 
are substantial in nature so as to result in unfair competitive advantages for an electric or 
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gas public utility, the Board is authorized to take some or all of the following actions:[a 
list of several follows] 

2. Findings 
The current version of the plan includes a statement acknowledging awareness of the BPU’s ability 
to take action as described in the Standards and that fiscal penalties for violations are a potential 
course of action.  

3. Conclusions  

92. The Compliance Plan adequately addresses this Section 14:4-3.9 of the Standards.  
The Plan acknowledges the BPU’s authority to impose a fine for proven violations of the Standards 
and JCP&L’s requirements to pay any fine levied. 

4. Recommendations 
We have no recommendations regarding the requirements of this provision. 
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Chapter XIII: Human Resources Organization 
A. Background 

The scope for this engagement includes a number of subjects that engage HR functions. We have 
addressed a number of them in other chapters of this Phase Two report: 

• Compensation and Benefits describes the results of our examination of compensation and 
benefits practices and how the HR organization and resources engage in direction, 
execution, support, and oversight of program structure, content, application, and 
competitiveness 

• Staffing does the same for recruitment, training, development, evaluation, and diversity and 
inclusion. 

This chapter addresses overall the structure, resources, and costs of the HR group and how HR 
functions divide between the largely common approach managed by FirstEnergy Service Company 
and JCP&L. It also addresses Human Resources Information System(s) (HRIS) that enterprises 
with large numbers of employees, compounded by an especially large number of individual 
electric utility distribution companies, must operate effectively. Finally, and ultimately most 
significantly, it addresses the state and quality of the relationship between management and the 
bargaining unit that represents a very large portion of employees who work in New Jersey. 

B. Findings 
Human resources responsibilities and functions fell under a FirstEnergy Senior Vice President and 
Chief Human Resources Officer (CHRO), reporting to the FirstEnergy CEO. The direct reports to 
the CHRO include a Vice President, Talent Management, whose 32-person group had 
responsibility for recruiting, learning and development and providing support to the operating 
companies and FirstEnergy Service Company groups on HR-related matters. Recruiting activities 
under Talent Management addressed professional and hourly personnel, however bargaining unit 
field positions continued to be handled by HR “Business Partner” resources embedded at the 
operating companies. Company comments on a draft of this report indicated significant 
movements from the operating companies to the central organization as result of a September 2022 
centralization of HR functions. 
 
The other reports to the CHRO include four directors for:  

• Total Rewards: a 31-person group employing three teams have responsibility executive 
compensation, compensation for remaining employees and payroll, and employee benefits  

• Labor, Employee Relations, & Corporate Safety: a 17-person group divided into two teams 
• HR Technology and Analytics: a 10-person group that has responsibility for the HRIS and 

for reporting and analysis of HR data and information 
• Diversity, Equity & Inclusion: a small group with responsibility for supporting employee 

and community engagement and learning programs. 
The CHRO also had executive responsibility for Corporate Services (addressed in the Corporate 
Services Chapter of this Phase Two report).  
 
Talent Management provides resources to support the operating utilities, in what management 
terms “HR Business Partner” organizations. These resources have a dotted line relationship to the 
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FirstEnergy-level HR organization. Management currently locates them (groups of four to five 
people) within the operating utilities, under the state presidents. However, the FE Forward 
initiative, which began in HR last December, has produced plans to relocate them directly into the 
FE-level HR organization. 
 
The next table shows changes in HR costs in recent years. We made a number of adjustments to 
our more typical approach to presenting the costs of the major groups and functions we address in 
this report. By virtue of its engagement in HR activities, this organization uniquely bears initial 
responsibility for very large and highly variable costs associated with compensation and benefits 
applicable to other functions generally - - not just its own. Annually, those costs have run in 
amounts both greater than $110 million and less than negative $10 million. These costs, which 
FirstEnergy bears for its larger employee population do not bear directly on the focus of our interest 
in this chapter; i.e., what costs HR imposes through performance of the functions for which it is 
responsible. We thus eliminated significant costs that end up being allocated to other cost areas on 
the basis of their employee numbers and compensation. These exclusions strip out HR’s share of 
these costs, but the resulting amounts nevertheless reflect overall cost trends in the performance 
of HR’s activities. The major exclusions arise from the following cost sources: 

• Costs of benefits for FirstEnergy Service Company employees 
• Accruals of payroll taxes associated with the Short-Term Incentive Compensation program 
• Costs, gains, and losses associated with company-owned life insurance 
• Interest costs for the Executive Deferred Compensation plan. 

 
HR Cost Changes 

2017 2018 2019 2020 2021 Q3 2021 Est. $ %
Payroll $13,070,941 $65,161,500 $11,453,470 $11,134,081 $9,094,161 $12,125,548 ($945,394) -7.2%

Charges t/f Others (FESC & non-FESC) $229,809 $12,641 ($13,043) ($389,498) ($508,663) ($678,218) ($908,026) -395.1%
Dues, Fees, Licenses $926,124 ($288,204) $98,994 ($419,254) $25,751 $34,335 ($891,789) -96.3%

General Business and Travel $1,929,370 $1,930,064 $1,832,915 $1,407,693 $1,807,577 $2,410,102 $480,733 24.9%
Materials and Equipment $376,401 $1,116,281 $618,732 $187,244 $116,505 $155,340 ($221,060) -58.7%
Other Other than Labor $2,089,831 $3,588,583 $2,194,160 $2,540,049 $1,515,623 $2,020,831 ($69,000) -3.3%

Professional and Contractor $1,108,430 $3,097,669 $1,645,318 $2,387,453 $1,327,968 $1,770,624 $662,194 59.7%
Total $19,730,905 $74,618,534 $17,830,546 $16,847,769 $13,378,922 $17,838,562 ($1,892,342) -9.6%

$54,887,630 ($56,787,988) ($982,778) $990,794
278.2% -76.1% -5.5% 5.9%

Cost Source
Year 2017-2021 Change

Change from Prior Year  
 
The next table summarizes staffing changes over this period.  
 

HR Staffing Changes 
HR Group 2017 2019 2021 

Total Rewards 53 34 32 
Talent Management 30 29 34 
Labor/Emp Relations & Corp. Safety 29 19 17 
HR Technology 9 9 10 
Diversity, Equity & Inclusion 4 2 2 
HR & Corporate Services 12 3 2 

Total 137 96 97 



Board of Public Utilities Final Report – Public Version Phase Two of an Affiliates and 
State of New Jersey Human Resources Organization Management Audit of JCP&L 

 

 
February 7, 2023  Page 412 
 The Liberty Consulting Group 

1. Locally Assigned HR Resources 
The FE Forward initiative includes and assessment of the effectiveness and efficiency of virtually 
all of FirstEnergy management and operations. Management has engaged in a review of 
centralizing responsibility and increasing self-service options for performing HR transactional and 
duplicative activities performed in the field to produce “efficiencies and economies.” The concept 
under examination included leaving smaller numbers of resources in the field to serve in a more 
consultative and strategic role working with operating company leadership. Benchmarking in the 
first phase of FE Forward identified the opportunity to save about $600,000 per year FirstEnergy-
wide. Management has completed the business case for centralization and the implementation 
schedule calls for the change to occur by the end of 2022. 
 
Management described the roles of these resources as to offer strategic and situational counsel, 
participate in staff meetings, facilitate Talent Talks and performance calibration sessions, and 
serve as primary contacts between personnel in the field and in support organizations and corporate 
HR resources. These HR Business Partners include a JCP&L HR manager on site at JCP&L. HR 
has dedicated a group of more than 35 persons assigned to meeting the HR needs of the operating 
companies and regulated generation operations. Those assigned to each operating company report 
directly to the HR Business Partner for Operations. They ensure that HR-related decisions and 
activities at the operating company conform to corporate policies, procedures, programs, and 
initiatives. They also carry out at their locations routine, repeat administrative and transactional 
activities suitable for performance by generalists and most efficiently addressed at their locations, 
rather than at corporate HR. 

2. Goals and Objectives and Measurement of Success in Meeting Them 
HR reports that it operates under an overall vision and strategy document with its outline of 
priorities set annually through HR leadership team meetings. The elements of that document 
consist of (as quoted from the document): 

• VISION 
o Human Resources creates solutions that drive a high-performance organization 

powered by innovative, engaged and diverse employees 
• STRATEGIC OBJECTIVES 

o Optimize Organizational Performance 
o Drive Talent Strategy 
o Enhance the Employee Experience 

• PEOPLE STRATEGIES 
o Ensure all employees return home safe every day 
o Emphasize Core Values & Behaviors that define the culture of the organization 
o Optimize leadership development and succession management 
o Focus on career management through priority alignment, individual development, 

feedback and coaching 
o Recognize and fairly differentiate performance, investments and rewards 
o Ensure a diverse and inclusive environment that values all employees’ 

contributions 
o Define and reinforce a compelling Employee Value Proposition 
o Recruit, develop, engage and retain the very best talent 
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o Sustain strong and collaborative relationships with union leadership at all levels 
• WE… 

o Create One team across Corporate and Field HR 
o Create cross-functional opportunities to develop HR talent 
o Recognize, reward and celebrate successes across HR 
o Connect current and prospective employees to FirstEnergy’s Employee Value 

Proposition (EVP) 
o Demonstrate and expand our effectiveness around the FE core values and 

behaviors 
• WITH A FOCUS ON… 

o Courage  
o Trust 
o Openness 
o Teamwork 
o Diversity, Equity & Inclusion 

 
Our request for tangible ways by which HR gauges success in meeting its goals, objectives, and 
priorities produced only the barest of tangible measures. Responses to our requests focused 
significantly back on the vision and strategy document. Despite treating well the subjects it 
includes at a high level, it does not contain objectively measurable indicators of performance.  
 
Management reported that senior managers in HR report their results at year end to the CHRO, 
who summarizes them at a high level with the CEO. Management did not provide documentation 
of either its internal reporting or of CHRO reporting to the FirstEnergy CEO. Feedback from the 
groups and employees that HR serves comes primarily through ongoing interaction with the HR 
Business Partners assigned to business units support on HR matters.  
 
An outside firm conducted an Organizational Health Index (OHI) survey in early 2021, seeking to 
provide feedback on “success in cultivating a healthy, high-performing organization.” The subject 
areas it addressed included: direction, work environment, accountability, coordination and control, 
capabilities, motivation, innovation and learning, external orientation, and leadership. 
Management did not provide the actual results, instead providing brief bullet points - - five each 
for strengths and “areas to focus and improve.” It later provided findings limited to JCP&L. The 
FirstEnergy Corp. board commissioned a separate Culture Fitness Diagnostic surveying 
bargaining unit and non-bargaining unit personnel. Management declined to provide it claiming 
privilege on the basis of its conduct at the direction of attorneys for the board. We found this an 
unusual circumstance for work of this type, but consistent with the broad use FirstEnergy makes 
of legal privilege claims. The lack of transparency regarding this diagnostic removes what may 
prove an important source of insight and perspective on what apparently has become an overly 
strained relationship with those who represent bargaining unit employees in New Jersey. 
 
Given the frequency with which we encountered similar claims, we chose this as a case for 
determining the level at which our request for information was declined, asking, among other 
things specifically for an identification of “the most senior member(s) of management or the Board 
who has agreed that non-waiver of any applicable legal privilege is in the best interests of the 



Board of Public Utilities Final Report – Public Version Phase Two of an Affiliates and 
State of New Jersey Human Resources Organization Management Audit of JCP&L 

 

 
February 7, 2023  Page 414 
 The Liberty Consulting Group 

company.” The response did not acknowledge this separately identified part of the request or 
respond to it. 
 
There have been recent surveys of employee perceptions and attitudes, but our lack of access to 
their results makes an examination of what they show or what needs they create non-transparent. 
We found the lack of access to the results of the Culture Fitness Diagnostic particularly troubling 
for two reasons. First, it appears to have addressed matters pertinent to the circumstances 
surrounding and the aftermath of the federal criminal investigation that led to the Deferred 
Prosecution Agreement (See Chapter Twelve: External Affairs - - “The DOJ Investigation” of the 
accompanying Phase One report). Second, it engaged bargaining unit personnel, making the 
information it shows about them important in providing added perspective on the nature and extent 
of what we consider an unusually significant labor relationship problem. The board commissioned 
the diagnostic following the triggering events and circumstances described in Chapter 12 of the 
Phase One report. It employed in doing so FirstEnergy’s unusually broadly applied approach of 
having it directed by counsel, followed by claims of privilege regarding its results. 

3. Human Resources Information Systems 
Human Resource Information Systems (HRIS) serve a central role in managing and supporting the 
use of the great volumes of information it takes to manage human resources issues timely and 
effectively in large organizations. Management has employed for two decades SAP-based on-
premise capabilities, supported by more recently acquired, cloud based capabilities that comprise 
the HRIS and provide for access to it from personnel across the FirstEnergy footprint. It addresses 
the typical spectrum of needs, including Total Rewards (compensation and benefits) and Talent 
Management (e.g., performance review and management). Transition to a cloud-based Oracle 
system has been underway. 
 
The Analytics group of HR has responsibility for managing and operating the HRIS. 
Commensurate with the Spring 2023 expiration of agreements applicable to the current on-site 
system and the end of vendor support for other components, FirstEnergy began a process for 
considering HRIS alternatives. Its examination of those alternatives has valued replacement 
capabilities that simplify and improve HR processes including reporting, analytics, self-service 
and mobile technology use.  
 
Documentation justifying a change to a new provider also cited tracking contractors and securing 
a “full organization head count picture” as problematic under the current system, described also as 
not “device agnostic” or “mobile friendly” - - two increasingly notable features as technology has 
advanced. The system precludes access by some employees, has required supplemental purchased 
and created systems to support reporting, benefits, compensation, and other activities. The current 
system also has suffered from untimely vendor support for needed integration and work ticket 
resolution.  
 
FirstEnergy conducted a competitive solicitation, with guidance from Supply Chain and outside 
HRIS expertise. The documentation of that process shows attention to comparable pricing, vendor 
commitment, and system capabilities offered. The documentation available to us show IT approval 
at the vice presidential level and Supply Chain approval in April 2021, with a March 2023 go-live 
date for the cloud-based Oracle Fusion Cloud Human Capital Management solution. 
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4. Labor Relations 
Management reports a team of three Labor Relations Representatives, operating under a director, 
as responsible for contract negotiation leadership, contract administration, and facilitation of Level 
2 grievances through arbitration, if required. This team supports JCP&L leadership in matters 
requiring interpretation of the collective bargaining agreement, ensuring consistent agreement 
application, assisting with required memoranda of understanding or agreement with the bargaining 
unit, and ensuring compliance with labor laws. 
 
Management has not used metrics to track effectiveness in labor/management performance, 
instead considering, “the quality of the relationship between the union and management to be a 
much better indication of the performance of labor and management.” It does, however, track the 
numbers of grievances filed by year. The next tables summarizes the numbers involving JCP&L 
and the service company (through mid-year for 2021). 
 

Grievances Involving JCP&L and FirstEnergy SC 
Year Number Year Number Year Number 
2017 10 2018 4 2019 23 
2020 11 2021 5 Total 53 

 
The scope set for our engagement, acknowledging the value in gaining input from more than just 
interaction with management, included securing it from non-exempt personnel of whom, in the 
case of JCP&L, a substantial proportion include bargaining unit personnel. We met twice with 
bargaining unit leadership, developing additional information between and following those 
meetings. Those meetings disclosed a relationship problem of very significant dimensions; i.e., 
greater than what we have generally found and by any measure outside the range of what one could 
consider an effective one.  
 
Leadership presented a large range of issues about which it felt management had not shown a 
willingness to engage robustly. A number of them concerned lack of responsiveness, with 
examples including an inability to secure support in resolving individual employee benefits action 
and in securing information supporting close-out of a matter raised with the ethics and compliance 
organization. The issues raised also included substantive matters, with examples being excessive 
overtime levels and their impacts on productivity, numbers of available field personnel, and 
instructions calling for customer service personnel to act in violation of retail New Jersey tariff 
requirements. 
 
Investigation of the individual issues raised falls beyond the scope of this engagement. However, 
we did find points raised about excessive overtime, productivity impacts, and base staffing levels 
consistent with conclusions we reached independently before the bargaining unit sessions. The 
Staffing Chapter of this Phase Two report addresses them. Overtime generally makes a material 
contribution to bargaining unit member compensation in the electric utility business, making 
member concern about its excessiveness and degradation of productivity not common. In addition, 
we consider unresolved the propriety of the cited temporary billing procedure to address estimated 
billing backlogs that grew during meter reading limitations during Covid-19 restrictions. Thus, 
one cannot dismiss the substantive concerns raised. 
 

I I I I I I 
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Moreover, the responsiveness issue has grown in the wake of the elimination of the JCP&L Vice 
President, Operations position, which has led to a change in the alignment of the director positions 
below and in their now reporting directly to the JCP&L President. Another change in the role of 
this executive involves removal of responsibility for local external affairs resources to 
management at the central level.  

5. Policies and Procedures 
HR applies a set of 69 policies and procedures to both FirstEnergy Service Company and JCP&L. 
The following tables summarize these documents by the three categories into which management 
groups them: Corporate Policies, Business Practices, and HR Letters. 
 

FESC/JCP&L Corporate Policies 
101: Code of Business Conduct 301: Employee Concerns Line 
102: Anti‐Fraud Policy 302: Regulatory Compliance Access Policy 
103: Corporate Compliance Program 303: Electronic Recordings 
201: Conflict of Interest   

 
FESC/JCP&L Business Practices 

3.5: Ethics and Business Conduct 4.6: Employee Background Verifications 
3.6: Employee Concerns Line 4.7: Training Practices 
4.1: Diversity and Nondiscrimination 5.1: Health and Safety 
4.2: Harassment 5.2: Environment 
4.3: Drug and Alcohol Impairment and Substance Abuse 6.4: Conflicts of Interest 
4.4: Workplace Violence 6.5: Gifts and Gratuities 
4.5: Hiring Practices   

 
FESC/JCP&L HR Letters 

101: Equal Employment Opportunity ‐Affirmative Action Policy 210: Background Investigation Procedure 413: Theft Policy
102: Sexual‐Harassment Policy 211: Managing Contracted Labor and Services 501: Total Compensation Program
103: Discriminatory Harassment Policy 301: Problem‐Resolution Procedure 502: Job Pricing
104: Employment of Individuals with Disabilities 302: Guidelines for Supervisors for Referring Employees to the EAP 503: Base Pay
105: Affirmative‐Action Program for Minorities and Women 303: Company Position on Use or Possession of Alcohol and Drugs 504: Short‐Term Incentive Program
106: Affirmative‐Action Program for Individuals with Disabilities 304: Company Drug and Alcohol Testing Policy 505: Hiring Rates
107: Internal Discrimination Complaint Procedure 305: Employee Clubs 506: Promotions & Acting Assignments
201: Employment Relationships and Policy 306: Condolence Expression 507: Temporary Promotion to Supervisor
202: Hiring Process 307: Employee Service Recognition 508: Compensation Impacts on Employees
203: Co‐Op Intern Program Policy 308: Employee Attendance Policy 509: Exempt Extra Hours Compensation
204: Relocation Program for Current Employees 401: Health & Safety Policy 510: Non‐Exempt Extra Hours Compensation
205: Relocation Program for New Hires 402: Physical Examinations 511: Shift Premiums for Non‐bargaining Employees
206: Temporary Work Assignment 403: Fire Prevention and Emergencies Policy 512: Celebrate Success
207: Flexible Work Arrangements 404: No‐Smoking Policy 513: Non‐bargaining Discretionary Awards
208: Access to Employee Records 405: Safety Eyewear and Footwear 601: Extended Medical Absences
209: Employee Referral Bonus Program 411: Handling Bomb Threats 602: Catastrophic Assistance and Relief for Employees 

412: Position Regarding Violence in the Workplace  

C. Conclusions 

1. FirstEnergy has been effective in structuring and controlling HR resources, making 
substantial reductions with departure of the commercial power and energy entities and 
operations. 

We found the HR organization that FirstEnergy operates centrally typical of large utility holding 
companies. It has made a logical division of responsibilities, supporting focused attention on the 
variety of needs that such an organization meets and permitting specialization that takes advantage 
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of the large size that the 10 operating companies provide. Our examination of the use of external 
resources found the areas of outside expertise appropriate and reasonably moderate. In particular, 
the use of outside expertise reflects the magnitude of the efforts that FirstEnergy has made to 
restructure and resize its common support functions beginning with the transition of the 
commercial power and energy entities and operations and continuing even today. 
 
We also found the use of HR Partners to support the execution of repeat administrative and 
transactional HR-related tasks at each operating company appropriate. Those resources also have 
provided a means for ensuring that actions at the operating company conform to enterprise-wide 
values, goals, policies, and procedures, and occur through consistent means supported by common 
information sources. 

2. Changing the reporting and responsibilities of HR Partner resources engaged in support 
of JCP&L is not sound short or long term. (See Recommendation #1) 

JCP&L has had and should continue to have responsibility for managing the operations and 
customer service functions and activities in New Jersey. Chapters Two through Ten of the 
accompanying Phase One report address those functions and activities. Removing responsibility 
for day-to-day management of the HR Partners serving JCP&L would both diminish local direction 
of efforts important to its functioning with respect to operations and customer services activities. 
JCP&L’s share of FirstEnergy-wide cost savings in the range of $600,000 are de minimis when 
compared with the appearance (and likely accompanying reality to at least a material extent) of 
disconnecting local leadership’s power to direct work from the ability to address the human aspects 
involved in performing it.  
 
Ensuring that HR activities in New Jersey operate in ways consistent with enterprise-wide 
guidance does not require direction of day-to-day HR-related activities from remote locations, 
even where relationships with local resources remain on a sound footing. 
 
That footing does not exist at present at JCP&L. A very large percentage of the resources that local 
leadership manages comprise bargaining unit employees. Their leadership considers management 
unresponsive across a wide spectrum of issues material to their membership. Examples cited 
include work practices, excessive overtime, failure to address individual benefits concerns timely, 
direction to customer service representatives to operate in contradiction to retail tariff 
requirements, and unresponsiveness to concerns raised with the organization responsible for ethics 
and compliance. 
 
We are not in a position to conduct the review necessary to resolve any different views that 
management may have on the individual instances cited. The point here is that bargaining unit 
leadership has fundamentally lost confidence in local management. However the specifics of 
particular incidents shake out, their number and perceptions about management’s willingness to 
engage on them have brought the relationship with bargaining unit leadership in representing its 
members to what appears headed to crisis proportions if not addressed. 
 
Significantly, concerns have grown at a time when other consolidation efforts (addressed in the 
Organization and Executive Management Chapter of this Phase Two report) have deprived JCP&L 
leadership of an executive position (Vice President, Operations) relied upon by the JCP&L 
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President to direct operations. That change occurred after preparation of our Phase One report 
addressing New Jersey operations. Neither it nor reduction in or removal of local direction of HR 
Partners serves the interests of JCP&L management and operations.  

3. HR operates under a sound and well communicated set of overall objectives and 
priorities. 

The vision and strategy document provided by HR expresses its objectives and priorities, and 
connects them to corporate values. The document undergoes annual revision and annual statements 
of priorities disseminated to employees effectively communicate how what HR does and what it 
seeks to accomplish relate to them in tangible ways that span a sound range of subjects.  

4. HR made available to us an unusually short set of performance metrics by which it gauges 
its performance and by which FirstEnergy measures broader measures of how effectively 
matters in which it engages get reflected in employee performance and attitudes. (See 
Recommendation #2) 

Our experience includes a wide range of measured performance attributes by organizations 
responsible for HR in holding company structures. What management provided here places it at 
the very low end of the range. We have seen instances where tangible, objective measures of 
performance run to 50 or more. Such measures include those directly applicable to HR’s 
performance of activities it directly performs or manages. They also include measures of how 
employee populations at large reflect conditions and attitudes that corporate leadership seeks to 
create or instill through activities in which HR groups engage. An entity with such a large number 
of operating companies should also break down a reasonably comprehensive set of metrics by 
operating company. 

5. Management’s planning of the transition to a new source of HRIS capabilities provides 
an occasion for development of a materially enhanced set of performance measures, 
regular reporting of their results, and analysis of measures to improve both HR and 
operational performance. (See Recommendation #2) 

Management has performed a comprehensive process for analyzing its alternatives as the end of 
contractual commitments underlying its current HRIS capabilities looms. Management’s 
evaluation, supported by both the competitive rigor of Supply Chain involvement and the HRIS 
expertise brought by an experienced outside provider has addressed economy, performance, and 
vendor commitment to and support for offerings provided. Management has focused appropriately 
on reporting and analysis capabilities and on access from all locations across the FirstEnergy 
footprint. The documentation provided indicate a movement to a widely used cloud-based solution, 
timed appropriately to produce as smooth a transition as possible by the March 2023 end of 
agreements supporting current HRIS capabilities. 
 
Transitioning to a new solution, particularly given the focus those engaged in examining 
alternatives have placed on reporting and analytics, gives an opportunity to undertake a broad 
review of the metrics that will provide a much more comprehensive “scorecard” for measuring HR 
performance. It provides a similar opportunity to determine what kinds of data, reporting, and 
analysis can better support operational measurements related to human factors at the individual 
operating company level, and perhaps even at the regional level within operating companies. 
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6. HR operates under a comprehensive set of policies and practices whose documentation 
provides sound guidance in performing its responsibilities and in communicating to 
employees how they are affected and what behaviors are expected. 

We found a reasonably typical and suitably broad range of corporate policies and business 
practices. Moreover, the use of HR Letters provides for employees clear guidance and set clear 
expectations for a broad range of behaviors and actions. 

D. Recommendations 

1. Give local leadership continuing direction of the HR Partner resources assigned to 
supporting JCP&L operations. (See Conclusion #2) 

FirstEnergy should provide for common and local direction not only of the work performed by 
resources under the direction of JCP&L leadership but for the support required to address day-to-
day transactional, administrative, and other HR aspects of maintaining a sound relationship with 
local employees. Estimates of savings to JCP&L from greater centralization have emerged. By 
contrast, significant concerns about relationship with the bargaining unit members already exist 
and at a level that should produce substantial concern. Circumstances cited as underlying that 
relationship concern include matters for which HR has responsibility, knowledge, or access to 
information and resources helpful in their resolution. 
 
Those concerns, which FirstEnergy will hopefully resolve very promptly, add to the need for 
keeping HR Partners day-to-day direction under JCP&L leadership now. However, we believe that 
long term considerations also point to the value of ensuring from the local level that HR 
responsiveness is optimized, including in the conduct of labor relations. 

2. Develop commensurate with the transition to new HRIS capabilities a much more 
comprehensive set of performance measures for gauging HR performance and 
attainment of workforce characteristics and expectations. (See Conclusions #4 and #5) 

The metrics information management provided in response to our requests produced an unusually 
small set of measures. It may be that limitations in current HRIS capabilities inhibit meaningful 
expansion. Even if so, the transition to a system that will become more capable in reporting, 
analysis, and accessibility gives an opportunity to move to the state that we have seen elsewhere, 
where literally dozens of metrics apply and where they can be measured at the individual operating 
company level, or even lower where useful. 
 
FirstEnergy should develop such a robust list of metrics and incorporate the ability to collect, 
retrieve, report, and analyze it regularly. From this list, HR should develop specific performance 
and group performance targets, and work with senior FirstEnergy leadership to identify the subset 
of those metrics most important in allowing that leadership to assess and engage with HR 
leadership in assessing performance regularly. 
 
The metrics need to include two types: 

• Measuring HR success in performing discrete activities for which it is responsible 
• Measuring how measures to which HR substantially contributes have penetrated or are 

represented in the employee population 
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The provider of the HRIS capabilities to which FirstEnergy is transitioning emphasizes KPIs that 
use of its solution(s) enable, making it, along with recourse to best industry practice, good sources 
of metric development. We expect that the transition already includes efforts along this line, given 
the emphasis given to reporting, analytics and ubiquitous availability in committing to the 
transition. Nevertheless, the substantial lack of current measures warrants underscoring the 
importance of ensuring that those efforts are comprehensive and in accord with the schedule for 
moving to the new solution. 
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Appendix One: List of HR Policies and Procedures 
 
HR Letters 

101: Equal Employment Opportunity ‐Affirmative Action Policy 
102: Sexual‐Harassment Policy 
103: Discriminatory Harassment Policy 
104: Employment of Individuals with Disabilities 
105: Affirmative‐Action Program for Minorities and Women 
106: Affirmative‐Action Program for Individuals with Disabilities 
107: Internal Discrimination Complaint Procedure 
201: Employment Relationships and Policy 
202: Hiring Process 
203: Co‐Op Intern Program Policy 
204: Relocation Program for Current Employees 
205: Relocation Program for New Hires 
206: Temporary Work Assignment 
207: Flexible Work Arrangements 
208: Access to Employee Records 
209: Employee Referral Bonus Program 
210: Background Investigation Procedure 
211: Managing Contracted Labor and Services 
301: Problem‐Resolution Procedure 
302: Guidelines for Supervisors for Referring Employees to the EAP 
303: Company Position on Use or Possession of Alcohol and Drugs 
304: Company Drug and Alcohol Testing Policy 
305: Employee Clubs 
306: Condolence Expression 
307: Employee Service Recognition 
308: Employee Attendance Policy 
401: Health & Safety Policy 
402: Physical Examinations 
403: Fire Prevention and Emergencies Policy 
404: No‐Smoking Policy 
405: Safety Eyewear and Footwear 
411: Handling Bomb Threats 
412: Position Regarding Violence in the Workplace 
413: Theft Policy 
501: Total Compensation Program 
502: Job Pricing 
503: Base Pay 
504: Short‐Term Incentive Program 
505: Hiring Rates 
506: Promotions & Acting Assignments 
507: Temporary Promotion to Supervisor 
508: Compensation Impacts on Employees 
509: Exempt Extra Hours Compensation 
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510: Non‐Exempt Extra Hours Compensation 
511: Shift Premiums for Non‐bargaining Employees 
512: Celebrate Success 
513: Non‐bargaining Discretionary Awards 
601: Extended Medical Absences 
602: Catastrophic Assistance and Relief for Employees  

 
Business Practices 

3.5: Ethics and Business Conduct 
3.6: Employee Concerns Line 
4.1: Diversity and Nondiscrimination 
4.2: Harassment 
4.3: Drug and Alcohol Impairment and Substance Abuse 
4.4: Workplace Violence 
4.5: Hiring Practices 
4.6: Employee Background Verifications 
4.7: Training Practices 
5.1: Health and Safety 
5.2: Environment 
6.4: Conflicts of Interest 
6.5: Gifts and Gratuities 

 
Corporate Policies 

101: Code of Business Conduct 
102: Anti‐Fraud Policy 
103: Corporate Compliance Program 
201: Conflict of Interest 
301: Employee Concerns Line 
302: Regulatory Compliance Access Policy 
303: Electronic Recordings 
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Chapter XIV: Corporate Services 
A. Background 

We examined the organization structure for and resources applied to the real estate and facility and 
land management activities conducted in common by FirstEnergy’s Corporate Services group. We 
examined the policies and practices for managing the activities involved, reviewed changes in 
JCP&L leasing, ownership, occupancy of facilities housing its personnel, and air fleet. We also 
examined changes in configuration and costs of facilities employed in serving the operating 
companies commonly. The Affiliate Relationships and Cost Allocation Chapter of this Phase Two 
report reports our examination of the means for assigning and allocating those costs to JCP&L. 

B. Findings 

1. Corporate Services Organization 
A FirstEnergy Senior Vice President, Chief Human Resources Officer, and Corporate Services has 
responsibility for three groups: 

• Real Estate (23 persons) 
• Administrative Services: a group numbering in the 50s, with the bulk of that number 

aligned as follows: 
o Mail services (6 persons) 
o Building services (32 persons divided among 5 locations)  
o Food Services (5 persons) 
o Facility planning and projects (6 persons) 

• Flight Operations (described in the Surface and Air Fleet Management Chapter of this 
Phase Two report). 

 
Real Estate, Facilities, and Right-of-Way groups fell under the Director, Real Estate & Facilities 
in 2017, accounting for 85 of the director’s 100 total resources at that time. Facilities services, 
which had responsibility for planning management, and supervision of general facilities and for 
food services at that time accounted for 74 of the director’s 2017 resources. 
 
FirstEnergy has continued to house a small, six-person right of way group in the organization 
responsible for transmission line siting. It operates under the direction of the Manager, Siting, 
Survey & ROW located in the Transmission and Substation Design group that falls under the 
FirstEnergy Senior Vice President, Operations. 
 
The resources assigned to facilities management have responsibility for capital projects at 
facilities, creation and administration of facility maintenance contracts, managing food service 
practices at principal office locations, and for emergency events. Its three goals have remained 
consistent from year to year, focusing on performance against budget. Documented practices 
address outside service contracts. The service contract provisions require specification and 
technical requirement identification, expiration date tracking, timelines to ensure timely execution 
of contracts, adherence to purchase order requirements, competitive bidding for contracts 
exceeding $50,000 in expected costs, justification of sole-source awards, and support in addressing 
contract scope changes. 
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Documented procedures also apply to the following activities performed by facilities management: 

• Managing a help desk used to log, prioritize, and process requests and work tickets for 
facilities maintenance requests 

• Capital work identification, classification, ranking, evaluation, approval, and spend 
projections 

• Planning work space utilization, creating occupancy plans and specifying required 
equipment, developing work space standards, executing relocations, specifying and 
procuring work space furniture and equipment and managing their inventories, managing 
work space renovation projects 

• Planning and executing emergency event food services at corporate offices. 
 

Administrative Services personnel fell by about one-fourth between 2017 and 2021 and Real Estate 
personnel by somewhat less than 10 percent. By the end of 2021 Real Estate personnel increased 
to 22 persons. Company comments on a draft of this report observed that Administrative Services 
personnel numbers have increased. First Energy’s continuing efforts to centralize services have 
thus reportedly caused a drop in personnel formerly performing activities now existing in central 
organizations. 

2. Administrative Services Cost Changes 
The next table shows changes in Administrative Services costs between 2017 and 2021. They fell 
as the FirstEnergy entities engaged in commercial power and energy businesses transitioned 
through bankruptcy to eventual ownership by creditors. 
 

FESC Administrative Services Costs 

2017 2018 2019 2020 2021 Q3 2021 Est. $ %
Payroll, Overheads, Benefits $7,713,489 $7,063,377 $5,235,299 $5,294,119 $3,830,292 $5,107,056 ($2,606,433) -33.8%

Charges t/f Others (FESC & non-FESC) $42,399 ($18,336) $80,811 $127,205 $66,174 $88,232 $45,833 108.1%
Dues, Fees, Licenses $6,148 $7,913 $11,761 $17,374 $11,240 $14,986 $8,838 143.7%

General Business and Travel $372,567 $515,133 $412,357 $261,556 $142,265 $189,686 ($182,880) -49.1%
Materials and Equipment $581,542 $477,039 $537,425 $336,105 $210,917 $281,223 ($300,319) -51.6%

Leases and Rentals $7,034,492 $8,890,985 $8,175,534 $7,163,601 $5,840,714 $7,787,619 $753,127 10.7%
Other $1,099,575 $1,782,257 $1,572,616 $1,823,661 $1,469,099 $1,958,799 $859,224 78.1%

Professional and Contractor $3,804,759 $4,174,121 $4,884,625 $4,134,407 $2,767,498 $3,689,998 ($114,762) -3.0%
Total $20,654,971 $22,892,489 $20,910,428 $19,158,028 $14,338,199 $19,117,598 ($1,537,373) -7.4%

$2,237,518 ($1,982,061) ($1,752,400) ($40,430)
10.8% -8.7% -8.4% -0.2%

Change from Prior Year

Cost Source
Year 2017-2021 Change

 

3. Real Estate Cost Changes 
The next table shows changes in real estate organization total costs since 2017; they have fallen 
substantially. Staffing has changed nominally since elimination of the need to provide services to 
the now-gone commercial power and energy businesses (transferred to a third-party, creditor-
formed group of enterprises as a result of bankruptcy proceedings). Services to support those 
businesses prior to that time were reportedly limited, for example, in providing services related to 
real-estate related payables. 
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FESC Real Estate Costs 

2017 2018 2019 2020 2021 Q3 2021 Est. $ %
Payroll, Overheads, Benefits $3,485,498 $2,854,486 $2,282,121 $2,707,186 $2,067,392 $2,756,523 ($728,975) -20.9%

Charges t/f Others (FESC & non-FESC) ($79,985) ($50,350) ($805) ($2,727) ($18,051) ($24,067) $55,918 -69.9%
Dues, Fees, Licenses $2,380 $2,232 $3,089 $390,241 ($388,566) ($388,566) ($390,946) *

General Business and Travel $21,313 $37,030 $36,823 $13,597 $7,034 $9,379 ($11,934) -56.0%
Materials and Equipment $11,535 $15,630 $11,009 $8,303 $2,462 $3,283 ($8,251) -71.5%

Leases and Rentals $531,909 $530,003 $870,347 $1,459,447 $695,815 ($531,909)
Other $21,925 $95,303 ($59,940) $11,978 $10,072 $13,429 ($8,496) -38.7%

Professional and Contractor $78,615 $7,318 $120,379 $4,635 $986 $1,315 ($77,300) -98.3%
Total $4,073,189 $3,491,652 $3,263,024 $4,592,660 $2,377,145 $3,169,527 ($903,663) -22.2%

($581,538) ($228,628) $1,329,637 ($1,423,134)
-14.3% -6.5% 40.7% -31.0%

Change from Prior Year

Cost Source
Year 2017-2021 Change

 

4. JCP&L Real Estate Use 
The next table summarizes recent year JCP&L facility leases. JCP&L operates out of one large, 
leased office and two much smaller ones. JCP&L moved its employees, numbering 155 from the 
439,191 square foot Redbank Operating Headquarters in 2017. They now operate from the leased 
Holmdel Office. The lease there commenced in 2016, with rent beginning in 2018. The real estate 
costs in the table listed for 2021 do not include Holmdel chargeable operating expenses for the last 
five months, but they appeared on an annual trajectory of about $1.9 million for a combination of 
rent and office expenses. The Red Bank lease did not extend past April 2017. Allenhurst includes 
office and walk-in facilities. 
 

JCP&L Facility Lease Costs 

2017 2019 2020 2021
Holmdel Office 69,850 $40,476 $1,885,804 $1,922,524 1,089,533.53
Red Bank Operating HQ 439,191 $719,348 $0 $0 $0
Toms River Service Center 3,690 36 $0 $63,000 $126,000 $126,000
Allenhurst Office/Walk-in Ctr. 2,000 21 $65,184 $76,379 $79,446 $75,868
Trenton Office 2,051 2 $65437 $69,183 $65,780 $65,432

Total 516,782 214 $890,445 $2,094,366 $2,193,750 $1,356,834

Lease Amount
Facility Square

Feet
Persons

155

 
 
JCP&L operates from a much larger group of owned premises (34 of them), comprising 1.62 
million square feet (an average of 46,381) and a total book value of $45.6 million (an average of 
$1.34 million). The net book value of this portfolio of owned premises has grown by 11 percent 
($4.5 million) from the end of 2017 through mid-2021, with two large offices (Morristown and 
Holmdel) accounting for $3.9 million of that amount. Management reported no vacant owned or 
leased buildings and buildings and current use at their capacities.  
 
FirstEnergy SC uses facilities in serving JCP&L, which bears shares of costs for them. The next 
table summarizes JCP&L costs for such facilities. The Affiliate Relations and Cost Allocations 
Chapter of this Phase Two Report addresses the means for charging and allocating those costs to 
JCP&L. The subtotal line shows a growth rate of about three percent. It excludes the facilities 
added or substantially modified (listed below), which proved the largest source the increase of 
about $2.3 million in JCP&L costs over the period the table includes. 
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Building Costs Allocated to JCP&L 
Building 2017 2018 2019 2020 2021* Change

Akron Control Center $1,454,618 $1,157,515 $1,097,732 $1,074,729 $1,060,744 ($393,874)

Bethel Warehouse $132,557 $131,013 $131,361 $166,440 $269,357 $136,800

Greensburg Corp. Center $912,812 $826,104 $808,512 $962,286 $996,285 $83,473

Pottsville Pike $753,854 $751,358 $749,709 $699,173 $598,627 ($155,227)

Wadsworth Control Ctr. $615,287 $520,251 $500,927 $526,934 $856,161 $240,874

West Akron Campus $114,548 $118,531 $222,784 $333,682 $556,557 $442,009

Stow Eng. & Meeting Ctr. $1,001,722 $875,004 $860,881 $979,557 $1,235,676 $233,954

Subtotal $4,985,398 $4,379,776 $4,371,906 $4,742,801 $5,573,408 $588,010

Advanced  Tech. Center $0 $0 $0 $0 $882,152

Fairmont Corp. Center $0 $0 $0 $232,481 $695,316

Fairmont Call Center $521,950 $539,074 $543,336 $524,849 $732,265

Fairlawn 5 $0 $0 $0 $0 $49,855

Fairlawn Call Center $169,674 $170,058 $170,541 $114,093 $0

Total $5,677,022 $5,088,908 $5,085,783 $5,614,224 $7,932,996 $2,255,974
     *Annualized using third quarter values  

 
Key variances in 2017 through 2021 amounts include:  

• New 2021 charges for the Center for Advanced Technology 
• New 2020 and 2021 charges for the Fairmont Corporate Center 
• The absence (through September) of 2021 charges for the Fairlawn Call Center 
• Increased 2020 (and 2021 on-pace) charges for the Greensburg Corporate Center and West 

Akron Campus. 

C. Conclusions 

1. The organization and resources applied to real estate and facility management activities 
promote efficiency and effectiveness and have produced declining costs. 

The organization provides for centralized management of the responsibilities and activities 
involved, but locates resources at facility locations. A central approach to planning and controlling 
physical work to facilities and for managing contracts for facilities services exists. Personnel 
resources and costs fell through 2021, in part due to elimination of service needs of departed 
commercial power and energy business operations. Company comments on a draft of this report 
stated that continuing centralization of services has increased staffing at FirstEnergy Service 
Company, while producing reductions in personnel who had performed the centralized functions 
at the operating company level previously. Documented practices apply to space planning and 
reconfiguration. Management reported no vacant or substantially unused JCP&L space warranting 
disposition or other significant adjustment.  
 
The location of a small right-of-way organization in the operations organization responsible for 
line siting places it in an effective position. 

2. JCP&L leased and owned facilities have remained fairly stable in numbers, locations, 
and lease/ownership costs, apart from the large Morristown and Holmdel offices. 



Board of Public Utilities Final Report – Public Version Phase Two of an Affiliates and 
State of New Jersey Corporate Services Management Audit of JCP&L 

 

 
February 7, 2023  Page 428 
 The Liberty Consulting Group 

Apart from the two office buildings, the remainder of the premises leased and owned by JCP&L 
have remained stable. Overall, the change in total lease costs and book values have experienced 
only moderate escalation. 

3. Changes in costs charged to JCP&L for commonly used facilities have grown at roughly 
the rate of inflation, apart from new and reconfigured facilities, which have caused 
increases. 

JCP&L’s share of costs for facilities commonly used has grown $5.7 to $7.9 million from 2017 
through 2021 (annualizing the last year’s values using totals through the third quarter). Adjusting 
for what appear to be new or substantially reconfigured facilities produces an annual growth rate 
in the range of three percent. 

4. FirstEnergy charges for building occupancy and use on a basis that bears a reasonable 
relationship to the entities for whom the occupants provide services. 

FirstEnergy bills carrying charges on the buildings (depreciation, taxes, return, maintenance, for 
example) for buildings occupied by common service providers. Management makes allocations 
for such building occupancy and use based on the cost center(s) occupying the space commonly 
using one of the multi-factor allocators described in more detail in the Affiliate Relationships and 
Cost Allocations chapter of this Phase Two report.  

D. Recommendations 
We have no recommendations in the corporate services (real estate and administrative services) 
areas.  
 



Board of Public Utilities Final Report – Public Version Phase Two of an Affiliates and 
State of New Jersey Information Technology Management Audit of JCP&L 

 

 
February 7, 2023  Page 429 
 The Liberty Consulting Group 

 
Chapter XV: Information Technology Table of Contents 

 

Chapter XV: Information Technology ........................................................................................ 430 

A. Background .................................................................................................................. 430 

B. Findings ........................................................................................................................ 431 

1. Organization and Staffing ......................................................................................... 431 

2. Staffing and Cost Changes ....................................................................................... 432 

3. Annual IT Planning .................................................................................................. 432 

4. IT Project Authorization ........................................................................................... 433 

5. Building and Acquiring Applications ....................................................................... 435 

6. IT Performance Metrics ............................................................................................ 436 

7. Information Technology Benchmarking .................................................................. 436 

8. Protection of Information Assets .............................................................................. 437 

9. Audits of Information Technology ........................................................................... 438 

C. Conclusions .................................................................................................................. 438 

D. Recommendations ........................................................................................................ 440 

 



Board of Public Utilities Final Report – Public Version Phase Two of an Affiliates and 
State of New Jersey Information Technology Management Audit of JCP&L 

 

 
February 7, 2023  Page 430 
 The Liberty Consulting Group 

Chapter XV: Information Technology 
A. Background 

Information Technology (IT) systems and applications support a wide variety of needs, extending 
for example from financial and customer operations to an increasingly significant role in managing 
transmission and distribution network planning, maintenance, operation, and even restoration. A 
number of other chapters of this report show the breadth of IT application and criticality to 
operating success. These other chapters address important aspects of IT design, capabilities, and 
use. Examples include the “Utility Operations” Chapters (Chapters Two through Nine) and 
Chapter Ten, Customer Service of the accompanying Phase One report. Protecting the integrity of 
those systems and preserving the confidentiality of the information they house has become 
increasingly important. Chapter Eight of that Phase One Report, Cyber Security and System 
Vulnerability address cyber security approaches and measures applied to provide that protection. 
The EDECA Chapter of this accompanying Phase Two report addresses protection of information 
and ensuring limits its use to permitted purposes. Beyond these broader applications of important 
IT systems and applications, other chapters address their use for specific purposes; e.g., managing 
work and costs of outside counsel or ensuring document retention for required time periods. 
 
This chapter does not seek to repeat the discussion of IT-created capabilities and uses, but to 
address how FirstEnergy, which manages IT on an enterprise-wide basis, organizes, staffs, 
structures, prioritizes and plans, develops, acquires, and maintains capabilities that depend on IT. 
Hardware no longer represents the largest cost element of major systems and measures of the value 
of systems increasingly focus on increased efficiency in conducting the processes and activities 
they support.  
 
The acquisition history that has produced FirstEnergy has created major opportunities for the 
integration of different systems used by the legacy enterprises. GPU has comprised part of 
FirstEnergy for two decades now, with Allegheny Energy in the fold for more than a decade. The 
recent FE Forward initiative has noted the historical emphasis on addressing those legacy systems, 
while seeking to chart a path that will move FirstEnergy forward, with a more integrated set of 
backbone capabilities now in place.  
 
We conducted our examination recognizing the need for IT leadership and management to focus 
on improving efficiency and effectiveness at the common-service level and with respect to JCP&L 
as an operating company. We considered factors such as: 

• Responsiveness to user needs 
• Management of project queues to avoid significant backlogs 
• Planning to meet users’ future needs 
• Methods for identifying, ranking, acquiring/developing, and implementing recent 

technology and applications 
• Organization structure and resource level changes over time. 

 
We examined the organizational approach to IT and the resources applied, processes used to 
develop and acquire systems and applications software, disaster-recovery programs, budget 
priorities and development, methods to keep abreast of user needs, measures of performance 
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effectiveness and costs, and opportunity for and use of JCP&L feedback and participation in 
planning and feedback on performance effectiveness. 

B. Findings 

1. Organization and Staffing 
FirstEnergy provides information technology services to each of its entities through a common 
organization headed by the Vice President & Chief Information Officer. This executive has three 
reports: 

• Vice President, Information Technology, who heads an approximately 540-person IT 
organization 

• Vice President, Cyber & Physical Security, whose approximately 65-person organization 
Chapter Eight Cyber Security and System Vulnerability of the accompanying Phase One 
report addresses 

• Vice President, Innovation & Digital, who heads a newly-created, 12-person organization 
described by the company as a “think tank” focusing on new processes, problem-solving, 
and collaboration. 

Six Directors report to the Vice President, Information Technology, heading groups dedicated to: 
• Transmission Systems: a 156-person group that addresses EMS, GMS, SCADA, and CIP 

Compliance systems and transmission-related business solutions 
• Distribution Systems: a 55-person organization that addresses distribution-related SCADA 

and business solutions  
• Network Engineering: a 93-person organization that has responsibility operations of certain 

systems, Operations Technology (OT) networks, and WAN, LAN, and fiber networks 
• Customer Systems: a 75-person organization responsible for customer-related business 

solutions 
• End User Services: a 65-person organization responsible for planning and project 

managing solutions, end user computing, and analytics 
• IT Enterprise Technologies, a 94-person organization responsible for UNIX, database, 

cloud, server and storage, and for business solutions. 
 

Resources under the Vice President & Chief Information Officer have dropped significantly since 
2017, from 702 to 614, counting the Physical and Cyber Security and Innovation & Digital groups. 
The predominant source of the reduction came through the Voluntary Early Retirement Program 
forming part of restructuring centrally provided services to reflect elimination of the need to 
service FirstEnergy commercial power and energy market business operations. Those reductions 
produced a reduction of some 120 positions, followed by bringing on 22 persons to meet other IT 
needs, generating a net change of 98, or 15 percent. Removing the security and innovation 
personnel and the net 98 positions following the early retirements and subsequent additions 
produces a number of 560 for 2017 and 538 for 2021. Roughly speaking, this change indicates 
about a four percent drop between 2017 and 2021 in the IT resources serving roughly the same 
scope of entities and operations (i.e., today’s predominately electricity transmission and 
distribution businesses). 
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2. Staffing and Cost Changes 
The next table shows changes in staffing from 2017 through 2021. The “Adjusted IT” line removes 
the reduction of 120 under the Voluntary Early Retirement Plan and the 22 added back 
subsequently (a net of 98) to restore staffing to what management has described as a sound measure 
of IT needs after adjustment for elimination of the need to serve the departed commercial power 
and energy operations and entities. The table shows large reductions on a gross basis. Moreover, 
the 550 person level reached for the IT-only portion in 2021 shows further reductions from 
applying as a proxy value for 2017 management’s view of the overall level of resources needed to 
support all FirstEnergy IT needs after adjustment for the departure of the commercial power and 
energy operations and entities. Chapter Eight Cyber Security and System Vulnerability of the 
accompanying Phase One report addresses management and operations of cyber and physical 
security functions and activities. 
 

FirstEnergy Service Company IT Personnel Changes 

2017 2019 2021 # %
IT 670 559 550 -120 -17.9%

Cyber Security 32 34 39 7 21.9%
Security 29 24 25 -4 -13.8%

Adjusted IT 572 559 550 -22 -3.8%

FESC Group Year Change

 
 
The next table shows changes in costs from 2017 through the third quarter of 2021 and annualizes 
2021 costs we estimated by adding another quarter of costs at the rates incurred through the first 
three quarters. 
 

FirstEnergy Service Company IT Costs 
2017 2018 2019 2020 2021 Q3 2021 Est. $ %

Payroll, Overheads, Benefits $80,615,022 $84,666,661 $75,672,450 $81,677,907 $60,124,938 $80,166,584 ($448,439) -0.6%
Charges t/f Others (FESC & non-FESC) ($11,649,669) ($10,391,810) ($8,633,279) ($14,377,274) ($11,289,669) ($15,052,891) ($3,403,222) 29.2%

Dues, Fees, Licenses $109,573 $65,080 $121,218 $138,923 $81,277 $108,369 ($1,204) -1.1%
General Business and Travel $401,407 $598,636 $374,728 $117,257 $83,788 $111,717 ($289,690) -72.2%

Materials and Equipment $1,417,064 $1,167,647 $1,050,922 $828,680 $618,946 $825,262 ($591,802) -41.8%
Leases and Rentals $921,825 $812,293 $526,654 $466,772 $313,733 $418,311 ($503,514) -54.6%

Other $39,579,421 $46,580,346 $43,541,486 $43,295,598 $20,456,953 $27,275,937 ($12,303,484) -31.1%
Professional and Contractor $9,937,682 $12,566,348 $22,459,498 $21,532,527 $7,567,121 $10,089,494 $151,813 1.5%

Total $121,332,326 $136,065,201 $135,113,677 $133,680,389 $77,957,087 $103,942,783 ($17,389,543) -14.3%
$14,732,875 ($951,524) ($1,433,288) ($29,737,606)

12.1% -0.7% -1.1% -22.2%
Change from Prior Year

Cost Source
Year 2017-2021 Change

 

3. Annual IT Planning 
Information Technology conducts system, technology, and project planning activities on an 
enterprise-wide level, making the operation of most systems, the planning and execution of most 
projects, and the application of most technologies and projects applicable across operating 
companies and jurisdictions. Multiple factors, updated annually provide for the allocation of costs 
of such multi-operating company systems, projects, and technology applications and equipment. 
(the Affiliate Relationships and Cost Allocations of this Phase Two report describes the allocation 
process and factors used). Personnel related costs for IT have dropped, but, as that chapter 
describes, the departure of the commercial power and energy businesses also served by IT 
resources and functions left JCP&L to bear increased costs for depreciation that includes 
information systems. 
 



Board of Public Utilities Final Report – Public Version Phase Two of an Affiliates and 
State of New Jersey Information Technology Management Audit of JCP&L 

 

 
February 7, 2023  Page 433 
 The Liberty Consulting Group 

Information Technology has overall responsibility for the licensing of system hardware and software 
enterprise wide. It maintains an inventory of existing licensing arrangements, requirements 
applicable to them, and their renewal frequencies. IT analysts and directors review alternatives, 
considering costs and capabilities, as those arrangement change or when renewal approaches. 
Their analysis identifies, selects, and presents alternatives for review with vice presidents from IT, 
Cyber & Physical Security and Innovation & Digital Enablement. Approved alternatives become 
part of the IT capital plan. 
 
Information Technology addresses over 500 different applications (categorized in the next table), 
each assigned overall to one of four IT Directors, and more directly to IT Managers assigned to 
nearly all of them. Director and manager assignments to applications give them responsibility over 
related application areas and applications. 
 
A wide range of assets require planned replacement (e.g., servers, PCs, radios). Information 
Technology has responsibility for the IT asset replacement plan, which uses dates driven by asset 
in-service dates and estimated productive lives. Annual IT planning, again overseen by the same 
vice presidential group noted above verifies replacement cycles or makes changes to them based 
on performance data. 
 

IT Application Summary 
Application Area Number Application Area Number 

Customer Back Office 33 Customer Interaction 38 
Enterprise Technologies 5 Meter & Device 50 

Outage & Advanced Distribution 38 Transmission 271 
Work Management & GIS 82   

 
The IT capital plan incorporates projected costs resulting from licensing and replacement review, 
analysis, and approval, using best available cost estimates. That plan includes cost forecasts and 
budgets that undergo updating as required. UI Planner, a widely used tool in the utility industry 
for these purposes provides a solution used for budget and forecast preparation, execution, 
reporting, and performance measurement. 
 
Information Technology engages the operating companies in addressing enhancements that may 
prove needed to support their operations and business unit target achievements. This engagement 
includes meetings with individual operating companies, including JCP&L, as part of annual 
capital planning.  

4. IT Project Authorization 
Information Technology uses four categories (Mandatory, Maintain, Improve, and Value Add) to 
assign pre-authorization justification requirements for individual IT projects, defined as follows: 

• Mandatory: non-discretionary; required by law, order regulatory commitment, or duty to 
serve (e.g., new business). 

• Maintain: undertaken to sustain existing infrastructure and performance levels, driven by 
specific operational performance and financial tracking measures 
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• Improve: undertaken to improve existing infrastructure or performance beyond 
performance metric commitments, driven by specific operational performance and 
financial benchmark targets 

• Value Add: undertaken on a non-recurring basis to support a defined initiative to improve 
or expand existing infrastructure or create new business opportunities, yielding hard dollar 
benefits or directly improving earnings per share. 

 
Mandatory and maintain projects do not require a financial justification. Financial justifications 
prepared for each Improve and Value Add project undergo business unit management review, with 
each business unit having a force-ranking for such projects. A FirstEnergy Project Authorization 
planning system compiles the full list of mandatory, maintain, improve, and value adding projects 
for review by the vice presidential group identified above and management of each business unit. 
An overall capital plan results, incorporating projects from the first two categories and those of the 
last two that overall corporate budget targets can accommodate. 
 
IT managers upload information regarding the projects that make the approved list into UI Planner. 
The uploads identify information important in managing timely and efficient project planning and 
execution. Inputs include a WBS (work breakdown structure - - a tool that breaks projects into 
smaller components to support logical, timely, and effective work execution) labor costs for 
participating business unit and IT personnel, outside resource needs, and other costs. 
 
The next table summarizes enterprise-wide Information Technology costs in the major categories. 
 

FESC Information Technology Costs by Major Category 

$ %
Administration $3,181,450 $3,745,136 ($803,824) -27.3%

Communications $49,349,802 $57,010,119 ($6,859,707) -13.7%
Data Processing                                   $3,284,846 $4,466,899 ($2,680) -0.1%

Hardware $22,712,249 $28,787,019 $3,640,035 11.2%
Software $98,151,549 $98,009,677 ($1,547,704) -1.6%

Tech Support $11,692,847 $10,182,914 ($7,698,335) -309.8%
Vehicle $397,519 $141,718 ($140,771) -
Total $188,770,263 $202,343,483 ($13,412,985) -7.1%

$ $36,784,768 $35,922,981 $40,731,743 ($3,946,975)
% 19.5% 19.0% 20.1% -0.7%

Type 2020 2019 Change

JCP&L Share

$2,941,313 
$50,150,412 
$4,464,218 

$32,427,054 
$96,461,973 
$2,484,579 

$948 
$188,930,497

2021

 
 
The next table breaks down software costs (the largest cost category) by types, which consist of 
those internally developed, vendor developed, and prepackaged (or “out-of-the-box”). 
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Software Expenditures by Major Type 

$ %
Internal $24,080,586 $34,383,574 $39,760,603 ($15,680,017) -65.1%

Prepackaged $10,324,574 $24,840,473 $16,084,824 ($5,760,249) -55.8%

Vendor $62,056,813 $38,927,502 $42,164,250 $19,892,563 32.1%
Total $96,461,973 $98,151,549 $98,009,677 ($1,547,704) -1.6%

ChangeType 2021 2020 2019

 
 
Central IT operations and JCP&L personnel directly have access to a total of about 6,400 IT 
devices. Data processing equipment (PCs, servers, printers, and storage devices) number about 
4,000 and communications equipment (RTUs, phones, switches, routers, radio, DWDM) about 
2,400. Microprocessor-based RTUs (remote terminal devices) monitor and control field devices 
employing connections to SCADA systems. Optical fiber multiplexing, DWDM (dense 
wavelength-division multiplexing), combining data signals from multiple sources while keeping 
them separate. DWDM thereby increases the data-carrying capacity of fiber networks. 

5. Building and Acquiring Applications 
Business units work with IT groups assigned to support them to address IT-related concerns or 
issues. This engagement begins the process of assessing needs for development of new or 
enhancement of existing software applications at the business unit level. Discussions at this level 
identify needs and solution-concepts for addressing them. The IT resource assigned to the business 
unit then works with one of IT’s Enterprise Architects to determine whether a potential solution 
sounds promising enough to review with an IT Solutioning Council, consisting of a group of 
subject matter experts. Review and concept development at this stage address capability to build a 
solution internally and the need for doing so as compared with an outside development or package 
acquisition. The next chart depicts the key steps in the process. 
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Application Solution Development 

 
 
Internal development employs an established Application Development Methodology guided by 
an internal website that provides extensive detail. 

6. IT Performance Metrics 
Metrics reporting changed substantially at the beginning of 2021, becoming much clearer in 
presenting performance targets and measuring performance against them as it progressed through 
the year. The newly established monthly IT Value Report replaced what had been a series of data 
sets that did not consistently show targets or progress against them clearly or as they developed 
and trended through the year. The Value Report’s institution has brought clear identification of 
targets, tracking of performance against them over the year, clarity in where performance stands 
qualitatively and quantitatively against targets, and, where appropriate, distinctions in operating 
company results. The monthly distribution of the reports to top FirstEnergy leadership and to the 
FirstEnergy Corp. Board of Directors provides them with a clear and concise, yet reasonably 
detailed view of where IT performance stands across a reasonably broad set of metrics. 
 
The reports also provide notes on areas of improvement. Chapter Ten, Customer Service from 
our Phase I report addresses many of the metrics that the Value Report incorporates. We did not 
find issues among the other areas raising significant concerns about IT performance.  

7. Information Technology Benchmarking 
Management has undertaken two IT department benchmarking efforts since the beginning of 2018: 
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• 2018 costs and staffing 
• October 2019 through September 2020 expenditures. 

The 2018 benchmarking found spending as a percent of revenue and Full Time Equivalents as a 
percent of total company employees very low (first quartile) and spending per employee low 
(second quartile, and approaching the first). ''''''' ''''''''''''' ''''''''''''''''' ''''' '''''''''''''' ''''''''''''' '''''''''''''''''''''''' '''''''' 
'''''''''' ''' '''''''' '''''''''''''''''''''''''''''''''' '''''''' ''''''''''''' ''''''''''''''''' ''''' '''''''''''''' ''''''''''''' '''''' ''''''''''''''''' '''''''''''''' '''''''''''''''''''''''' '''''''' 
'''''''''' ''' '''''''' '''''''''''''''''''''''''''''''''' '''''''' ''''''''''''' ''''''''''''''''          ' ''''' '''''''''''''' ''''''''''''' '''''' ''''''''''''''''' '''''''''''            '''. 
The notes cited the need to address legacy systems and redundant applications (not an uncommon 
problem in holding companies that have made acquisitions) - - a factor tending to weight 
expenditures toward systems. The notes also cited flat IT spending resulting from “[y]ears of 
austerity measures.” 
 

8. Protection of Information Assets 
Chapter Nine, Cyber Security and System Vulnerability of the accompanying Phase One report 
addresses Cyber Security more generally. Information assets comprise a major focus of security 
plans and actions. Business Practice 9.3 (Electronic Security) addresses FirstEnergy’s Enterprise 
Cyber Security Program. '''  ''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''' 
'''''''' '''''''''' ''' '''''''' '''''''''''''''''''''''''''''''''' '''''''' ''''''''''''' ''''''''''''''''' ''''' '''''''''''''' ''''''''''''' '''''' ''''''''''''''''' '''''''''''''' '''''''''''''''''''''''' 
'''''''' '''''''''' ''' '''''''' '''''''''''''''''''''''''''''''''' '''''''' ''''''''''''' ''''''''''''''''' ''''' '''''''''''''' ''''''''''''' '''''' ''''''''''''''''' '''''''''''''' '''''''''''''''''''''''' 
'''''''' '''''''''' ''' '''''''' '''''''''''''''''''''''''''''''''' '''''''' ''''''''''''' ''''''''''''''''' ''''' '''''''''''''' ''''''''''''' '''''' ''''''''''''''''' '''''''''''''' '''''''''''''''''''''''' 
'''''''' '''''''''' ''' '''''''' '''''''''''''''''''''''''''''''''' '''''''' ''''''''''''' ''''''''''''''''' ''''' '''''''''''''' ''''''''''''' '''''' ''''''''''''''''' '''''''''''''' '''''''''''''''''''''''' 
'''''''' '''''''''' ''' '''''''' '''''''''''''''''''''''''''''''''' '''''''' ''''''''''''' ''''''''''''''''' ''''' '''''''''''''' ''''''''''''' '''''' '''''''''''''''''''''' '''''''''''''''''''''''' '''''''' 
'''''''''' ''' '''''''' '''''''''''''''''''''''''''''''''' '''''''' ''''''''''''' ''''''''''''''''' ''''' '''''''''''''' ''''''''''''' '''''' ''''''''''''''''' '''''''''''''' '''''''''''''''''''''''' '''''''' 
'''''''''' ''' '''''''' '''''''''''''''''''''''''''''''''' '''''''' ''''''''''''' ''''''''''''''''' ''''' '''''''''''''''''''''''''''''''''''' ''''''''''''' '''''' ''''''''''''''''' '''''' 
 
The areas covered by supporting and detailed FirstEnergy policy and other documentation include 
in addition to one specifically addressing the BPU’s Cyber Security Program and ADMS New 
Jersey Procedure: 

• Universal Network Requirements • Internet Access Controls 
• Remote Access Security • Wireless Network Security 
• Universal Cryptographic Requirements • Universal Logging Requirements 
• Transmission System Ops Center • Risk Assessment & Vulnerability Life Cycle 
• Authorization & Authentication • Awareness and Training 
• End-User Info Asset Security • Removable Media and Peripherals 
• Security While Traveling • Document Digital Signatures 
• External Systems and Service Providers • Mobile Phone Requirements 
• Cyber Security Incident Response  • Malware Execution 
• Data Breach   • Denial of Service 
• Website Compromise • Cyber Security Incident Briefing 
• CSIRT Organization Assignments • CSIRT Activity Log 

 
Disaster recovery plans for services provided by Information Technology also exist. Annual 
reviews examine and where appropriate update the detailed steps in disaster recovery and the 
resources needed to restore the infrastructure and systems for which Information Technology has 
recovery responsibility.  
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9. Audits of Information Technology 
Internal Auditing has conducted nearly 40 audits of aspects of Information Technology’s 
operations and performance since the beginning of 2019, many of them addressing application 
creation or revision, system and process controls sufficiency, management of assets, process 
automation, and system and data security. The pre-release reviews of new and changed 
applications have demonstrated sound processes for developing them. Overall, we observed no 
“Poorly Controlled” findings; i.e., requiring immediate attention. Findings of some need for 
improvement came most frequently in the area of system and data security. However, it is clear 
that Internal Auditing has worked closely with Information Technology in identifying and securing 
commitment to needed change.  

C. Conclusions 

1. FirstEnergy’s centralized approach to managing the activities required to provide 
appropriate IT availability and support has promoted efficiency and the application of 
common systems, applications, and planning and development. 

The organization employs a sound division of responsibility, dedicating resources to key areas of 
operations, corporate and support, enterprise-wide, and individual end users. Assigning 
responsibility for transmission, distribution, and customer IT needs promotes specialization that 
reflects their individual needs, and it better ensures that each gets appropriate focus and attention. 
Distinguishing responsibility for enterprise-wide systems and applications, for communications 
systems that support the massive flows of data required to operate in today’s electric utility 
environment, and for supporting use of technology at the individual level (through desktops and 
hand-helds for example) does the same.  
 
FirstEnergy’s approach also enhances the ability to apply common systems, equipment, planning 
and development/application project management, procurement, and other efforts to optimize 
needs identification and their timely and cost effective deployment. 
 
Resources dedicated to IT have fallen significantly. Those reductions began with large reductions 
from the Voluntary Early Retirement Program, offset partially by restoration of a number of 
positions found needed, and then by further small reductions thereafter. Overall costs of the IT 
organization have fallen significantly as well. Costs fell in essentially all categories that drive 
them, including both for internal and contracted work, where one often sees offsets between them 
given variability in work contracted, particularly on larger developments. The cost table above 
shows the substantial impact that charging out of costs to client departments (seen in other cases 
for IT groups in the industry) has on IT costs. However, ignoring the table’s Charges t/f Others 
(FESC & non-FESC) line still produces a significant total IT cost drop over the years included. 

2. IT takes an appropriate approach to identifying and prioritizing user needs. 
Large projects with common utility among the operating companies and corporate and support 
groups significantly drive IT capital projects. However, FirstEnergy is making fiber network 
installations designed to replace reliance on the large outside carriers whose services and 
capabilities have supported operating company and central service provider communications 
network needs in transferring very large amounts of data reliably. We found sound attention to 
addressing JCP&L’s needs in this regard.  



Board of Public Utilities Final Report – Public Version Phase Two of an Affiliates and 
State of New Jersey Information Technology Management Audit of JCP&L 

 

 
February 7, 2023  Page 439 
 The Liberty Consulting Group 

 
More generally, FirstEnergy applies a comprehensive annual planning process that addresses 
system, technology, and capital project prioritization, planning, and budgeting. It includes sound 
measures for tracking pending license renewals at intervals that permit sound analysis of needs for 
continuing the capabilities they provide, of alternatives for replacing them and their relative costs, 
benefits, and risks. Assignment of the hundreds of different applications for which IT has material 
responsibilities to individual directors ensures informed and focused evaluation of their 
capabilities and costs against currently defined needs. Planned replacement programs exist for 
assets regularly requiring change-out, with replacement cycles reviewed. 
 
The planning process aggregates renewal and replacement needs along with other potential needs 
for use in structured, application-assisted processes for analyzing them, prioritizing them, 
forecasting their costs, supporting final commitments, managing/executing needed development 
and other projects, and reporting variances in costs to complete. A formal process for authorizing 
projects divides them into logical categories, requiring financial justification for the categories 
designed to go beyond maintaining existing capabilities - - by improving performance or producing 
“hard” dollar value net benefits.  

3. IT has performed with reasonable effectiveness in planning and executing what it does 
do, but a lengthy period of “austerity” in spending underscores the need for emphasis on 
identifying gaps in capturing benefits from newer technology and approaches. (See 
Recommendation #1) 

The processes described in the preceding conclusion support development of a soundly based and 
properly prioritized IT plan incorporating material user input and clear and well directed process 
guides application solution development. IT engages with the end users in assessing, designing, 
reviewing, approving, and executing IT solutions. Frequent examinations by Internal Auditing 
have confirmed overall soundness of application creation and development, controls sufficiency, 
and asset management. None of these examinations have made findings requiring immediate 
attention, and those less significant gaps found appear successful in securing management 
agreement to needed changes.  
 
We did not find material indication of backlogs or delays in execution on planned and budgeted 
projects. However, we did not find the metrics under which management had been measuring IT 
performance comprehensive, clear, or actionable. Changes made at the beginning of 2021 have 
produced substantial expansion of those metrics, which we found clear and comprehensive. 
 
However, management’s own examination of the potential for improvement in IT made several 
observations of note, among them: 

• Comparatively low spending levels (in or approaching the lowest quartile of a comparison 
group) 

• An historic focus on addressing legacy systems and redundant applications that produced 
a greater than usual (again by comparison) weighting of expenditures toward systems 

• Flat IT expenditures resulting from an extended period of austerity measures. 
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Thus, while, as noted above, costs have actually declined, it is important to ensure at this point that 
cost control has not come by failing to make advances in technology application. Measures like 
the creation and use of the Innovation group in IT point to a current commitment to focusing on 
capabilities beyond those that have had historical focus. The FE Forward initiative also augurs 
well for continued attention to finding ways to better use technology to improve service delivery 
in ways that will produce economy, to expand the capabilities of existing resources to perform, 
and to make service delivery improvements visible to customers.  

D. Recommendations 

1. Provide progress reporting to the BPU on IT-related plans made and progress achieved 
resulting from FE Forward or other programs, initiatives, or activities affecting IT plans, 
forecasts, and budgets. (See Conclusion #3) 

We observed encouraging signs regarding both the measurement of current levels of IT 
performance and attention to examining ways to make better use of it to improve performance 
effectiveness and economy. As with FE Forward more generally, however, much remained to be 
done to turn its goals and objectives into concrete action plans with firm execution/implementation 
schedules. New Jersey has created significant expectations about industry change, management 
has recognized prior austerity in IT expenditures, and the potential exists for material expenditures. 
A loss of emphasis on the IT aspects of FE Forward creates a risk of lost opportunity as well, given 
its in-process nature as we completed this report.  
 
A report to the BPU by the end of the first quarter of 2023 of plans, forecasts of benefits and costs, 
and implementation schedules and progress with respect to changes in IT capabilities would do 
much to promote early understanding of how planned measures support state goals (economic, 
environmental, and otherwise), what service enhancements can be expected, and what customer 
cost consequences are forecasted. 
 
Finally, although not necessary for reporting to the BPU, management should continue the regular 
reporting of metrics begun in 2021. They provide for senior leadership and the board a more useful 
set of data comparing IT performance to objective measures of operations effectiveness. 
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Chapter XVI: Insurance and Risk Management 
A. Background 

This chapter examines the organizations, resources, costs, approaches, methods, and practices that 
operate under the FirstEnergy Vice President and Chief Risk Officer. Enterprise Risk Management 
and corporate insurance comprise major elements of those operations and represent the two main 
groups operating under this executive. Boards of directors, typically operating principally but not 
solely through their audit committees, provide overall oversight and direction of corporate risk 
management. That oversight should incorporate clear policies, procedures, practice requirements, 
and systems and tools, much as do other groups with defined functions to plan, manage, and 
execute. However, a better view of enterprise risk management sees it as creating a framework 
that seeks to promote “ownership” of risk and its management at the organizational or business-
unit levels where it arises - - units such as JCP&L for example. We examined: 

• How FirstEnergy has built and operated under such a framework 
• Where it has located responsibility for ensuring broad participation in risk identification 

and management 
• How it supports the exercise of those responsibilities with training, support, and adoption 

of appropriate methods for assessing and quantifying risks using a common “risk 
language,” tools, and methods 

• How it monitors effectiveness in avoiding undesired risks and in mitigating those necessary 
to meeting business objectives 

• How well risk management incorporates clear and comprehensive identification, 
assessment, and avoidance and mitigation planning and effectiveness monitoring for the 
risks that JCP&L faces in providing electricity delivery service in New Jersey.  

We also examined the resources, methods, and decisions of the group that assesses, procures, and 
administers commercial insurance, purchased, as is common in similar holding company 
structures, for all the business units of FirstEnergy. Our review included a review of means for 
assessing the value obtained from commercial insurance in relation to the costs it requires. We 
sought to verify that commercial insurance lines and amounts have reflected clear risk management 
strategies based on a current, quantitative evaluation of loss and premium alternatives. We 
examined the use of brokers and the processes for ensuring competitive solicitations for new 
purchases and renewals We considered claims made and, if any significant ones, how they have 
affected loss prevention and changes in commercial coverage. We also examined the means for 
assigning and allocating the costs involved to JCP&L, in order to ensure that those means bore a 
close relationship to its risks in common with and different from those of affiliates. 

B. Findings 

1. Organization and Staffing 
FirstEnergy manages and conducts ERM and Insurance activities on a centralized basis, employing 
a separate group (ERM & Risk Control and Insurance) for each. Both had reported to the Vice 
President, Risk & Internal Auditing, who retired effective April 1, 2021. FirstEnergy decided to 
create a Vice President, Chief Risk Officer, reporting to the FirstEnergy CFO. ERM & Risk 
Control and Insurance would come under the new Chief Risk Officer, slated to begin with 
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FirstEnergy in mid-August 2021. The Responsibilities of the two groups remained the same. While 
distinct in roles and responsibilities the two groups work together in matters where ERM and 
decisions about commercial insurance coverage intersect. 
 
The first of the two direct reports to the Chief Risk Officer (the Manager, ERM & Risk Control) 
has responsibility for Enterprise Risk Management. Five employees, four analysts and one 
consultant report to this Manager. Two of the analysts maintain the risk database and support the 
function’s reporting. One analyst has responsibility for maintaining and operating risk modeling. 
The remaining analyst and the consultant work across all functions of the group. 
 
These five group members have significant experience in risk management, each having a 
minimum of 14 years in the field, all with FirstEnergy entities. Their principal training and 
refresher sessions come through attendance at industry conferences and include certification by 
the Project Management Institute as “Risk Management Professionals” (PMI RMP). 
 
The two organizations carrying out these functions employ an overall structure similar to that of 
2017, but on a streamlined basis that has produced significant resource reductions. They have come 
largely from the now gone 15-person group headed by the then Director, Risk Control, following 
elimination of commercial power and energy operations and the significant risks (e.g., credit and 
transactional) that such business creates and that take structured, and significant control systems 
and resources. Excluding that group’s elimination, similar resource levels in the Insurance and 
Enterprise Risk Management functions remain from 2017, with small resources (e.g., credit risk, 
now under Insurance) 
 
The Manager, Insurance leads the second group under the Vice President, Chief Risk Officer. This 
manager’s group has responsibility for corporate insurance and credit risk. It manages assessment, 
placement, and administration of commercial insurance, property-loss prevention, credit risk, and 
the surety bond program. The group’s eight members consist of the Manager, four analysts, two 
consultants, and an intern. 
 
Credit risk management involves independently assessing customer, vendor, and counterparty 
creditworthiness and ensuring adequate cash flow to cover all company liabilities. Credit risk 
management assesses risks to earnings or capital from failure to perform as committed by those 
with whom the business deal. Credit risk management involves a number of activities; e.g., 
coordinating execution of commodity documents, performing credit risk evaluations, approving 
credit limits and exposures, obtaining needed credit enhancements, monitoring those with beneath-
investment-grade credit ratings, and keeping credit risk ratings current with events and changes. 

2. Costs 
The next table shows trends in costs for the organization operating under the Chief Risk Officer. 
This organization has responsibility for insurance activities addressed here and for enterprise risk 
management and insurance. 
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FirstEnergy Corporate Risk Costs 
2017 2018 2019 2020 2021 Q3 2021 Est. $ %

$3,956,385 $3,643,576 $2,978,041 $2,877,723 $2,104,665 $2,806,220 ($1,078,661) -27.3%
($123,260) ($23,134) $351 $56,033 ($229) ($306) $179,294 -145.5%
$329,929 $318,964 $491,549 $230,713 $177,427 $236,569 ($99,216) -30.1%
$45,215 $65,084 $51,663 $13,234 $4,628 $6,171 ($31,981) -70.7%
$7,068 $3,854 $4,597 $99,327 $17,099 $22,799 $92,259 1305%

$3,148,416 $2,517,022 $1,872,168 $3,017,064 $3,437,863 $4,583,817 ($131,352) -4.2%
($241,719) $89,675 $188,205 $481,717 $13,157 $17,542 $723,435 -299.3%

$7,122,033 $6,615,041 $5,586,575 $6,775,811 $5,754,609 $7,672,812 ($346,222) -4.9%
$ ($506,992) ($1,028,467) $1,189,237 $897,001
% -7.1% -15.5% 21.3% 13.2%

$ $774,594 $667,727 $585,370 $927,683 $871,941 $1,162,588 $153,089 19.8%
% 10.9% 10.1% 10.5% 13.7% 15.2% 15.2% 4.3%
$ ($106,867) ($82,356) $342,313 $234,905
% -13.8% -12.3% 58.5% 25.3%

JCP&L Share

JCP&L Share

Change from Prior Year

Other Non-Labor
Professional and Contractor

Total

Change from Prior Year

Payroll, Overheads, Benefits
Charges t/f Others (FESC & non-FESC)

Dues, Fees, Licenses
General Business and Travel

Materials and Equipment

Cost Source
Year 2017-2020 Change

Total Costs

 

3. Enterprise Risk Management Governance and Coordination 
Four principal sources of oversight and coordination of ERM activities exist at FirstEnergy: 

• The FirstEnergy Corp. Board of Directors, operating primarily through its Audit 
Committee, which provides overall direction 

• An executive-level ERM Committee, providing under accountability to the Audit 
Committee, management oversight of risk management activities and adherence to ERM 
policy and program requirements and expectations  

• A Chief Risk Officer, serving as the chair of the ERM Committee and, directing the 
specialists under the Manager, ERM & Risk Control, having responsibility for assisting the 
FirstEnergy CEO, the FirstEnergy Corp. Board of Directors Audit Committee, and the 
ERM Committee by: 
o Ensuring ongoing, candid discussion and communication of risk across the business 

units 
o Examining risk on a coordinated basis across those units 
o Applying an enterprise-wide perspective employing “the company’s overall risk 

tolerance” 
o Securing regular assessment of risks throughout FirstEnergy using a systematic 

approach to identifying and quantifying risks and methods for mitigating them. 
• The business units (which includes JCP&L), having responsibility for: 

o Developing unit-specific risk management processes, procedures, reports and limits 
o Developing additional required policies, subject to ERM Committee approval 
o Performing with Corporate Risk at least annual assessments of business unit risks, 

identifying, ranking, and communicating them, and developing plans for managing 
them 

o Providing their employees with information and training in policy execution 
o Prohibiting activities inconsistent with unit plans and risk management objectives 
o Managing unit credit risk. 

a. ERM Policy 

An overarching policy document has guided ERM governance and performance. At the time of 
our field work addressing risk management (July 2021), a September 2020 Corporate Risk 

I 

~ 

L__ 
~ 
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Management Policy provided that guidance, supported by a series of underlying policies 
addressing specific areas of risk exposure. The Risk Policy Committee (RP Committee) at that 
time (imminently to be renamed as the ERM Committee) was redrafting the Corporate Risk 
Management Policy (to be renamed as the ERM Policy) and preparing a charter to guide its 
operation. As these efforts proceeded through the second quarter of 2021, the Chief Risk Officer 
position remained open, but FirstEnergy announced appointment of a well-experienced risk 
professional and executive slated to begin work in mid-August 2021. As noted earlier, the 
Manager, ERM & Risk Control had previously reported to the Vice President, Risk & Internal 
Auditing, whose retirement began at the beginning of April 2021. 
 
Following restructuring of the top executive position responsible for risk management, FirstEnergy 
remained in mid-2021 still engaged in bringing on the new Chief Risk Officer and reviewing the 
policy document addressing ERM and the charter of the senior-executive committee overseeing 
the ERM program and activities. Thus, FirstEnergy continued at this time to operate under the 
September 2020, enterprise-wide Corporate Risk Management Policy. The policy set forth 
reasonably typical statements of purpose, objectives, and goals, beginning with acknowledgement 
that effective risk management contributes to overall FirstEnergy success by “managing its 
exposure to uncertainty to an acceptable level.” Policy objectives encompass identifying internal 
and external business risks, electing whether to avoid, accept, or transfer them, managing residual 
(post mitigation and avoidance) efforts, and fostering an effective culture for managing risk.  
 
The goals set forth by the policy address a broad range of areas subject to risk, including 
unnecessary costs and liabilities, asset values, risk premiums for energy and related services, 
capital allocation optimization, response to market activity and opportunity, company reputation, 
and successful performance under key indicators. These goals also called for incorporation of key 
processes and activities to manage risk, including implementing management practices to mitigate 
risk, fostering a sound culture by empowering employees to act independently under clear 
guidelines, employing a common risk “vocabulary” to identify and define risks, employing 
approved methods to measure risk, monitoring and systematically reporting on risks, and 
promoting communication and execution of consistent practices for managing risk. 

b. ERM Program Governance and Structure 
The Corporate Risk Policy in use in mid-2021 classified the applicable “Risk Universe” into four 
categories: 

• Strategic: Current or prospective impact on earnings or capital arising from adverse or 
improperly executed business decisions or unresponsiveness to industry changes 

• Operational: Ineffective or inefficient resource use or safeguarding of assets producing an 
adverse impact on meeting objectives 

• Compliance: Failure to comply with applicable laws and regulations leading to adverse 
operations, financial condition, cash flow, reputation, or credibility consequence 

• Financial: Untimely, unreliable, or non-transparent internal or external dissemination of 
financial information or reporting failing to meet stakeholder obligations and expectations. 

 
The Corporate Risk Management Policy required that the Audit Committee approve any changes 
to the document. The policy called for the Chief Risk Officer and the RP Committee (later renamed 
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the ERM Committee) to report to the Audit Committee. The Chief Risk Officer also had to report 
to the full FirstEnergy Corp. board annually on the ERM program and top risks. The Corporate 
Risk Policy gave to two other board committees narrow, specific risk oversight roles 
commensurate with the duties their charters imposed on them. 
 
The Corporate Risk Management Policy required RP Committee membership as a minimum to 
include at least five FirstEnergy executive management team members. Mid-2021 membership 
consisted of the following (listing their positions as titled at the time): 

• Manager, Enterprise Risk Management (interim, pending naming of Chief Risk Officer) 
• Senior Vice President & Chief Legal Officer  
• Senior Vice President & Chief Financial Officer  
• President, FirstEnergy Utilities 
• Chief Ethics & Compliance Officer  
• Chief Human Resources Officer  
• Vice President, Customer Service  
• Vice President, Investor Relations & Communications 
• Vice President, Internal Audit.  

 
A series of risk management policies have specifically addressed risk-related responsibilities, 
requirements, and activities across a range of business operations: 

• FE Utilities Commodity Risk Management Policy 
• FE Utilities Credit Risk Management Policy (Ohio, Pennsylvania, New Jersey, Maryland, 

and West Virginia) 
• FE Corp. Treasury Interest Rate & Short-Term Investment Risk Management Policy 
• FE Corp. Treasury Pension Liability Risk Management Policy 
• FE Corp. Corporate Risk Management Policy 
• Allegheny Energy Supply Wholesale Risk Management Policy 
• FE Corp. Transmission Risk Management Policy 

c. Enterprise Risk Operations 
An enterprise risk database serves as the hub for managing risk and for reporting to the board’s 
Audit Committee and the executive-level ERM Committee. The group maintains a comprehensive 
risk register. The group participates in regular meetings with the corporate and operating company 
risk “owners” to keep the register current, ensuring regular assessment of risk levels (frequency of 
occurrence times occurrence consequence), and of means for mitigating them and gauging the 
residual risk levels remaining after mitigation. The group does so on cycles that differ by risk 
owner. For example, meetings (termed “risk interviews”) with JCP&L take place at least twice 
yearly. They include the JCP&L president and those personnel the president deems material to the 
discussions about risks and mitigating them. Many of the operating risks facing JCP&L are 
common to other or all First Energy operating utilities, but provisions exist for identifying and 
determining management measures unique to an individual operating company. 
 
We examined the agendas and minutes from the RP Committee for the first half of 2021. The 
committee did not meet in 2020. The committee has had nine members most years, dropping to 
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six in 2020. The meetings in 2021 generally included five member attendees. The items and the 
discussion of them appeared to focus more on developmental than on execution matters. We found 
recurring reference to charter preparation and still-pending retention of outside expertise. For 
example, as late as July of 2021, the minutes reflect the following items of discussion: 

• Approval of a draft committee charter and a list (by position title) of future members 
• Renaming of the committee to ERM Committee 
• An update of “next steps in ERM program development, primarily focused on engaging 

external consulting, a proposal to update the risk scoring mechanism, and training of 
business unit leadership” 

• Update on renewal of excess liability insurance renewal 
• Update on timeline for annual Risk Policy Review. 

 
We also reviewed the documentation from the semi-annual reviews of risk management with the 
JCP&L team, coordinated by Enterprise Risk Management personnel. The notes showed 
substantive discussion of particular JCP&L risks. We also examined the existing risk register for 
JCP&L, finding it extensive, comprehensive, structured as anticipated based on the ERM program, 
and reasonably clear in measuring risk likelihood and consequence and in identifying mitigating 
actions. 

d. Risk Appetite 
We found the process for determining and the documentation addressing “risk appetite” fairly 
general. Determining “risk appetite” (the types and amounts of risk an enterprise is broadly willing 
to take in seeking to create value) comprises a key element in managing risks, by linking it to 
development of plans, strategies, programs, and other activities and in measuring effectiveness of 
them. Management reported that senior FirstEnergy leadership “regularly evaluates and sets 
guidance for risk appetite,” but not as of the time of our review and not through a structured process 
that produces specific results. Senior FirstEnergy leadership also decided what types and levels of 
risk to retain, informed Corporate Insurance’s engagement work with brokers to price coverage 
with varying deductibles for use in optimizing risks transfer (insured) and cost (premium spend). 

4. Corporate Insurance 
In determining how to cover risk, the group examines a broad variety of approaches, including the 
use of traditional forms of commercial insurance, owner-controlled insurance programs (OCIP), 
use and size of a Self-Insured Retention and the use of contract provisions to transfer risk. Such 
retentions comprise the amount an insured pays before the insurer responds to a covered loss. 
OCIPs employ a unified plan and purchasing of coverage for those participating to cover a wide 
variety of risks generally covered through separate policies (e.g., general, excess, and umbrella 
liability, workers’ compensation, builders’ risk). Use of contracts to transfer risk include, for 
example, imposing insurance requirements on vendors and managing them, and contractor safety 
programs.  
 
Management uses ratings from A.M. Best to guide its selection of commercial insurers it employs, 
seeking a rating of A or better from this nationally recognized, widely used source. Management 
reports all carriers as having this minimum rating. A.M. Best ratings provide independent, forward-
looking opinions of insurer creditworthiness based on balance sheet strength, operating 
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performance, and business profile, among other factors. The second highest of seven insurer 
financial strength ratings, A.M. Best describes it as “assigned to insurance companies that have, 
in our opinion, an excellent ability to meet their ongoing insurance obligations.” 
 
Management’s practice calls for its brokers to solicit bids when placing all major coverages. 
Placements involve competitive bidding, except for those offering no alternatives (e.g., Nuclear 
Property Insurance) and those difficult to replicate (e.g., Excess Liability). Management and the 
brokers evaluate those programs not competitively bid for effectiveness in transferring risk and 
optimizing pricing options, such as coverage limits and Self-Insured Retention. The Insurance 
group employs the services of two major, widely used brokers, who solicit, evaluate, analyze, and 
make recommendations regarding insurance:  

• ''''''''''' for liability, directors & officers, fiduciary liability, crime, and excess workers 
compensation coverage 

• '''''''''''''''' for Cyber, property, and nuclear coverage. 
 
The two brokers have worked with FirstEnergy for more than two decades each. JCP&L may 
request different coverage, working through the Corporate Insurance group to ensure no coverage 
overlap, but has not done so. 

a. Commercial Insurance Coverage 
The Insurance group considers loss history and expectancies, benchmarking, and analytics to 
determine the optimum levels of commercial insurance coverage, self-insured retentions, 
premiums, and policy durations. It reviews recommended purchases with FirstEnergy leadership 
before making them. The next chart shows the commercial insurance coverage maintained since 
2015. Changes have occurred in the number and identity of providers and coverage levels as 
management has continued to examine risk levels and market alternatives, terms, and conditions 
for addressing them. 
 

FirstEnergy Commercial Insurance Coverages 
(table is confidential) 

 
 
Self-Insured Retention amounts under these coverages have remained constant since 2016, with 
the exception of Fiduciary Liability coverage, which dropped to its current level from '''''''''''''''''''''''' 
in 2016. Retention amounts by program are: 

• Cyber '''''''''''''''''''''''' 
• Directors & Officers Liability '''''''''''''''''''''''' 
• Fiduciary Liability '''''''''''''''''''''''' 

--

Coverage 
2016 2017 2018 2019 2020 2021 • 

-- --
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• Liability '''''''''''''''''''''''' 
• Nuclear Property '''''''''''''''''''''''' 
• Property '''''''''''''''''''''''' 
• Workers’ Compensation ''''''''''''''''''''''''. 

 
Management has cited a holistic application of loss experience and expectancy, market conditions, 
and budget expectations as criteria for determining how to employ each line of insurance to 
maximize the efficiency of risk transfer. Management cited, for example, significant loss activity 
in the past decade in the liability, directors and officers, and property lines, leading to priority on 
maintaining coverage limits and terms “at the expense of higher premiums and changes in 
retention.” The next table summarizes commercial insurance costs FirstEnergy-wide for recent 
years. Total values represent annual amortized insurance premiums including discounts and 
insurer distributions.  
 

FirstEnergy Commercial Insurance Costs 
(table is confidential) 

 
 
The next table shows the JCP&L share of costs by program and the basis for allocating each 
program’s costs to the FE entities involved. 
 

----
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JCP&L Share of Commercial Insurance Costs 
(table is confidential) 

 

 
Directors & Officers liability premiums have increased substantially for public companies in 2020 
and 2021, but by much more for FirstEnergy as discussed below. The industry has experienced 
growth in liability premiums as well, but FirstEnergy’s 2021 increase of about ‘’’ percent well 
exceeds the somewhat less than 10 percent being experienced in the industry as 2021 progressed. 
 
Since 2019, the Insurance group has used a commercial application to track insurance policies and 
data that includes factors such as expiration date, coverage limits, and Self-Insured Retentions. 
FirstEnergy does not employ any key performance measures to assess insurance cost and 
performance effectiveness. 
 
A February 2021 “Portfolio Analysis Risk Financing Optimization” conducted by a leading firm 
provided an analysis of risk financing optimization. The analysis considered the range of 
commercial insurance employed by FirstEnergy: 

• Directors & Officers • Cyber Liability • Fiduciary Liability 
• Workers Comp • General Liability • Auto Liability 
• Property • All other Perils  

 
The analysis began with using FirstEnergy risk profile that provided an evaluation of the 
enterprise’s propensity for loss before and after insurance (i.e., ground-up versus 
retained/transferred loss profiles). This analysis departed from the more traditional Total Cost of 
Risk approach, which comprises three components: (a) expected size of loss amounts retained, (b) 
premiums, and (c) administrative costs. The analysis used an Economic Cost of Risk approach, 
which adds to these three elements a value reflecting the possibility of unexpected loss (e.g., losses 
exceeding coverage limits).  

■ 
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The resulting baseline analysis of the corporate insurance program assessed insurance program 
efficiency and sought to provide insight into the setting of appropriate insurance limits. The 
analysis found that FirstEnergy’s purchase of insurance reduced its overall risk costs ''''''''''''''' 
'''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''' net of insurance costs including 
distributions and credits from its insurers. The analysis also addressed insurance efficiency, finding 
it at a ''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''', again considering premium costs after distributions and credits. 
The firm’s modeling assessed FirstEnergy’s capability to bear risk at '''''''''''''''''''''''''''''''' 
'''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''.  
 
Efficiency levels of FE’s insurance varied by program. With a level of 100 percent as the threshold 
for producing efficiency in risk transfer, property insurance ''''''’’''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''' 
''''''''''''''''''''''''''''''''''''''''''''''''''''''''''' '. Workers Comp efficiency '''''''''''''''''      ''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''' and 
Directors & Officers at ‘’'     '''''''' . The firm, however, found the inefficiency in Workers Comp 
(rated at ‘’’ percent efficient) fairly common, given the statutory foundation of that program and 
Directors & Officers (rated at ‘’’ percent efficient) within its recommended range, given challenges 
in the current market for that coverage. The analysis cited two areas as specifically subject to 
potential savings: 

• '''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''' 
• '''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''' '. 

Management analyzes changes in coverage limits, retentions, and terms when commercial 
protections come due for renewal. That analysis led to no changes in the following lines about 
which the February 2021 made efficiency findings. Management’s analysis found the size of 
premium savings attainable insufficient to warrant changes: 

• Reducing cyber limits 
• Increasing fiduciary retention and reducing limits  
• Improving workers comp efficiency  
• Improving directors and officers efficiency. 

The next table shows that, apart from D&O insurance, '''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''' 
'''''''''''''''''''''''''''''''''''''''''''''''''' ' (provided subsequently to the amounts shown above). However, the table 
shows that the ''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''’’'''''''''''''''''''''''''''''''''''''''''''' for some years in D&O 
insurance continued through 2021, as circumstances previously associated with commercial power 
and energy business financial failure became augmented by events following the 2020 
announcement of the federal criminal investigation and following events and circumstances. 
 

Changes in Insurance Line Costs 
(table is confidential) 

 

-

■ 
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b. Captive Insurance Company 

As do many large corporations, FirstEnergy has set up a captive insurance operation. FirstEnergy 
set up its FirstEnergy Captive Cell through Energy Insurance Services (EIS), a wholly owned 
subsidiary of Energy Insurance Mutual (EIM). EIM makes membership available to utilities and 
energy services providers meeting its underwriting standards. EIM or its subsidiaries focus on 
providing excess liability insurance to members, now providing coverage to more than 160 
companies in the United States and beyond. EIM has operated for more than 35 years since its 
founding following a meeting among 67 electric companies convened to address a scarcity in 
commercial underwriters of excess general and directors & officers liability coverage. 
 
EIS operates as a sponsored cell captive insurance company that makes itself available only to 
EIM members. EIM permits EIM members, which include FirstEnergy Corp. to establish Mutual 
Business Programs (MBPs) to meet specific member needs, with each MBP separated from others 
formed under EIS. EIS has designated the cell in which FirstEnergy participates as MBP 2. EIS 
manages MBP accounting, administrative and compliance functions, with all policies issued 
oversight by the South Carolina Insurance Commission. No other entity shares FirstEnergy Corp’s 
interest in the MBP, but insureds under the policies written can include its subsidiaries. 
 
Neither FirstEnergy Corp. nor any other entity made any investments or payments, apart from 
premiums for insurance, to the captive for at least the past 20 years. FirstEnergy has procured 
substantial coverages through the captive insurance '''''''' ''''''''''''''''''''''''''''' '''''''''''''''''''''. ''''''''     '''''''''' 
''''''''''''''''''''''''''''''''     '''''''''' '''''''''''''''''''     '''''''''' ''''''''''''' '''''''''''''' from policies in effect for 2016-2017 to those 
for 2020-2021 - - moving from ''''''''     '''''''''' ''''''''''' of total coverage limits between the two years. 
The table’s values exclude EIM’s portion of 2018-2019 property coverage provided under another 
lead insurer. 
 
EIM has made substantial returns to its members in recent years, as the next table summarizes. 
Those returns have been driven largely by returns on investments that EIM has made. Those returns 
averaged 6.3 percent for the five years ending December 31, 2020. The accompanying table below 
shows them by year. 
 

Captive Insurer Distributions and Returns to Members 

Reporting of EIM’s second quarter 2021 financials shows stronger performance, with a surplus of 
$1.28 billion, investment income of $71 million, and essential balance between underwriting 
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revenues and expenses (the latter comprised predominantly of reserves for losses and loss 
adjustments). EIM made a March 2021 distribution of $50 million to members. 
 
The only reported distribution reported since 2019 amounted to ''      '''''' ', paid in October 2021 
and arising in connection with issuance of a new liability policy. Management reported that it 
allocates gains, losses, distributions, and other financial results produced through particular lines 
of insurance using the same factors applied in allocating the costs for such insurance. It allocates 
proceeds from general results using a general allocator. 

c. Damage Assessment and Prevention 
Primary responsibility for identifying and mitigating personal injury and property damage risks 
lies with the group most directly responsible for operations that produce those risks. The Claims 
organization works with the operations groups to investigate incidents. A Manager, Contractor & 
Public Safety, part of FE Utility Operations, coordinates preventive outreach and education, 
working with External Affairs, Communications, and Operations personnel. Industry peer groups 
(e.g., the Utility Public Safety Association and the Edison Electric Institute Public Safety Working 
Group) provide resources to aid in efforts to address public risks. 
 
Public outreach takes many targeted forms, among them: 
Public Safety Outreach Programs: 

• Conducted in 2021 
o At Risk Contractor Web and Mail Based Program  
o First Responder Web and Mail Based Program 
o K-6 School Age Web and Mail based program 
o Public Safety Software Platform 
o In Person First Responder Program-Live Wire Electrical Safety Trailer 
o In Person School Age Program (4th grade students) - - June 2021 pilot program  
o Stop.Look.Live activity book for K-6 
o Public Safety Brochure-The Power of Safety 
o Public Safety External Stop.Look.Live Website 
o Bill Inserts-‘Downed Wire’ Public Safety Message 
o Bill Inserts-Quarterly Public Safety Message Insert 
o Media Ad Campaign-Electrical Safety Outreach (digital advertising, billboards, radio, 

broadcast. Paid social- in feed video, media markets) 
• Planned for Roll-Out in 2022 

o K-6 Outreach YouTube Video – Moore Syndication  
o Drone Safety Campaign 
o Live Wire Electrical Safety Trailer Video 
o Down Power Line Safety- Line on Your Vehicle 
o Electrical Safety Tips Video  
o Contractors Exposed to Overhead Risks-Targeted Mailer Culver 
o Fiber Optics Installation Contractors-Targeted Mailer Culver 
o Tree Workers and Landscapers- Targeted Mailer Culver 
o Primary Campaign Effectiveness Research-Culver. 

-
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d. Non-Distribution Utility Work by Corporate Insurance  
The 2021 objectives of the Corporate Insurance group include a number that appear to concern 
non-utility or non-JCP&L operations. Our review of them found appropriate efforts to assign their 
costs to entities other than JCP&L. Examples included: 

• Closed plant inspection program - - program examines property risk loss control at ten 
closed generating stations, none involving JCP&L, which will bear no costs for the 
inspections 

• Property loss control program 
• Solar Project loss control opportunities - - Corporate Insurance analysis of risk factors 

involving a potential West Virginia solar project; cost collectors used assign no costs to 
JCP&L 

• Wind down of expired nuclear OCIP - - assistance in resolving the last claim under a 2019-
cancelled workers compensation insurance program for nuclear outage work, with no costs 
charged to JCP&L 

• Managing securities class action and shareholder derivative claims resulting from the DOJ 
investigation. 

 
The reduction in the generation fleet has led to a shift in the property loss control program from 
production facilities. Management plans to add high-value transmission and distribution locations 
to its program of inspections seeking opportunities to property risks.  
 
Securities class action and shareholder derivative litigation has followed the investigation by the 
U.S. Attorney’s Office for the Southern District of Ohio (See the Organization and Executive 
Management and Governance chapter of this Phase Two report which addresses the Request for 
Proposal’s review of major litigation). Corporate Insurance assists in coordination of filing the 
claims under the directors and officers liability policy. FirstEnergy uses the Multi-Factor allocator 
to distribute the costs of this policy, producing 2021 costs to JCP&L through November of 
‘’’’’’’’’’’’. Management has reported that Corporate Insurance charged in the fourth quarter of  
2020 only a nominal amount (roughly ’’’’’’’’’) directly to actions associated with the U.S. 
Attorney’s Office investigation.  

5. Risk Assessments 
Corporate Insurance has participated in a Public Safety Working Group since its 2020 inception. 
Corporate Insurance also works with one of the principal carriers in conducting periodic risk 
assessments of operating company third-party liability risks.  
 
We reviewed the most recent such assessment, prepared October 5, 2020. This assessment made 
eight suggestions, none of them high priority. We found the assessment comprehensive in 
identifying operating risks and reasonably detailed, encompassing a broad range of operations 
areas. The examination found no or at most a few moderate risk reduction suggestions. The subject 
areas addressed included: 

• Substation Design, Construction, Inspection • Vegetation Management 
• Distribution Design, Construction, Inspection • Pole Inspections 
• Transmission Design, Construction, Inspection • Public Safety and Awareness 

- -
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• Joint Pole Use Practices/Ownership  • Call Handling Practices and Procedures 
• Downed Wire Dispatch Procedures • Environmental Programs 
• Occupational Safety • Contractor Safety Review and Evaluation 

 
Corporate Insurance also uses a large provider of third-party vendor safety verification to ensure 
that vendor certificates of insurance demonstrate inclusion of all required coverage. The 2020 
assessment discussed a prior one from five years earlier. That 2015 assessment made seven 
suggestions, six of them high priority. Management implemented five of them. The two noted as 
not accepted and implemented comprised: 

Consider the benefits of properly grounding perimeter chain link fence and barbed wire 
strands to meet the requirements of NESC Rule 092.E. A low resistance grounding 
connection is necessary. 
Ensure that line patrolmen and other operations employees are trained to identify and report 
improperly configured anchor guys. Anchor guys must be grounded or insulated. Once 
reported, establish scheduling guidelines for correcting these defects. 

 
Management determined that its procedures and practices conformed to the National Electric 
Safety Code Rule 092.E fence-grounding requirements, providing secure connections to corner 
fence posts that connect directly to the substation ground grid. Management also noted that its 
distribution inspection and maintenance program and practices (addressed in Phase I Chapter IV, 
Asset Management) make pole guying a required inspection element and that training in this 
program for employees performing overhead line inspections occurs, most recently at JCP&L in 
November 2021. 

C. Conclusions 

1. Staffing in the risk organization fell after elimination of commercial power and energy 
operations from FirstEnergy’s business operations. 

ERM and Insurance staffing have remained stable in recent years, but total risk organization 
staffing has fallen largely due to the elimination of a 15-person group headed by a Director, Risk 
Control. FirstEnergy’s needs in that area fell after the bankruptcy-induced transfer of FirstEnergy 
Solutions power and energy assets and operations. Our examination of the ERM and Insurance 
groups showed their activities typical of those expected, given their responsibilities. It may be that 
the agenda facing the new Chief Risk Officer will strain the ERM resources available, at least on 
a temporary basis as the ERM framework, programs, tools, and activities proceed through 
development, but we saw no immediate reason for concern, particularly given the availability and 
expected use of consulting assistance. 

2. FirstEnergy has made positive changes in organizational focus on and experience in 
Enterprise Risk Management. 

With its Vice President, Risk & Internal Auditing retiring after more than two decades of 
FirstEnergy service, management decided to separate executive responsibility for internal auditing 
and for risk management. Combining this separation with appointment of an individual with a long 
management and executive record of accomplishment focused on risk management. improved both 
the focus and the experience brought to ERM. At the same time, FirstEnergy has maintained as 
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staff of reasonably experienced risk professionals to assist in providing consistent, objective, and 
complete assessment, identification, and quantification of risks, supporting concrete plans to 
mitigate or avoid them and to remain abreast of changing conditions affecting those risks and 
mitigation and avoidance effectiveness.  

3. FirstEnergy has been slow to develop a structured approach to defining and expressing 
its appetite for risk in a manner consistent with emerging practice. (See Recommendation 
#1) 

Management reported what appears to be a comparatively unstructured approach to assessing and 
developing a risk appetite for use in establishing business objectives, identifying and choosing 
from among alternative strategies for meeting them, setting clear measures and triggers, and for 
monitoring performance and business context to make adjustments in strategies employed. 
FirstEnergy’s major setbacks related to the operations of its commercial power and energy 
operations and to conduct that produced extensive executive and senior management departures 
and a deferred prosecution agreement, have caused it severe disruption in the nature of its business 
operations, its finances, and its reputation.  
 
Management should make use of more structured and formal approaches and processes for 
developing and using a sufficiently scoped, defined, and specific appetite for risk. 

4. FirstEnergy’s ERM framework and its execution appropriately assign ownership of 
business risks to those whose operations affect and are affected by it, producing sound 
engagement of JCP&L leadership in management of its risks. 

Assigning to JCP&L key responsibilities for assessing, identifying, quantifying, and addressing its 
risks comprises best practices. Our review of semi-annual assessments of risks engaging JCP&L 
management and coordinated by central ERM resources and of the roster of New Jersey utility 
risks showed them to be broad, comprehensive and well structured. 

5. Commercial insurance acquisition has occurred through a comprehensive set of 
processes and actions that produce economical results. 

Management regularly assesses markets and offerings, seeking to balance key terms (such as 
coverage limits and retained amounts). Management makes effective use of brokers with whom it 
has long experience and who operate as leaders in the industry to assess market changes and the 
competitiveness of offerings in the product lines it considers and uses. It benchmarks the product 
lines in which it makes purchases, including pricing. All renewals consider competitive offerings, 
using the services of its brokers. Management has used a captive cell, arranged through 
membership in a mutual enterprise that makes membership available to utilities and energy 
services providers to secure some excess liability coverage.  

6. The costs allocated to JCP&L for D&O insurance include a substantial sum related to 
FirstEnergy risks not related to those that ownership and operation of JCP&L have 
produced. (See Recommendation #2) 

Overall D&O insurance premium increases ran in the range of 40 percent in 2020. Measures of 
annual increases taken at each quarter for 2021 showed annual increase rates beginning in the 
range of 25 percent, then decreasing to 10 percent and then less as 2021 progressed. FirstEnergy’s 



Board of Public Utilities Final Report – Public Version Phase Two of an Affiliates and 
State of New Jersey Insurance and Risk Management Management Audit of JCP&L 

 

 
February 7, 2023  Page 457 
 The Liberty Consulting Group 

increase has proven much larger in these two years - - by 81 percent in 2020 and in 2021 (per the 
immediately preceding chart) by 119 percent. There is no reason for attributing any portion of that 
differential to JCP&L utility operations.  
 
Taking total FirstEnergy 2019 D&O costs as a base and escalating them by more typical rates of 
40 percent in 2020 and 2021 produces an imputed cost of ‘’’   ’’’’’’’’. Applying 2021’s JCP&L 
allocation factor of 15.31 percent to those costs produces ‘ ’’’’’’’’’’’ ‘’’’’’’’’’’’ less than and 42 
percent of the costs actually born by JCP&L. Given the circumstances involving FirstEnergy 
Solutions, it may also be the case that 2019 costs already include a cost premium having to do with 
factors outside those affecting the D&O risks that JCP&L has imposed on FirstEnergy. 
 

Changes in Insurance Line Costs 
(table is confidential) 

 

D. Recommendations 

1. Adopt and continuously employ a structured approach to determining appetite for risk 
and use it to guide the establishment of objectives, the identification of and selection from 
among strategies to meet those objectives, and monitor performance and the external 
business environment to identify the need for strategy revision. (See Conclusion #3) 

COSO (the Committee of Sponsoring Organizations of the Treadway Commission) offers an 
extended and illustrative guide addressing the criticality of a well-defined and applied risk appetite 
in charting a path to success. Its May 2020 “Risk Appetite – Critical to Success” explains how to 
take risk appetite formulation and expression to a form and in a nature that can make it an important 
contributor to forming and analyzing alternative strategies, setting objectives and strategies, 
measuring and setting trigger levels for threats that emerge in executing them, monitoring 
performance, revisiting risk appetite and strategies when they become imbalanced, and tangibly 
addressing changes in the business and the environment in which it operates. 
 

2020 2021 

lusw-auce Line 
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Risk Appetite Development and Application 

 
 
Senior leadership clearly does, as responses to our data requests indicate, engage in providing 
guidance about risk appetite. Those responses go on to imply that an intent to provide that input 
through a more structured process of development and in ways more directly considerable, 
executable, measurable, and adaptable. An approach like that described above serves as a sound 
starting point for FirstEnergy development of an appropriate means for determining and applying 
risk appetite. 

2. Restructure the basis for allocating D&O insurance costs to JCP&L to avoid charging it 
amounts arising from risks to which it does not contribute. (See Conclusion #6) 

The very high premium that FirstEnergy has paid and continues to pay for D&O insurance relate 
to risks that do not arise from JCP&L ownership or operation. D&O insurance rates have risen 
across industry, but by much lower factors than FirstEnergy has experienced across a period beset 
by risks that arise at the parent level, from non-utility operations, and litigation following the 
events and circumstances exposed at the time of and arising subsequent to awareness of the 
Deferred Prosecution Agreement. Continued use of a general allocator to charge JCP&L for D&O 
insurance has caused it to bear costs both well in excess of general rates of increase for such 
insurance and for reasons to which it does not contribute.  
 
Ideally, FirstEnergy should charge JCP&L amounts consistent with those of a panel of large 
enterprises that consist overwhelmingly only of distribution utilities. It is not clear, however, that 
creation of such a panel having transparent insurance pricing per unit of coverage can be 
constructed. If it can, FirstEnergy should use it to establish pricing for JCP&L. If it cannot, then a 
rising FirstEnergy should (for use in any BPU proceeding or matter of ratemaking consequence): 
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• Identify and justify for BPU review a reputable source (its own brokers are potential 
candidates, given their strong position in the relevant marketplace) for determining general 
rates of premium increase each year since 2019 and going forward 

• Apply those rates to those actually paid in 2019 
• Limit rate recoverable amounts for D&O insurance premiums to amounts generated by 

applying 2019 actual premiums so escalated. 
This approach should apply until such time as the company can demonstrate that a substantial 
penalty in premiums for D&O insurance no longer exists. As of 2021, application of this approach 
would indicate a reduction of between ''''''     '''''''''' ''''''''''''     '''''''''''' in annual JCP&L costs for 2021 
were there any proceeding or matter of ratemaking consequence. 
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Chapter XVII: Legal Services 
A. Background 

FirstEnergy provides its entities legal services through a central organization (FE Legal) headed 
by a Senior Vice President & Chief Legal Officer (Chief Legal Officer). The organization has 
undergone significant change due in significant part to the events and circumstances made public 
by and following the mid-2020 reporting of the criminal investigation by the office of the U.S. 
Attorney for the Southern District of Ohio (U.S. Attorney). Chapter XII, External Affairs - - The 
“DOJ Investigation” of our Phase One report discusses that investigation and its aftermath. The 
period following that reporting also brought significant outside counsel costs associated with the 
U.S. Attorney’s criminal investigation, FirstEnergy’s own investigations, and defense of resulting 
legal actions. 
 
This chapter examines the structure, operations, resources, costs, and effectiveness of FE Legal in 
serving JCP&L directly and by serving those central FirstEnergy organizations on which JCP&L 
relies. It examines the charging, assignment, and allocations of legal costs, serving in that regard 
also as a sample for testing these methods that bring affiliate costs to JCP&L. (The Affiliate 
Relationships and Cost Allocation Chapter of this Phase II report addresses allocations more 
generally). Our examination of costs also provided a means for testing the measures taken by 
management to avoid inappropriate charges to JCP&L for costs associated with the U.S. 
Attorney’s Office investigation, resolution of criminal charges, FirstEnergy’s own reviews and 
examination of the matters and circumstances involved, and related reviews by other regulatory 
agencies, such as the FERC and the U.S. Securities and Exchange Commission. 

B. Findings 

1. FirstEnergy Legal Organization 
The Senior Vice President & Chief Legal Officer (Chief Legal Officer) has overall responsibility 
for legal functions across all FirstEnergy companies and operations. The holder of that position 
came to FirstEnergy in January 2021, following the involuntary “separation” of the top two legal 
executives. FirstEnergy separated its chief legal officer and the general counsel and chief ethics 
officer (who reported to the former) in November 2020, “due to inaction and conduct that the board 
determined was influenced by the improper tone at the top.” The Deferred Prosecution Agreement, 
addressing a criminal wire fraud charge against FirstEnergy describes underlying executives’ 
actions, the factual accuracy of which FirstEnergy acknowledges. However, the company has 
denied requests for descriptions of the specific facts and circumstances for which terminations of 
and separations from employment have occurred. 
 
The current incumbent, whose organization the following chart depicts, has responsibility for legal 
affairs, internal auditing, and, in conjunction with the board of directors’ audit committee oversight 
of ethics and compliance. The Internal Controls, SOX, and Auditing Chapter of this Phase Two 
report explains the split reporting relationship of Internal Auditing to the FirstEnergy Corp. Board 
of Directors, acting principally through its Audit Committee, and to the Chief Legal Officer 
administratively. We found such a split both typical and appropriate, as that chapter describes, but 
believe that both best practice and the particular circumstances of FirstEnergy call for moving 
administrative reporting of Internal Auditing to FirstEnergy CEO. 
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Chapter XIII, External Affairs Organizations of the Phase One report also addresses the creation 
of revamped Regulatory Affairs organization led by an attorney holding a top-level executive 
position directly under the FirstEnergy Corp. CEO as well, responsible for an organization that 
combines the legal and technical resources responsible for managing relationships, 
communications, and matters before regulatory authorities. FirstEnergy has dispersed those 
functions across far too wide a group of responsible organizations. The significance of that move 
for FE Legal arises from the movement of the group of attorneys responsible for state utility 
regulatory proceedings for the operating companies, including JCP&L. This chapter’s examination 
addressed that group, but, from a prospective basis, the Phase One report sets forth our conclusions 
and recommendations with respect to its location and operation.  
 
The following chart shows the organization of these functions through mid-2021. Risk 
management moved at that time from under the Vice President, Risk & Internal Auditing the 
organizations headed by the FirstEnergy CFO.  
 

FirstEnergy Chief Legal Officer’s Organization 

 
 
We found the legal organization in the midst of significant change at this time; we therefore 
updated it more fully than we did for most other functions, for which mid-2021 reflects the vintage 
of most data we considered for the Phase Two areas we examined. Note, however, that comments 
to the draft of this report state the number of resources under the chief legal officer has essentially 
doubled since then. The change did not materially affect the number of direct reports to the Chief 
Legal Officer at present, although plans call for resource additions for handling state utility 
regulatory matters are planned. The changes in titles, responsibilities, and resources for them, 
moving from left to right in the chart include: 

• Acting Managing Counsel (15 resources), now reportedly named as an Associate General 
Counsel, with one person added 

• Associate General Counsel (8 persons) no personnel change  
• Lead Counsel (28 resources), now Associate General Counsel, personnel growth to 69 
• Associate General Counsel (11 resources), personnel reduction to 8 
• Corporate Secretary and Associate General Counsel, no resource changes 
• Internal Audit, no resource changes 
• Vice President, Chief Ethics & Compliance Officer, no resource changes. 

a. Background to Changed Responsibility for Rate and Regulatory Legal Matters 
The attorney who manages the group that oversees operating company state regulatory legal 
matters, organized largely under state-based teams that support each other when a particular 
company’s needs require. The Acting Managing Counsel position followed the February 2021 
separation from employment of the Associate General Counsel, State Regulatory. The separation 
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of that Associate General Counsel came as a result of inaction with respect to a 2015 amendment 
to a consulting agreement that began in 2013. The “Statement of Facts” accompanying the 
Deferred Prosecution Agreement, acknowledged as true by FirstEnergy Corp.’s CEO illustrate a 
long-term and profound failure to meet basic standards under which the utility regulatory process 
should operate, specifically: 

• A 2015 amendment a 2013 consulting agreement financially benefitting an individual 
“…coincided with and was made in exchange for [the individual’s] industrial group 
withdrawing its opposition to a 2014 PUCO Electric Security Plan settlement package 
involving FirstEnergy Corp.’s Ohio electric distribution subsidiaries” 

• The amendment increased the individual’s retainer and supplemental payments through 
2024 

• FirstEnergy Corp. made payments in accord with the amendment through June 2018, 
although it appears to have gone unexecuted 

• Invoices under the agreement were structured to avoid the required internal levels of 
approval for the amounts involved 

• By December 2018, the terms of the amended agreement covered $4,333,333, but with no 
obligation for FirstEnergy Corp. to pay them 

• On December 18, 2018, one day after the individual forwarded an announcement of the 
intent of the Public Utilities Commission of Ohio to seek a new Chairman, company 
executives discussed the remaining payments under the agreement 

• Thereafter, “certain FirstEnergy Corp. executives pushed to have [the individual] 
appointed as the PUCO chairman” 

• The individual received payment of the remaining $4,333,333 under the amended 
agreement in January 2019. 

• The individual received an appointment as PUCO Chairman on February 4, 2019. 
 
The FirstEnergy Cop. CEO has acknowledged that: 

FirstEnergy Corp. paid the entire $4,333,333 to Company 1 for Public Official B’s benefit 
with the intent and for the purpose that, in return, Public Official B would perform official 
action in his capacity as PUCO Chairman to further FirstEnergy Corp.’s interests relating 
to passage of nuclear legislation and other specific FirstEnergy Corp. legislative and 
regulatory priorities, as requested and as opportunities arose. 

The failure to adhere to fundamental notions of proper behavior in 2018 and 2019 were profound. 
Moreover, the roots and their connection to legal and regulatory performance extended back years 
earlier to an agreement amendment questionable in its own right. 

b. Current Responsibilities for Rate and Regulatory Legal Matters 
The change from Acting Managing Counsel to permanent, Lead Counsel position in September 
2021 came with no change in the incumbent. Her work prior to these two management roles 
focused on New Jersey matters. The state regulatory legal resources have aligned largely by state 
and continue to do so. At the time of this report, this group also had responsibility for regulatory 
matters involving a several thousand customer New York electric distribution operation. 
Pennsylvania-based FE operating company Penelec provides these upstate New York customers 
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service, pending a transfer to a New York-based electric cooperative in process at the time of the 
preparation of this report. 

c. Other Legal Department Work Groups 
The 8-person Associate General Counsel’s group (second from left in the preceding organization 
chart) includes four attorneys (and one vacant attorney position at the time of the preparation of 
this report, noted by management as filled subsequently) and two legal specialists. This group 
handles federal regulatory legal matters, consisting largely of transmission and Federal Energy 
Regulatory Commission matters. 
 
The 69-person Associate General Counsel’s group (third from left in the preceding organization 
chart) has responsibility for labor, real estate, environmental, litigation, bankruptcy and claims 
matters. The group includes four attorneys who report to the Associate General Counsel, one for 
labor matters. One of the direct reports, a Supervising Counsel manages two lawyers and two Legal 
Specialists (with an additional attorney position open) who specialize in matters involving 
emerging technology, litigation and products. 
 
A 53-person Claims group under the Director, Claims (later changed in title to the Manager, 
Liability Claims) formed the largest group under this Associate General Counsel, with 
management’s comments to this draft report noting that the number has since fallen to 46. This 
group increased from 16 earlier in 2021. The reports to the group’s lead include: 

• A 12-person collections group (up from 8, but reportedly down to 11 subsequent to the 
preparation of this report) under a Supervisor, Claims 

• Four additional Supervisor, Claims positions, each with staffs from six to 9 and responsible 
for liability claims. 

The four supervisors had been managed locally previously, for example, in New Jersey under the 
Operations organization. 
 
This Associate General Counsel also manages a six-person group headed by the Manager, 
Information Compliance. The Records and Information Management chapter of this Phase Two 
report describes our review of records management. That group moved from the next group. 
 
The other 8-person Associate General Counsel’s group (fourth from left in the preceding 
organization chart), now down from a former 11 positions, focuses on corporate, commercial 
transactions and information compliance matters. The staff includes three attorneys, two Legal 
Specialists, and an open position for a Director, Records & Information. 
 
The 5-person Corporate Secretary and Associate General Counsel’s group continues in the same 
role, as does Internal Audit, each with no resource changes since earlier in 2021. The reports to 
the Vice President, Chief Ethics & Compliance Officer now include Director, Ethics & 
Compliance and a person on special assignment, with open positions for A Manager, Ethics & 
Compliance and a Manager, Ethics Compliance Training & Communication. 
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d. 2016 Legal Organization 

The organization of legal affairs has changed substantially since 2016. At that time, an Executive 
Vice President, Markets & Chief Legal Officer headed a more than 550-person organization 
responsible for a variety of functions. The six executives reporting to this Executive Vice President 
included a Vice President & General Counsel, with a staff of 71. The other groups under this 
Executive Vice President in 2016 included: 

• Vice President, Rates & Regulatory Affairs -- - 60 persons 
• Vice President, Corporate Security and Chief Ethics Officer - - 164 persons 
• President FirstEnergy Solutions - - 128 persons 
• Senior Vice President, External Affairs - - 99 persons 
• Senior Vice President, Strategy - - 32 persons. 

 

2. Legal Staffing Changes 
The next table summarizes staffing changes in the FE Legal organization well into 2021, when 
this report was prepared. 
 

FE Legal Staffing Resources 

2017 2019 2021 # %

Lead Counsel State Regulatory1 27 17 15 -12 -44%
Claims 19 15 16 -3 -16%
Information Compliance2 9 5 6 -3 -33%
Ethics and Compliance 4 4
Internal Audit 30 20 20 -10 -33%
Other Legal 31 30 31 0 0%
Total 116 87 92 -24 -21%

Year Change

   1  State Regulatory group has added 2 persons in 2022 with 5 positions still open

Function

 

3. Legal Costs 
Legal’s budget process aligns with FirstEnergy’s overall budget process and timing. Legal 
budgeting builds from a cost compilation consisting of seven actual months (e.g., ending July) of 
actual costs and a five month forecast, incorporating expected changes for the coming budget year. 
Corporate Business Services from Finance provides a template categorized by each Associate 
General Counsel for completion by the Legal group’s Advanced Legal Specialist, who coordinates 
the Legal department’s budgeting process. The Associate General Counsels and the Lead Attorney 
examine their portions and the General Counsel reviews the compilation of them. Completed 
templates go back to Corporate Business Services for review and a check for consistency with 
expected results. Overall results by department then flow through the same steps that apply to other 
functions as part of the overall company-wide budget review process. 
 
The next table summarizes changes in Legal costs since 2016. 
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FE Legal Department Costs 
2017 2018 2019 2020 2021 Q3 2021 Est. $ %

Payroll, Overheads, Benefits $13,822,823 $12,837,904 $11,936,615 $12,819,981 $9,458,717 $12,611,622 ($1,002,842) -7.3%
Charges t/f Others (FESC & non-FESC) ($855,973) $42,934 ($143,417) ($151,185) ($201,433) ($268,578) $704,789 -82.3%

Dues, Fees, Licenses $16,249 $238,133 $228,176 $591,387 ($6,173) ($8,230) $575,137 3539.5%
General Business and Travel $414,604 $377,944 $492,998 $187,073 $295,651 $394,201 ($227,532) -54.9%

Materials and Equipment $53,959 $43,697 $158,870 $87,146 $90,128 $120,171 $33,186 61.5%
Other Non-Labor $435,120 $657,502 $301,322 $277,663 $156,298 $208,398 ($157,457) -36.2%

Professional and Contractor $29,470,097 $32,949,918 $15,077,867 $8,764,264 $9,120,433 $12,160,578 ($20,705,833) -70.3%
Total Other $4,954 $4,584 $4,571 $4,033 $2,886 $3,848 ($920) -18.6%

Total $43,361,833 $47,152,615 $28,057,001 $22,580,360 $18,916,508 $25,222,011 ($20,781,473) -47.9%
$ $3,790,781 ($19,095,614) ($5,476,641) $2,641,651
% 8.7% -40.5% -19.5% 11.7%

$ $3,627,039 $4,603,218 $4,557,874 $4,049,080 $3,220,017 $4,293,356 $422,041 11.6%
% 8.4% 9.8% 16.2% 17.9% 17.0% 17.0% 8.7%
$ $976,178 ($45,343) ($508,794) $244,276
% 26.9% -1.0% -11.2% 6.0%

Cost Source
Year 2017-2020 Change

Change from Prior Year

Total Costs

JCP&L Share

JCP&L Share

Change from Prior Year  
 
The FE Forward process included cost comparison of FE legal services with those of similarly 
sized utilities. The review identified first quartile (most competitive) costs at FE. The review found 
the potential for some further centralization of claims functions, but not at a level that would have 
produced material savings for JCP&L, even if eventually feasible.  

4. Time Reporting and Internal Legal Hours Charged 
Legal personnel use an SAP-based time reporting system. A “First Level Approver” (supervisor) 
reviews and approves time entries made by employees. Employees can charge time directly to 
specific cost collectors - - or charge numbers. To the extent that they do not, daily work hours not 
directly charged default to the reporting employee’s designated cost center. That cost center 
designation governs assignment and allocation of the costs associated with default-coded hours. 
 
The next table shows total internal legal hours billed and the portions borne by JCP&L. The first 
row shows hours charged to JCP&L individually or as part of a small subset of FE entities. The 
third row shows charges a portion of which JCP&L bore, but whose justification for charging 
JCP&L was not clear from the summary description of the charges. We did not inquire into them 
given their very low numbers. The last column shows changes between 2019 and 2021, doubling 
the second quarter 2021 hours a proxy for the full year. 
 

Internal Legal Hours Charged 

to JCP&L or Subgroup Directly 76% 10,366 73% 8,248 73% 4,436 -14%
By General Allocation 23% 3,198 26% 2,885 27% 1,612 1%
JCP&L Justification not Clear 0% 52 1% 96 0% 14 -48%

Total Hours to JCP&L -1,493
Total Hours to All Entities -5,739

JCP&L Share -0.4%

19-21   
∆1

22%

2019 2020 2021 (Q2)

13,616
62,380

11,229
58,933
19%

6,061
28,320
21%

Hours Charged
Year

 

5. Outside Costs 
Nearly 40 outside law firms have charged costs assigned entirely to JCP&L from 2017 through 
2020. The next table summarizes those borne totally by JCP&L and the following table those borne 
in part by JCP&L. 

I I 

-

L__ 

-
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Outside Counsel Costs Charged Entirely to JCP&L 

Category 2017 2018 2019 2020 Average
Bankruptcy $61,864 $42,157 $24,194 $33,934 $40,537
Claims $662,446 $1,083,516 $2,143,484 $1,946,547 $1,458,998
Commercial Litigation $120,481 $101,352 $6,840 $123 $57,199
Corp /SEC / Treas. / Fuels / Commercial $0 $0 $11,872 $0 $2,968
EMT / Products / Supply Chain $30 $1,950 $333 $0 $578
Environmental $1,183 $16,972 $9,712 $4,806 $8,168
Federal Regulatory $0 $25,020 $43,218 $563 $17,200
Labor / Employment $297,419 $180,385 $185,324 $172,334 $208,866
Real Estate $103,934 $98,447 $88,835 $104,538 $98,938
State Regulatory $606,032 $931,325 $491,275 $350,705 $594,834
Tax $13,821 $2,401 $3,941 $0 $5,041

Total $1,867,211 $2,483,524 $3,009,026 $2,613,549 $2,493,327  
 

Outside Counsel Costs Charged Partly to JCP&L 

 
Non-Attorney Costs Charged to JCP&L 

Area of Service 2017 2018 2019 2020 
Bankruptcy $690 $2,991 -$2,891 -$239 
Claims $485,143 $563,897 $412,724 $60,852 
Commercial Litigation $16,000 -$16,000 $150 $1,513 
Corp/SEC/Treas./Fuels /Commercial $758 $1,102 $1,976 $456 
Environmental $0 $0 $0 $207 
Federal Regulatory $0 $11,370 $0 $0 
OH - Akron Legal Staff $11,245 $12,579 $13,073 $17,670 
Labor / Employment $19,371 -$17,334 -$57 $15,750 
Real Estate -$8,892 $0 $28,809 $722 

State Regulatory -$4,000 $14,800 -$31,020 
-

$87,177 
Tax $0 $0 -$3,941 $0 

Total $520,314 $573,404 $418,822 $9,754 
 

Total Total Total JCPL Total JCPL
Bankruptcy $299,945 0.0% $249,469 0.0% $376,345 $1,405 0.4% $218,151 $286 0.1%
Claims $2,485,991 $269,702 10.8% $4,361,460 $287,588 6.6% $3,641,824 $2,153 0.1% $4,509,693 $2,647 0.1%
Commercial Litigation $5,856,325 0.0% $6,332,705 0.0% $1,557,502 0.0% $1,844,602 0.0%
Corp/SEC/Treas/Fuels/Commercial $2,143,722 0.0% $2,361,500 $23,430 1.0% $1,119,345 -$2,500 -0.2% $1,618,290 0.0%
EMT / Products / Supply Chain $224,303 $863 0.4% $262,935 $572 0.2% $332,776 $753 0.2% $413,784 $92 0.0%
Environmental $424,464 0.0% $194,944 0.0% $203,324 0.0% $114,751 0.0%
Federal Regulatory $6,665,221 $62,187 0.9% $6,813,205 $128,236 1.9% $2,445,669 $13,392 0.5% $2,771,957 $48,590 1.8%
Labor / Employment $2,135,345 $8,655 0.4% $1,122,869 $6,364 0.6% $686,019 $2,535 0.4% $695,371 $5,580 0.8%
Non-Legal $583,472 0.0% $193,812 0.0% $251,005 0.0% $560,876 0.0%
OH - Akron Legal Staff $109,704 $9,305 8.5% $153,996 $10,691 6.9% $233,340 $7,795 3.3% $143,411 $12,718 8.9%
Real Estate $220,498 0.0% $500,440 0.0% $207,183 0.0% $166,404 0.0%
State Competitive $82,879 0.0% $43,677 0.0% $0 0.0% $0 0.0%
State Regulatory $1,302,861 $5,847 0.4% $1,781,722 $7,994 0.4% $1,027,227 $8,567 0.8% $597,239 $3,722 0.6%
Tax $4,670 0.0% $0 0.0% $6,185 0.0% $0 0.0%
Transmission Rate Case Work $0 0.0% $0 0.0% $574,219 0.0% $1,048,055 0.0%
VP Legal $392 0.0% $327,229 0.0% $185,632 0.0% $0 0.0%

TOTAL 22,539,792$          356,559$        1.6% $24,699,962 464,876$        1.9% 12,847,596$         34,101$      0.3% 14,702,585$         73,635$        0.5%

2020
Category

JCPL JCPL
2017 2018 2019
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We examined sources of outside non-attorney costs associated with legal matters. The individual 
charges we tested and for which JCP&L bore costs showed an appropriate connection to the utility, 
either in matters solely applicable to it or to a group of which it appeared a logical member.  

6. Management of Outside Counsel performance and Costs 
The corporate Legal department has operated under documented policies for many years in 
managing outside counsel use. We reviewed those applicable in 2016 and 2020, finding both clear 
and comprehensive. The more current version, among other things: 

• Addresses identification of potential conflicts of interest involving a firm’s other work 
• Limits authority to retain counsel, experts and other third parties to the Legal department 
• Controls who from the firm may bill and sets rates for each, changeable yearly 
• Provides a mechanism for agreement to discounted fees on prompt invoice payment 
• Requires budgets for larger matters and notice of budget excess jeopardy 
• Strictly controls billing detail, task itemization, and support 
• Precludes billing for travel time, administrative matters and equipment costs 
• Limits invoices to a single matter. 

 
Management employs a well-recognized, web-based system to support outside counsel work 
planning, management, billing, and analysis. A department member designated as the matter 
contact receives invoices electronically and reviews them for correct coding and for review of 
charges and any items flagged by preset billing guidelines and rules. Those for which this initial 
review discloses issues get returned for explanation or correction. Invoices passing this initial 
review go next to the responsible attorney or claims representative for approval. Invoices continue 
to move electronically through a review process until they secure approval from one with signature 
authority commensurate with the amount of the invoice. Invoices gaining this level of approval 
then move directly to invoice payment through a module of FE’s SAP-based financial system. 
 
Regular reports provide outside costs by month and year to date, comparing actuals to those 
budgeted. The reports break costs down by major category, as the next illustration, from the report 
for November 2021 demonstrates. Procedures require budgets for billings expected to exceed 
$200,000 or when otherwise requested by the lead in-house counsel. 
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Monthly Report of Outside Legal Costs 

 

7. Performance Measurement 
Management reported the existence of no specific measures of or reporting on performance 
effectiveness. It cited the use of less formal methods of taking feedback from client departments 
during the course of open matters or special communications to department leadership to offer 
input. There appears to exist no process for regular solicitation of client department views on legal 
performance. No structured approach exists for incorporating analysis of cost in retaining outside 
counsel. No structured approach exists for engaging JCP&L directly in determining its legal needs, 
views of legal services cost and performance effectiveness, identification of possible outside legal 
resources, reviews of performance by internal and outside counsel, or other matters affecting the 
availability, quality, and sources of meeting its legal needs. 

8. Separate Representation of JCP&L Interests 
No procedures exist to guide determination of circumstances when JCP&L may require legal 
representation separate from that provided to other FE entities in common matters, proceedings or 
circumstances. Management objected to our request for documented policies, procedures, or other 
guidance, stating that administrative procedures of the type requested would comprise attorney-
client privileged information.  The response then went on to state, notwithstanding the objection, 
that none exist, nor, if they did, could they “alter or supersede the requirements of the rules of 
professional conduct, which are adopted and enforced by a State’s highest appellate court.” The 
response went on to say that the: 

Legal Department and its lawyers are ethically bound to follow the rules of professional 
conduct as adopted in the relevant jurisdiction and as may be applicable to given facts and 
circumstances. 

NJ-ADR-1268-Attachmenl A 
Page 3 of 3 

Legal Contractor Summary - Practice Area 
. November November 

Practice Group Actual Budget Month Var. Y1D Actual Y1D Budget Y1D Var. Annual Budget 

Bankruptcy 

Claims 

Commercial Litigation 

CORP/SEC/TREAS/FUEL 

EmT/Products/Supply Chain 

Em, ronmental 

Federal Regulatory 

Labor/Employment 

Miscellaneous 

Real Estate 

State Regulatory 

Tax 

9,357 

211,967 

61,748 

(191,014) 

28,753 

6,065 

519,999 

100,035 

57,069 

67,173 

342,765 

(519) 

16,667 

298,406 

98,334 

49,100 

33,333 

12,501 

252,500 

58,333 

35,000 

66,666 

117,083 

8,333 

7,310 

86,439 

36,586 

240,11 4 

4,580 

6,436 

(267,499) 

(41,702) 

(22,068) 

(507) 

(225,682) 

8,853 

180,184 183,333 3, 150 200,000 

2,287,199 3,282,467 995,267 3,580,873 

745,582 744,998 (584) 843,332 

695,792 540,100 (155,692) 600,200 

299,147 366,667 67,519 400,000 

203,391 287,505 84,114 300,000 

2,129,055 2,777,500 648,445 3,100,000 

537,930 641,667 103,737 700,000 

436,996 385,004 (51,993) 420,004 

503,334 733,334 230,000 800,000 

2,089,676 1,584,167 (505,510) 2,600,000 

3, 117 91,667 88,550 100,000 

Grand Total $ 1,213,397 $ 1,046,257 $ (167,139) $ 10,111,403 $ 11,618,408 $ 1,507,004 $ 13,644,409 

Transmission Rate Case 97,168 530,000 432,832 661,959 7,130,000 6,468,041 7,580,000 

Transmission Rate Case $ 97,168 $ 530,000 $ 432,832 $ 661,959 $ 7,130,000 $ 6,468,041 $ 7,580,000 
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We examined a listing of the FERC proceedings in which any FirstEnergy entity appeared during 
2020 and 2021, finding them to number about 150. Most cases involved individual FirstEnergy 
entities, or its transmission companies, or its operating companies. However, a significant number 
appear to have included both operating companies and transmission representation. We used the 
roster of 2020 and 2021 FERC proceedings to test the use of common counsel to represent multiple 
FirstEnergy entities in manners that appear to have included JCP&L among those affected. We did 
not find evidence of conflicting interests; instead, the brief descriptions provided appear to have 
suggested otherwise to the extent they proved extensive enough to form an impression. However, 
the descriptions often proved too general to rule out potential conflicting interests. 

C. Conclusions 

1. The central approach employed to manage legal functions has created a generally 
appropriate organization structure and resource alignment for meeting the legal needs 
of JCP&L with appropriate attention and focus; the following conclusion addresses 
concerns about attention to regulatory affairs, which entail significant legal resources. 

FirstEnergy has taken advantage of the scope and scale of its operations to centralize management 
of the legal affairs of its operating companies, including JCP&L. Management has aligned 
resources under senior attorneys who serve as lead counsel for clearly defined and appropriately 
scoped areas of legal responsibility. The groupings of functions follow general practice and 
support specialization as required to maximize effectiveness in bringing experienced and dedicated 
resources to the types of matters that FirstEnergy must address. The organization’s structure has 
changed appropriately to address elimination of needs to serve merchant power and energy 
businesses.  
 
Recent changes have moved claims personnel from the central Operations organization (albeit 
assigned to a number of regional locations across the collective, multi-state operating company 
footprint) to the senior attorney already responsible for claims-related litigation. A small group 
moved from Legal to IT. The group that moved has responsibilities for the management, 
maintenance, and destruction of documents. These activities have becoming increasingly more 
involved with IT activities and systems, as electronic documents have substantially replaced 
“paper” versions, thus creating needs and circumstances more amenable to management by 
systems-oriented specialists. At the same time, retention of responsibility for ensuring compliance 
with retention and destruction requirements, and for supporting substantial civil and administrative 
retention and discovery needs provides a control that better ensures compliance with those needs.  

2. Legal personnel and outside resource use have dropped substantially following the 
transfer of FirstEnergy Solutions power and energy operations and assets to a third party 
following bankruptcy. 

Staffing has dropped by about 20 percent since 2017, after adjusting for the movement of claims 
personnel from the Operations organization. We annualized third quarter 2021 costs provided by 
management (i.e., by multiplying them by a factor of 4/3). Costs for professional and outside 
resources (largely outside counsel) dropped even more significantly (by roughly half), with the 
most notable yearly drop occurring in 2019. Together, compensation-related costs and professional 
and outside contractor costs comprise virtually all of the costs of FE Legal. JCP&L has experienced 
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low growth in legal costs since 2017 and, following transfer of the FirstEnergy Systems power and 
energy operations have remained at a fairly constant percentage of total legal costs.  
 
Management used a voluntary early retirement process (VERP) to provide for a realignment it 
sought to apply generally in moving its central resources to the FE Forward process to a structure 
focusing nearly totally on electricity transmission and distribution, with a fairly small fleet of 
generating plants remaining in operation on a vertically-integrated-utility basis. The last of those 
units operating in New Jersey (Yards Creek) recently transferred to an independent, third party. 
This VERP proved successful in producing significant reductions, but led to shortages in some 
areas, including state regulatory legal resources, followed by a period that has produced challenges 
in backfilling some needed positions.  
 
Continuing efforts to optimize staffing levels recently included a cost comparison of FE legal 
services costs with those of other similarly sized utilities. That comparison found FE costs 
especially competitive (in the first, lowest-cost quartile). That comparison comported with our 
review, which did not find reason to question overall cost levels at the FE or JCP&L level. 

3. FE Legal has used an effectively designed and managed system to record internal legal 
costs; our review of time reporting found no reason to question time assigned to codes for 
which JCP&L bore sole or partial cost responsibility. 

We used a test of time reporting to validate the amount and propriety of internal costs charged to 
JCP&L and as one discrete test of the processes for charging directly, assigning, and allocating 
costs to JCP&L (the last as part of our review of cost allocations more generally). We found a 
well-documented, appropriately designed and capable, routinely used, and sufficiently overseen 
system for charging time by legal resources. We found reasonably justified and appropriate the 
charges assigned, with the portion whose justification was not immediately transparent almost 
non-existent in the past two years (and thus too small to warrant more detailed review). The 
portions charged to JCP&L have remained fairly consistent. 

4. Management has used appropriate methods to manage and control outside counsel costs 
and performance. 

Comprehensive and well-documented policies have governed the use and management of outside 
counsel. They address power to approve retention, authorities and responsibilities for managing 
matters and the outside counsel retained to support them, establishment of budgets for larger 
matters, billing rates, billing structure and content, itemization requirements, and separate billings 
for separate matters. Management supports execution of these policies with a widely-used, highly-
capable web-based system. Electronic capabilities support the effective management of outside 
counsel performance, timeliness and costs. These capabilities also support effective marshalling 
of and access to substantive documentation pertinent to use in the matters involved and in keeping 
in-house legal personnel timely informed and capable of managing required internal efforts.  

5. Management reports monthly legal costs effectively, but lack other useful performance 
measures. (See Recommendation #1) 

Monthly reports include actual versus budgeted legal costs for the month, year to date and annual 
legal costs. The reports do so for total legal costs and by more than 10 practice groups. Regular 
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monthly reports also track total legal department costs by major category (the two principal ones 
addressing internal personnel-related and outside professional and contractor costs). Management 
pays appropriate attention to its legal cost drivers. 
 
However, other useful measures of performance, particularly for forward-looking purposes find 
structured use. No regular, structured process exists for soliciting from client departments feedback 
on either completed engagements or on important matters in progress. Certainly, the relationships 
existing at the working level between legal and client resources entail discussions of such matters, 
but not, it appears, in a way dedicated to performance improvement. We also found no regular, 
structured means for engaging JCP&L directly in determining its expected legal needs for planning 
purposes.  

6. The lack of a documented formal process for ensuring that JCP&L interests are not best 
served by separate representation in civil and administrative proceedings or in internal 
matters where legal advice is solicited does not best serve JCP&L’s interests. (See 
Recommendation #2) 

Our requests for other administrative procedures, systems, and tools under which the Legal 
department conducts its business did not produce objections (for example, management of outside 
counsel relationships and work and management of internal time), instead proceeding directly to 
describing and supplying the requested information. Acknowledging that outside rules of conduct 
address conflicts of interest, it does not follow that administrative procedures for effectively 
controlling joint representation would, inappropriately, as management stated, “alter or supersede 
the requirements of the rules of professional conduct.”  
 
FirstEnergy includes entities that provide and that make use of transmission services, not all of 
them in the same markets or under the same conditions and circumstances. Until recently, it 
included entities that sold power and energy in competitive markets and those that bought them. 
Sound management makes clear the propriety of mandating a before-the-fact, deliberate, 
documented process for validating the propriety of common representation for JCP&L and 
affiliates. Management has cited no authority that would hold the existence of documented 
procedures for ensuring such validation inconsistent with or negated by ethical responsibilities 
assigned to attorneys. Good practice requires that the department expect an extremely high degree 
of care in ensuring that the interests of its individual operating companies do not suffer from a less 
than diligent attention to examining the potential for them to have not only patently obvious, but 
more subtle differences of interest in matters in civil or administrative litigation, or in internal 
debate or discussion engendering legal participation. Doing so comprises part of setting “tone at 
the top” of the department. 

7. Staffing of the central legal group under FirstEnergy’s Chief Legal Officer has 
reportedly roughly doubled since preparation of this report. 

We have therefore not evaluated the reasons, sources, or consequences of this change. The 
conclusions and recommendations of this chapter assume the 2021 staffing reported in detail in 
the findings section of this chapter. 
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D. Recommendations 

1. Establish structured and regular means for engaging JCP&L, Legal, and Rates and 
Regulatory in reviews of prior performance, status and needs for current matters, and 
forward-looking needs and resources. (See Conclusion 5) 

Management should adopt a formal process for promoting candid and regularly scheduled formal 
sessions soliciting performance feedback through an organized and comprehensive structure. It 
also requires quarterly meetings among the Chief Legal Officer, the Vice President, Rates and 
Regulatory Affairs, and the JCP&L President to address recent performance, current and emerging 
matters of importance, near term and milestones and events, and means for addressing them. These 
meetings are intended to provide senior leadership of matters intentionally designed to be different 
from what they get from those who report directly to them on matters from their particular 
functional perspective and inherently prioritized, homogenized or however, else affected by the 
needs and issues of nine other operating companies and four other states.  

2. Provide for system notation reflecting an in-house counsel opinion concluding that no 
conflict exists between the interests of JCP&L and any other FirstEnergy entity with 
whom JCP&L has common legal representation in any civil or regulatory proceeding. 
(See Conclusion #6) 

In civil and in administrative agency proceedings that involve appearances by attorneys 
representing JCP&L along with other FirstEnergy entities, or that include a FirstEnergy entity 
purporting to participate on behalf of entities that include JCP&L, a review by senior in-house 
counsel of the potential for interests of JCP&L that may conflict with those of others represented 
should occur and an opinion stating that no such potential or actual conflicting interests in the 
proceeding(s) involved should be documented. 
 
Existing department systems and tools provide an efficient method for providing direct 
acknowledgement by lead attorneys that the necessary diligence has been conducted and that direct 
responsibility and accountability is being taken for a conclusion that separate representation for 
JCP&L is not required in matters in which JCP&L is engaged or in which another FirstEnergy 
purports to speak for its interests or may reasonably be construed as doing so. 

3. See Recommendation #2 from the Internal Controls, SOX, and Auditing Chapter of this 
Phase Two report regarding the change in administrative reporting of Internal Auditing 
from the Chief Legal Officer to the FirstEnergy Corp. CEO. 

4. See Recommendation #3 from Chapter XIII, External Affairs Organizations of the Phase 
One report regarding the creation of a senior executive position to head a regulatory 
affairs department reporting to the FirstEnergy Corp. CEO and combining FE Legal 
resources now dedicated to state regulatory affairs and technical and liaison persons with 
state and local agencies now dispersed among a number of FirstEnergy senior executives.  

 



Board of Public Utilities Final Report – Public Version Phase Two of an Affiliates and 
State of New Jersey Physical Security Management Audit of JCP&L 

 

 
 

February 7, 2023  Page 474 
 The Liberty Consulting Group 

 
Chapter XVIII: Physical Security Table of Contents 

 

Chapter XVIII: Physical Security ............................................................................................... 475 

A. Background .................................................................................................................. 475 

B. Findings ........................................................................................................................ 475 

1. Organization and Resources ..................................................................................... 475 

2. Security Policies ....................................................................................................... 476 

3. Badging ..................................................................................................................... 477 

4. Facility Risk Assessments ........................................................................................ 477 

5. Physical Security Incidents ....................................................................................... 478 

6. Internal Audits of Security Operations Performance ............................................... 478 

C. Conclusions .................................................................................................................. 478 

D. Recommendations ........................................................................................................ 479 

 



Board of Public Utilities Final Report – Public Version Phase Two of an Affiliates and 
State of New Jersey Physical Security Management Audit of JCP&L 

 

 
February 7, 2023  Page 475 
 The Liberty Consulting Group 

Chapter XVIII: Physical Security 
A. Background 

We examined the management and operations of those responsible for ensuring physical security. 
We examined changes in organization, resources, procedures, practices, systems, tools, and 
measures. Chapter Eight of our Phase One report, Cyber Security and System Vulnerability, 
addressed the operation of the organization responsible for managing cyber security. That 
organization operates separately from the one addressed in this chapter and responsible for 
physical security.  

B. Findings 

1. Organization and Resources 
FirstEnergy (FE) had conducted the management of physical and cyber security centrally, under a 
Vice President, Cyber & Physical Security, reporting to the Vice President & Chief Information 
Officer. This 65-person organization of the Vice President Cyber & Physical Security divided into 
two overall groups - - a 26-person group operating under the Director, Corporate Security that had 
responsibility for physical security across FE and a 38-person group under the Manager, Cyber 
Security & Transmission Security Operations Center (TSO Center) that had responsibility for 
security of the transmission system as well. Management’s comments on a draft of this report 
noted that the head position for Cyber Security, including the TSO Center, has been elevated to 
the executive level, under a Vice President, Cybersecurity and Chief Information Security Officer. 
 
Security resources and reporting have changed since somewhat since 2016. Physical and cyber 
security at that time both fell under the Senior Vice President, Corporate Services and CIO, which 
included not only information technology responsibilities as now structured under the CIO, but 
also supply chain and flight operations. 
 
A 39-person organization operated in 2016 under an Executive Director, Corporate Security, who 
reported to the Senior Vice President, Corporate Services and CIO. The executive director’s 
organization included a 10-person group headed by the Manager, Site Protection Services, with 
the remainder of corporate security personnel placed under two other managers having 
responsibility for IT Services and Compliance and Physical Tech & CIP Compliance. 
 
The 2016 organization placed cyber security and the TSO Center under a separate organization 
(Security & Infrastructure Operations), also reporting to the Senior Vice President, Corporate 
Services and CIO, but through a Director, Security & Infrastructure Operation. This director’s 112-
person organization in 2016 also had responsibility for IT Systems and IT operations, a group of 
17 to cyber security and 18 to the TSO Center. Physical security management and operations fell 
under an Executive Director, Corporate Security. 
 
Changes in organization and responsibilities complicate a direct comparison of resources from 
year to year, but management has prepared the information shown in the following table, using 
third-quarter staffing levels and an effort to align the 2021 entry with changes that have occurred 
in the organization of physical security resources and responsibilities. Corporate Security houses 
the resources shown in the “Physical” group. 
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FE Security Resource Changes 

2019 2020 2021
Physical 29 24 25
Cyber 32 34 39
Total 61 58 64

YearGroup

 
 
Management reported the late 2021 performance of a third-party assessment of the physical 
security organization. We accepted a general description of the results, given the sensitivity of 
documentation addressing physical security matters in detail. Management reported that the 
assessment’s benchmarking with industry peers found staffing and costs commensurate with those 
of peers. 
 
Outside, contracted security guard providers monitor and patrol selected facilities, which in New 
Jersey include JCP&L’s Holmdel and Morristown offices. Contracted services also staff the 
Security Operations Center '''''''''''''''''''''''' '''''''' '''''''''' ''' '', maintaining in regular contact with New 
Jersey personnel. Management also uses outside, contracted personnel to provide as needed 
protection professionals and devices (such as barriers and trailers). 
 
The First Energy Service Company (FESC) Corporate Security organization dedicates a single 
Physical Security Field Representative to New Jersey, reporting to an eastern region Supervisor, 
Compliance Field Support & Physical Security. The Field Representative serves as the primary 
contact for security and compliance issues in JCP&L’s territory and travels through the system to 
ensure corporate and regulatory standards (e.g., NERC critical infrastructure) compliance and 
verify the status of security equipment. The Field Representative also coordinates internal and 
external compliance audits. Other responsibilities include investigating and tracking incidents, 
performing regular equipment maintenance and testing, performing security assessments, and 
escorting visitors at facilities. 

2. Security Policies 
A broad series of security policies, critical infrastructure plan and program documents and Human 
Resources letters provide purposes, objectives, and implementation and execution details 
governing a wide spectrum of activities with physical security implications: 

• Security Policy 2.0: Company identification badges 
• Security Policy 3.0: Digital, electronic and video recording or photography at transmission 

control center facilities and critical infrastructure locations 
• Security Policy 4.0: Security incident reporting & investigation 
• Security Policy 5.0: Facilities Visitor Control 
• Security Policy 6.0: Testing cyber, emergency response, disaster recovery, and business 

continuity plans 
• Security Policy 7.0: Physical security  
• Security Policy 8.0: Restricting unauthorized possession of weapons on premises  
• Security Policy 9.0: Removing tools and materials 
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• Corporate Security: U.S. DOE and NERC incident reporting 
• Human Resources Letter 411: Handling bomb threats 
• Human Resources Letter 412: Violence in the workplace 
• Human Resources Letter 413: Theft  
• FE-CIP-PSEC-PLN-060: BES (Bulk Electric System) Cyber  
• FE-CIP-PSEC-PRC-061-01: Physical key management 
• FE-CIP-PSEC-PRG-062: Bulk Electric System Cyber systems visitor control program 
• FE-CIP-PSEC-PRG-063: Physical access control system maintenance and testing 
• FE-CIP-PSEC-PRG-032: Low impact systems physical access control methods. 

3. Badging 
Corporate Security Policy 2.0 addresses the FE badging policy. FESC-level Corporate Security 
personnel use a badge administration tool to create badges that control access through the Physical 
Access Control System. Corporate Security arranges for their delivery directly to employees and 
contractor representatives or supervisors using through company mail UPS, or in-person. Persons 
on company property or conducting company business must wear badges visibly displayed on a 
lanyard. The badges have electronic coding and require replacement following submission of a 
form by Corporate Security if they become inoperable. The badges display color photos, a FERC 
indicator, and the employing FE entity. 
 
New Jersey personnel badges include employee signatures and dates of issuance, in accord with 
New Jersey Revised Statutes, Title 48 Public Utilities, Chapter 3-42 through 47. Contractors 
requiring access to facilities for more than 30 calendar days get individual badges (and a different 
colored lanyard) displaying the individual’s name and a color photograph, a “Contractor” 
designation, and the contracting company. 
 
Processes and procedures exist for new employee background checks, and periodic checks occur 
every seven years for those with access to facilities covered by Critical Infrastructure Protection 
requirements. Contractors must certify, using a form provided by FE, the performance of 
background checks for their personnel having access to critical infrastructure. A clear set of slides 
guides training provided on the critical infrastructure background-check process. 

4. Facility Risk Assessments 
Management adopted a new security risk assessment program in 2021. The program employs on-
site security risk assessments annually for all occupied facilities and high-priority transmission 
substations (numbering together about 250 locations), with lower priority transmission substations 
assessed (about 650 in number) biennially. These assessments seek to identify security threats and 
vulnerabilities, and consider local crime rates, to identify threats, and assess facility technology 
installed, physical barriers, and security policy considerations. An analytical tool guides these risk 
assessments. The assessments make use of a template, require supporting narrative, with entry into 
a Core Risk Assessment system that supports tracking by the Corporate Security field 
representatives involved. Guidelines for conducting the assessments specify pre-visit information 
collection, and activities specific to particular security elements at the sites. 
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Facility assessment prior to the new program’s institution took place in conjunction with other 
security-related activities. Covid-19 protocols led to the deferral of planned 2020 assessments. The 
list of completed 2019 inspections included some 150 substations and an office and service center 
location. The approximately 60 assessments performed included the general office, a corporate 
office, one business office, four district offices, and 22 service centers, with the remainder 
encompassing both high and lower priority substations. 
 
FE operates a Security Operations Center '''''''''''''''''''''''' '''''''' '''''''''' ''' ''', staffing it continually. This 
center remotely monitors alarms, access control systems, and video. Personnel in the center assess 
conditions, notify responders, and generate any company-wide emergency notifications. The 
center also serves as the single reporting location for security incidents at all FE facilities. 

5. Physical Security Incidents 
A total of 83 recorded security incidents involving JCP&L have occurred since January 2019. The 
total yearly numbers have remained stable in the past two years (at 20 or fewer), down significantly 
from 2019 numbers. Physical threats or intimidation (about half by phone) have comprised more 
than half of the incidents, with the remainder not significantly compromising facilities or 
operations. Logs of the incidents show follow-up on each. 

6. Internal Audits of Security Operations Performance 
Internal Auditing has performed three specific examinations of security operations performance 
since January 2017.  
 
First, an April 2021 Internal Auditing assessment addressed controls regarding badging for access 
to FE facilities. The assessment found systems and their application generally well controlled, with 
improvements indicated in generic badge issuance and use, deactivating replacement badges, and 
monitoring of remote unlocking activity. Second, a contemporaneous April 2021 Internal Auditing 
assessment examined physical security controls for Low Impact Bulk Electric System cyber 
system assets. It made no findings or observations, and produced no recommendations. 
 
Third, an October 2021 review sampled Corporate Security’s response to a sample of 30 recorded 
telephone threats against FE employees. Internal Auditing found appropriate application of the 
guidelines, except for four instances of insufficient documentation to support conclusions reached 
and notifications required to be made to stakeholders. 

C. Conclusions 

1. FirstEnergy has consolidated and streamlined responsibilities for physical and cyber 
security in recent years, providing for a dedicated, reasonably narrowly focused set of 
resources.  

Physical and cyber security have both operated in the organization headed by the Chief 
Information Officer responsible for IT systems and operations. That senior executive’s focus has 
become narrower with the movement of several other corporate service areas to another executive. 
This change supports a greater focus at that top level on security, as has the separation of some 
other IT-related responsibilities from the roles of the two management-level persons separately 
responsible for physical security. While responsibility realignment did not permit a fully direct 
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comparison, it appears that FE has increased resource numbers dedicated to both physical and 
cyber security. Those increases reflect increasing security risks and requirements in the industry. 
 
'''''''''''''''''''''''''''''''''' '''''''' '''''''''''''''''''''''''''''''''' '''''''' '''''''''''''''''''''''''''''''''' '''''''' '''''''''''''''''''''''''''''''''' ''''         '''' ''''''       '''''''' 
'''''''''''''''''''''''''''''''''' '''''''' '''''''''''''''''''''''''''''''''' '''''''' '''''''''''''''''''''''''''''''''' '''''''' ''''''''''''''''''''''''''''''''''        '''''''' ''      ''''''''''''. 
The late 2021 external assessment, however, reportedly found staffing and performance 
representative in comparison with peers. 

2. An appropriate range of procedures and policies guide physical security threat and risk 
identification and investigation and appropriately address individual conduct and 
responsibilities, and provide for sound coverage of employee access to facilities. 

We found the range of procedures and policies comprehensive and clear in assigning 
responsibilities and the means for exercising them. They provide for preventive measures to 
identify threats and to track actions to correct those found. Badging and keying, two principal 
threat areas, operate under appropriate methods using sound technology. 

3. The security risk assessment program significantly advances measures to identify and 
mitigate physical security risks. 

The program replaces one that did not operate independently of other field inspection work. The 
new program requires scheduling and completion of all assessments, at least annually for occupied 
and transmission facilities, and not less than every two years for other facilities. The use of an 
analytical approach, with documented tracking of risks found through remediation reflects best 
practice. 

4. Physical security incidents involving JCP&L facilities and personnel have remained 
stable, and materially lower in the past two years. 

We did not find in the incident logs indication of excessive levels or repetition of avoidable 
incidents. Logs show tracking and follow-up for all reported incidents. 

D. Recommendations 
We have no recommendations in the area of physical security. 
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Chapter XIX: Records and Information Management 
A. Background 

Our examination of records and information management addressed the organizations, practices, 
systems, and procedures governing retention of, access to, and destruction of records and the 
management of information subject to public requirements and business needs. Records 
management by public utilities has special relevance that goes beyond the normal business 
considerations applicable. Statutes and regulations impose significant record retention 
requirements. A sound organization, clear procedures, and adequate attention to both the keeping 
and orderly destruction of documents should exist. Modern electronic storage media have provided 
alternatives that can improve space utilization, longevity, and retrievability of records. 
 
We examined procedures, methods, and systems for managing the retention of records to 
determine if there is sufficient, but not excess, retention in forms that efficiently and 
comprehensively meet applicable needs and requirements. Factors our examination considered 
included: 

• Evolution in provisions for storing and retrieving records to keep pace with changing 
business needs, increasing reliance on information stored on electronic media. 

• Comprehensiveness and clarity of policies and procedures for identifying records required 
to be retained and for how long 

• Management systems, resources, and procedures for retaining and retrieving paper 
documents and digital data. 

B. Findings 
Management has reported electronic business records numbering over 31million, 63,000 boxes of 
hard-copy records, annual creation of 300,000 new electronic records, and annual disposition 
averaging 445 tons. 

1. Organization and Staffing 
A Records and Information Compliance group in the FirstEnergy-wide Legal department had at 
an earlier time responsibility for records management and for ensuring compliance with 
information retention and use requirements across FirstEnergy. The Records and Information 
Compliance staff worked under an Associate General Counsel. Information Compliance, which 
remains in the Legal department, has responsibility for ensuring compliance with regulations 
addressing the management of information. Specific areas encompassed by these responsibilities 
include email classification and retention, the Information Protection Program designed to comply 
with NERC CIP-011 R1, processes, the eDiscovery system for managing discovery in proceedings, 
legal holds regarding documents, Identity Theft Program administration, and computer-based 
information and records management training modules. 
 
Current Information Compliance staffing, under an Associate General Counsel (responsible for 
labor, real estate, tax, environmental, litigation, bankruptcy and claims), comprises five analysts. 
Staffing under this Associate General Counsel position in 2017 for information compliance 
activities also stood at five persons. 
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Document collection, retention, and disposal transferred from the Legal department group to 
Records Services (under the IT organization) in 2018. Responsibility for oversight of related 
business practices, policies, and ethics training transitioned in 2021 to the reconstituted Ethics & 
Compliance organization. Staffing in that Legal department group remained roughly the same until 
the move of the Records Services function. That move brought a drop of three. The Legal Services 
chapter of this Phase Two report describes the split of those responsibilities. 
 
Since the move of Records Services, the group has operated under the Supervisor, Records 
Services, continuing with a staff of three. This group has responsibility for: 

• Managing policies, processes, and tools used to classify index, capture, retain, and dispose 
of records amassed by FirstEnergy 

• Providing guidance and handling solutions to support proper storage of information in the 
systems that handle documents and data 

• Providing records support for discovery in legal proceedings 
• Creating and maintaining the company Records Retention Schedule in accord with the 

requirements of state and federal regulatory agencies. 
• Providing records disposal services for some 209 FirstEnergy facilities. 

 
The Supervisor, Records Services reports to the FESC Manager, CIP Compliance Programs & 
Reliability Standards. This manager’s staffing numbers 15 (including the Supervisor, Records 
Services, and staff of three). The other staff members have responsibility for: 

• Developing and implementing a strategy, policy, procedures, and guidelines for compliance 
with NERC’s Critical Infrastructure Protection (CIP) Reliability Standards 

• Overseeing and supporting Sarbanes Oxley testing and remediation related to information 
technology control  

• Providing technical support and administration of FE’s Regulatory Access Authorization 
Database (RAAD) and related compliance reports 

• Facilitating CIP and FERC Sensitive Information (FSI) and Sensitive Customer Information 
(SCI) reviews 

• Managing the IT Reliability Standards team that supports NERC requirements and internal 
controls to ensure compliance with IT-related policy and regulatory compliance programs  

• Supporting annual reviews of information-technology-related CIP procedures and 
investigation of potential non-compliance incidents. 

 
The Manager, CIP Compliance Programs & Reliability Standards reports to the IT Transmission 
Systems & Compliance Director, who reports to the Vice President, Information Systems, who 
reports to the Vice President &Chief Information Officer. This vice president’s approximately 
540-person staff manages information technology across FirstEnergy. 

2. Maintenance, Retention, and Destruction Practices 
Records services tracks numbers of records processed, but no measures of its productivity. 
Management has not benchmarked or otherwise compared its structure, organization, performance, 
effectiveness, or efficiency in records management since 2017. Records Services annually 
validates its Records Retention Schedule against applicable regulatory requirements and 
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participates in a review and verification process to confirm the propriety of any document 
destruction. That process includes a multi-level check against the retention schedule. 
 
Several policies guide the creation, retention, and non-disclosure of records. An Enterprise 
Records Retention Policy describes what comprises records, addresses their maintenance, 
describes the responsibilities of their custodians, emphasizes the importance of their accuracy and 
non-disclosure, and covers their destruction after meeting retention requirements. A Litigation 
Hold Policy creates obligations and practices for securing litigation-related material from 
destruction, under the authority of the Legal department. A Sensitive Information Policy divides 
information into public and three “sensitive” categories, setting up procedures for controlling 
circulation and release of the sensitive categories: 

• Restricted: by specific programs and requirements (e.g., NERC critical infrastructure 
security standards) 

• Confidential: information in highly regulated areas (e.g., customer or HIPAA information, 
personally identifiable information) 

• Internal Use Only: work generated information with low to moderate risk on release (e.g., 
business plans, contracts, performance reviews, procedures, meeting agendas and notes). 

 
An annual review of state and federal regulatory agency requirements supports annual validation 
of the Records Retention Schedule. Records Services and the Information Compliance Department 
provide records management and secure disposal training every other year. Management reports 
no failures to adhere to its records policy requirements in the past five years.  
 
With respect to documents and records whose retention the BPU specifically requires, the FE 
portal posts the Retention Schedule. The regulation at N.J.A.C. 14:3-6.1 comprises one of 11 
regulatory authorities that drive records retention periods. FE uses the longest period required by 
any of these regulatory sources of authority. The annual Records Services reviews account for 
changes in this 11-authority list, with any required updating of retention changes in the systems 
that ensure retention for electronic and physical records. Records Services stores in these systems 
by class the documents for which it has responsibility. Records Services controls access to records 
in the system. 

3. Training 
All employees of FirstEnergy entities, all contractors, and vendor employees receive “Information 
and Records Management” training online. The training seeks to make personnel aware of and 
responsible for practices and policies addressing information management and protection. The 
interactive training materials cover document and information creation, retention, destruction, and 
sharing comprehensively and with feedback designed to measure knowledge transferred. 
Management tracks receipt of the training, and the long lists of participants provided for recent 
years shows its application to the broad population intended. Records Services also provides access 
and system training to records custodians in the business units. 

4. Digitizing Records 
Management has sought to reduce hard copy records by digitizing those that continue to arrive for 
storage. Records Services is assisting the business units to digitize their hard copy records and has 
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an overall goal to assist business units to convert hard copy records to FE’s electronic records 
management system. Digitizing includes HR records for the purpose of making them more 
accessible. Records Storage completed the base transfer of stored documents to Energy Harbor in 
2021. IT will continue to make additional records pertaining solely to Energy Harbor until 2025; 
no requests for this service have come to management. 

5. Records Destruction Services 
Management has used three outside National Association for Information Destruction (NAID) 
certified providers to perform and validate destruction for documents maintained at records 
centers, in conformity with NAID standards. For the many other operating locations across the 
regions served, Information Compliance, working with Supply Chain, issued a 2018 RFP for 
outside services to eight NAID-certified enterprises. The solicitation set forth vendor requirements, 
work scope, services requested, and document locations involved. It sought offers for an initial 
term of three years, with FE options to renew for two additional one-year periods.  The offers 
indicated total costs across the system in the range of ''''''''''''''''''''' or less. Examining the awards 
made for corporate and JCP&L locations found the selections made reasonably competitive. 

C. Conclusions 

1. FirstEnergy applies a sound organization to manage records and information and it 
operates efficiently. 

The FirstEnergy-wide approach to records and information requirements promotes effectiveness, 
provides for sound control, and promotes economy. The organizations in Legal and in IT (the latter 
under the management of the FESC Manager, CIP Compliance Programs & Reliability Standards) 
provide for sound focus in addressing information management requirements. These requirements 
arise from a broad group of state and federal regulatory requirements and litigation (actual and 
potential) and business requirements and needs. The move of records management to the IT 
organization promotes efficiency and recognizes the increasingly electronic (as opposed to 
“paper”) form that records take. The recent engagement of the restructured ethics organization has 
been sound as well. 
 
Resources, a primary source of costs in records and information management, have remained 
stable through the organizational split that produced that organizational move. 

2. Appropriate methods exist for ensuring retention and destruction of records and for 
ensuring the proper management of information. 

Clear procedures exist, management provides regular training, and resources exist to ensure 
destruction of records no longer required at locations across FirstEnergy. Current efforts to digitize 
records further supports effectiveness in retention and eventual elimination of records. 

3. Management maintains a list of retention periods specifically required for JCP&L 
records and updates it regularly. 

Management prepares and updates annually lists of retention requirements of state and federal 
agencies, including the BPU. Annual Records Services reviews account for changes in retention 
requirements, with any required updating producing changes in the systems that ensure retention 

-
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of and controls on access to records. Records Services manages systems that store and ensure 
retention of covered documents and controls access to those systems. 

D. Recommendations 
We have no recommendations regarding records and information management. 
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Chapter XX: Supply Chain 
A. Background 

JCP&L material and equipment needs impose substantial requirements on the Supply Chain 
organization. Management provided the following summary of total purchase order numbers and 
associated dollars for JCP&L. 
 

JCP&L Materials Purchases  
Year PO #s Dollars
2017 6,276 $27,368,622
2018 7,449 $36,002,043
2019 7,408 $44,893,849
2020 7,412 $42,284,656
Total 28,545 150,549,170  

 
FERC Account 154, Plant Materials and Operating Supplies, addresses those purchased primarily 
for utility business construction, operation, and maintenance. This chapter deals with the 
acquisition and management of materials and equipment. FirstEnergy provides for common 
management at the service company level for acquisition and management of materials and 
supplies. Realignments in and reductions in resources have proven substantial following 
elimination of the FirstEnergy commercial power and energy business through bankruptcy. Those 
changes culminated in the recent consolidation of procurement and materials management 
(formerly under separate executive direction) under the newly creased Vice President, Supply 
Chain.  
 
Functional responsibility for procuring materials and equipment for JCP&L use rests in sources 
that do the same for the other FirstEnergy operating utilities. The same holds true for managing 
the warehousing and distribution of materials and equipment used for construction, operation, and 
maintenance in New Jersey. However, JCP&L resources play important roles in identifying 
procurement needs, instituting requests for their acquisition and distribution to work and other 
sites of use. The chapter addresses how service company organizations support JCP&L materials 
and supplies needs, costs for doing so, and effectiveness in providing that support, along with the 
roles that JCP&L personnel play in ensuring that they get what they need timely and efficiently. It 
addresses the measures of performance used by management and their implications for cost 
efficiency and performance effectiveness. 

B. Findings 

1. Overall Organization 
FirstEnergy has conducted the purchasing side of supply chain operations on an enterprise-wide 
basis, with a central group performing it for all the operating companies and its commercial power 
and energy operations. After disposition of the latter, two groups divided procurement 
responsibilities, one directly addressing utility operating company needs and the other the 
corporate functions supporting utility operations. Until mid-2021, these two organizations, one 
under a Director, Utility Sourcing and the other under a Director, Corporate Sourcing and Support 
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reported to the Senior Vice President, Corporate Services & Chief Information Officer. Six other 
functions, encompassing a diverse array of functions, reported to this executive: 

• Information Technology, headed by a vice president 
• Business Systems, headed by a vice president 
• Administrative Services, headed by a director 
• Corporate Security, headed by a director  
• Flight Operations, headed by a director 
• Real Estate, headed by a director.  

 
Centrally directed materials management (operating through a number of dispersed warehousing 
and storage locations, termed Distribution Centers) operated under a Director, Transmission & 
Distribution Warehousing & Materials Management. This director reported to one of the operating 
company presidents (the Ohio-based Illuminating Company), even though this director had 
responsibility for serving all FE operating utilities, including JCP&L. With 2021 creation of the 
new Vice President, Supply Chain position, Utility Sourcing and Corporate Sourcing and Support 
moved under the new organization, with a title change for the former Director, Transmission & 
Distribution Warehousing & Materials Management to Director, Material Management. This 
director heads a 298-person Material Operations group. The other two direct reports to the Vice 
President, Supply Chain comprise a Director, Strategic Category Management (298 positions) and 
a Director, Solutions/Standards (11 positions). 

2. Organization and Staffing 
The next table shows changes in Supply Chain Staffing. 
 

FESC Supply Chain Staffing 

2017 2019 2021 # %
Corporate Level 389 350 325 -64 -16%

Regionally Located 56 46 14 -42 -75%
Supply Chain 445 396 339 -106 -24%

Supply Chain3 389 350 325 -64 -16%

Supply Chain                      
(Purchasing & Warehousing)

Year Change

 

3. Supply Chain Costs 

The next table summarizes changes in supply chain costs since 2017. Changes in organization 
complicate direct year-over-year comparisons, but the table nevertheless makes clear that 
substantial reductions have occurred. 
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FirstEnergy Supply Chain Organization Costs 
2017 2018 2019 2020 2021 Q3 2021 Est. $ %

$13,253,483 $12,251,610 $8,794,563 $6,635,939 $4,462,971 $5,950,628 ($6,617,544) -49.9%
Charges t/f Others (FESC & non-FESC) ($877,744) ($28,934) $17,432 ($15,928) ($347,345) ($463,127) $861,815 -98.2%

$60,057 $232,518 $108,667 $116,143 $1,074 $1,432 $56,086 93.4%
$76,573 $242,001 $96,644 ($13,140) ($12,525) ($16,700) ($89,713) -117.2%
$68,427 $61,620 $85,429 $32,611 $46,880 $62,506 ($35,816) -52.3%
$139,717 $52,832 $141,265 $259,732 $93,484 $124,645 $120,016 85.9%
$140,199 $756,997 $2,126,008 $681,246 $129,224 $172,298 $541,047 385.9%

$0 ($60,133) $211,734 $0 $0 $0
$12,860,712 $13,508,511 $11,581,743 $7,696,604 $4,373,762 $5,831,683 ($5,164,108) -40.2%

$ $647,799 ($1,926,767) ($3,885,140) ($1,864,920)
% 5.0% -14.3% -33.5% -24.2%

$ $534,308 $558,999 $676,418 $747,265 $527,390 $703,187 $212,957 39.9%
% 4.2% 4.1% 5.8% 9.7% 12.1% 12.1% 7.9%
$ $24,690 $117,419 $70,848 ($44,078)
% 4.6% 21.0% 10.5% -5.9%

JCP&L Share

Change from Prior Year

Year 2017-2020 Change

Change from Prior Year

Total Costs

JCP&L Share

Cost Source

Payroll, Overheads, Benefits

Dues, Fees, Licenses
General Business and Travel

Materials and Equipment
Other Non-Labor

Professional and Contractor
Total Other

Total

 

4. Purchasing Procedures 
The January 4. 2021 version of an Enterprise Sourcing of Materials and Services procedure 
(SCPR-SRC001) applies minimum sourcing requirements for creating materials, equipment, and 
services purchase orders FirstEnergy-wide. The procedure exempts certain purchase categories; 
e.g., boiler fuels, non-stock items, Purchasing Card (P-Card), and E-Procurement Catalog 
purchases. Management has significantly streamlined the procedure following elimination of the 
need to support procurement for commercial power energy operations. 
 
Business Units can issue P-Cards (credit cards) for the purchase of low-risk, low-dollar materials 
and supplies, subject to FirstEnergy Purchasing Card - Instruction, Policy and Procedures. The E-
Procurement Catalog (FirstEnergy’s Online Catalog) permits P-Card use to secure office supplies, 
computer peripherals, safety products and other items through an enterprise software platform 
(SAP) module. 
 
The procedure requires employees initiating covered requisitions to structure them clearly and 
sufficiently to support competitive acquisition, secure funding authorization, identify diverse 
suppliers, detail proper accounting, and support other required reviews (e.g., for safety). Each 
requisition requires approval at the proper level of authority. FirstEnergy Supply Chain employees 
prepare and issue procurement documents for properly approved requisitions. An assigned Supply 
Chain buyer determines the pricing structure to employ and the evaluation criteria for scoring 
offers. 
 
The Procedure calls for use of an automated sourcing tool (PowerAdvocate), requiring its use for 
procurements of $50,000 or more, under clear work scopes and with at least two potential 
suppliers. Procurements of this magnitude require an attempt to secure competitive bids and the 
inclusion of at least one diverse supplier. All bidders must receive the same information (including 
standard general terms and conditions) and response deadlines.  
 
A Contractor of Choice Program allows for no-bid awards where required to ensure access to 
skilled labor for construction projects. It permits awards on a cost-not-to-exceed or lump sum basis 
at amounts less than or equal to FirstEnergy estimates of costs. A request for documentation of 
related party transactions and contractor-of-choice awards disclosed an extensive list (for example, 
over 30,000 individual transactions, most of them of very small dollar amounts). The generation 

I I 
I I I I 

~ 

~ 
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of these lists from the SAP system and the details provided in the system indicate attention to 
assuring complete lists for reporting and evidence of compliance with requirements associated 
with Contractor of Choice procurements. 

5. Approval Levels 
The approval requirements for new purchase orders and change orders escalate with the value of 
the commitments involved and the procedure prohibits separating orders to produce a lower 
approval level. The requirements are: 

• ≤ $10,000 - - no approval necessary  
• $10,001 - $100,000 - - Purchasing Associates 
• $100,001 - $1,000,000 - - Buyers/Supervisors 
• $1,000,001 - $2,000,000 - - Managers 
• $2,000,001 - $5,000,000 - - Directors 
• ≥ $5,000,001- - Vice President or Chief Procurement Officer.  
 

Special approval requirements apply for procurements of $120,000 or more that involve a related 
party. This provision uses the term “related party” as defined for purpose of the U.S. Securities 
and Exchange Commission Transactions with Related Persons, Promoters and Certain Control 
Persons regulation. 
 
The procedure also addresses supplier credit review, requiring the Corporate Credit Risk group to 
review credit of suppliers with whom whose aggregate commitments exceed $5 million 

6. Supplier Diversity 
The central Supply Chain organization has set and operated under a single goal for diversity-
supplier spend as a percentage of total spend for “the entire organization.” This goal includes 
quantified yearly threshold, target, and stretch values, not differentiated by operating company. 
Supply Chain also tracks spend by the supplier categories required by the U.S. General Services 
Administration and reports “Tier II” spend (amounts spent on procurement from diverse supplier 
groups). A Supply Chain analyst manages activities related to diversity spend. 
 
Management observed that growth in minority spend had lagged that in other diverse supplier 
categories. It responded by initiating in 2021 the FirstEnergy Diverse Supplier Development 
Program to offer possible minority suppliers unique relationship building and mentoring 
opportunities. A separate Supply Chain analyst manages this program. The program accepted five 
participants FirstEnergy-wide in 2021, offering training offered by Supply Chain and participation 
in bid events. 
 
The next table summarizes threshold, target, and stretch goals for diversity spend in recent years, 
illustrating that actual performance has reached stretch levels. The table shows specific goals for 
Potomac Edison, operating in Maryland. The Maryland values reported have exceeded overall 
FirstEnergy rates, making Potomac Edison’s contribution to the corporate totals greater than those 
of the other states as a whole, and perhaps New Jersey as well. We cannot determine the New 
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Jersey contribution because the information management provided reported state-level data for 
only one state - - Maryland. 
 

FE-Wide Diversity Spend Goals 

Goal Actual Goal Actual Goal Actual 
Target 13.00% 14.11% 12.50% 14.00%
Stretch 11.75% 14.00% 15.90% 15.50% 16.25%

Threshold 11.25% 16.00% 17.00%
Maryland 25% 33.44% 25% 26.21% 25% 26.48%

2019 2020 2021Category

 

7. Warehousing and Storage 
The map below shows the geographic footprint of the FirstEnergy operating utilities. The 
following Distribution Centers serve their warehousing needs (with all three serving the more 
widely dispersed PennElec operations): 

• WDC: Ohio Edison, Penn Power, Toledo Edison, and Cleveland Electric Illuminating 
• EDC: JCP&L and Met Ed 
• SDC: MonPower, Potomac Edison, and West Penn Power 

 

8. Materials Management Procedures 
Material Operations has responsibility for carrying out the inventory management procedures and 
activities. JCP&L personnel have the responsibility for considering the inventory impacts from 
their work that requires access to inventories materials. A series of procedures guide the operations 
of materials management for JCP&L 

• Procedure MOIM002, FirstEnergy Material Operations Inventory Management, addresses 
management of FirstEnergy non-fuel inventory, seeking to minimize duplication and 
excess, while ensuring material availability without unnecessary costs 
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• An Energy Delivery Capital Spare Control & Use procedure defining guidelines for 
classifying and accounting for equipment as capital spare equipment 

• FEU Material Planning/Stocking Strategy-September 2017 outlining means by which 
Materials Control Specialists determine appropriate stocking levels 

• An FE-INV-M&S policy establishing guidelines for excess and obsolete items, to classify, 
measure and account for excess or obsolete materials and supplies accurately 

• An Energy Delivery OTL Charging procedure that addresses the cost collectors usable for 
charging of Other-Than-Labor costs for items such as material, mileage, expenses, 
contractors, non-stock purchases, tools, counter stock, freight, and journal entry 
adjustments. 

 
Procedure MOIM002 sets minimum requirements for personnel who manage and control non-fuel 
inventory, request material, and record key information about inventory. A FirstEnergy 
Stocking/Material Planning Strategy guides the determination of stocking levels that will optimize 
inventory availability in combination with costs. The strategy includes consideration of historical 
usage, acquisition lead times, supplier information, and item criticality, calling for unique 
management of different material types. 
 
Stock items receive codes under a structured process for creating them. These codes support 
managing and controlling their inventories. Three-level coding permits manage stock by criticality 
(e.g., critical utility spares secure the highest, “A” categorization). A Material Master provides a 
comprehensive, central system that supports applications for purchasing, replenishment, and 
invoice verification. The system and supporting data permit transfer of materials among FE 
locations where doing so may avoid the need for procuring added amounts. 
 
The Material Requirements Planning (MRP) module of the SAP enterprise software platform 
drives material requisition and inventory management, considering known and projected needs. 
MRP uses “types” to determine planning for particular materials and Reorder Points generally set 
by operations or engineering, based on factors such as failure rates, contracts, and material 
availability. Mathematical computation of reorder points considers average use levels and lead 
times and adds “safety stock” to account for variable usage and acquisition times. Features that 
apply in managing supplier and delivery lead times call for making them binding where possible, 
for comparing planned to actual durations, and for addressing variances in Supplier Performance 
Meetings. 
 
The process also sets minimum lot sizes for ordering, considering such factors as agreements with 
suppliers, or freight requirements, among others. Determining total times to replenish considers 
durations of the purchasing process, expected delivery times, and receipt processing upon arrival 
at the warehousing location. A variety of “stock status” codes guide measures applicable to classes 
requiring special treatment (e.g., obsolete, temporarily deemed defective pending resolution, no 
longer supplied externally). 
 
Procedure MOIM002 also provides FERC pricing rules that apply cost or market pricing 
depending on whether the provider and recipient are regulated utilities, service companies, or non-
utility affiliates. The procedure requires consultation with state level legal personnel for 
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transactions involving a state-regulated utility but does not include the specific New Jersey 
requirements. 

9. Inventory Levels 
Overall levels tracked well against targeted levels for 2017, then remained above targeted levels 
through 2020. Inventory returned to targeted levels through May 2021. The next table shows how 
EDC inventory levels compared to their targets and to those of other FE groups. 
 

FE-Wide Inventory Levels 
Group Target Actual ∆ Target Actual ∆ Target Actual ∆ Target Actual ∆ Target Actual ∆
WDC $45,420,000 $46,852,319 3.2% $45,720,000 $47,313,367 3.5% $50,968,121 $57,678,251 13.2% $57,678,251 $84,626,965 46.7% $76,176,402 $78,829,142 3.5%
EDC $48,420,000 $48,997,473 1.2% $49,020,000 $51,567,215 5.2% $52,761,217 $59,651,518 13.1% $59,651,518 $61,583,375 3.2% $62,956,908 $59,144,255 -6.1%
SDC $36,000,000 $35,660,818 -0.9% $36,650,000 $37,048,008 1.1% $38,680,258 $37,835,783 -2.2% $38,680,258 $43,080,419 11.4% $44,378,970 $43,221,441 -2.6%

Corp Meters $14,228,207 $14,499,644 1.9% $15,300,000 $15,894,460 3.9% $8,950,000 $9,972,581 11.4% $14,950,000 $27,346,052 82.9% $16,150,000 $15,486,795 -4.1%
Transmission $4,585,300 $1,785,914 -61.1% $2,400,000 $3,938,781 64.1% $6,632,000 $4,276,302 -35.5% $4,576,302 $4,037,831 -11.8% $3,829,780 $3,336,731 -12.9%

ATSI Sync Cond1 $720,000 $677,400 -5.9% $677,000 $659,871 -2.5% $7,000,000 $2,201,833 -68.5% $4,201,833 $3,411,237 -18.8% $3,634,461 $3,284,431 -9.6%

PA Spare Transmssion2 $132,000 $79,641 -39.7% $80,000 -100.0% $19,700,000 $20,848,181 5.8% $20,700,000 $20,796,890 0.5% $21,378,960 $21,426,212 0.2%
Total $149,505,507 $148,553,209 -0.6% $149,847,000 $156,421,702 4.4% $184,691,596 $192,464,449 4.2% $200,438,162 $244,882,769 22.2% $228,505,481 $224,729,007 -1.7%

Yearly Change 0.2% 5.3% 23.3% 23.0% 8.5% 27.2% 14.0% -8.2%
   1 Category changed to CAET & IT in 2021
   2 Category chnaged to Regulated Generation in 2021

2021 (through May)2017 2018 2019 2020

 
 
The next table breaks down EDC target and actual inventory levels by functional category. 
 

EDC Inventory Levels Compared to Target 

$ %
2017 $3,905,597 $23,812,123 $11,770,839 $1,086,849 $5,731,138 $2,690,927 $48,997,473 $48,420,000 $577,473 1.2%
2018 $4,119,304 $24,215,607 $13,499,779 $1,395,641 $5,415,197 $2,921,686 $51,567,215 $49,020,000 $2,547,215 5.2%
2019 $5,903,089 $30,057,105 $14,013,550 $1,305,221 $5,383,382 $2,989,171 $59,651,518 $52,761,217 $6,890,301 13.1%
2020 $5,661,038 $31,227,423 $14,926,676 $1,303,120 $5,058,708 $3,406,410 $61,583,375 $59,651,518 $1,931,857 3.2%
2021 $5,300,461 $29,927,201 $14,178,742 $1,545,368 $4,928,769 $3,263,714 $59,144,255 $62,956,908 ($3,812,653) -6.1%

Variance
Year Transmission Distribution 

Distribution 
Transformer 

Meters & 
Equipment Substation Other1 Total Target

 

10. Order Fill Rates 
The next table summarizes on-time, complete completion of work orders in recent years by the FE 
Distribution Centers. 
 

Distribution Center Work Order 
DC 2017 2018 2019 2020 2021 1

EDC 96% 97% 95% 92% 95%
SDC 90% 95% 95% 96% 96%
WDC 95% 96% 95% 94% 94%

DC Total 93% 96% 95% 94% 95%
   1 through May  

11. Inventory Turns 
Inventory turnover measures the rate at which management replaces inventory over a given time 
period due to issuance for use (or due to sales for many businesses). Inventory turnover ratio 
measures the value of inventory issued versus the value of inventory maintained. The next table 
summarizes the cost of EDC issuances and of average inventory values for recent years. 

I I I I I I I I I I I I 
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EDC Issuances from Inventory 

Item 2017 2018 2019 2020 2021
Value of Issuances $71,039,533 $67,946,651 $76,927,714 $80,937,832 $71,039,533

Average Inventory Value $59,144,255 $51,567,215 $59,651,518 $61,583,375 $59,144,255  
 
Specifically, an inventory turnover ratio calculation divides the cost of items issued by the average 
cost of items in inventory for the same period. Management has calculated this ratio for ten 
categories of items. The next table shows the summary values for inventory turns by the three 
Distribution Centers and for meters overall. 
 

Inventory Turn Rates 

Total Net Total Net Total Net Total Net Total Net
Total 1.31 1.26 1.64 1.44 1.44 1.37 1.11 1.20 1.31 1.26
EDC 1.20 1.27 1.32 1.35 1.29 1.33 1.31 1.44 1.20 1.27
WDC 1.27 1.32 1.35 1.45 1.24 1.30 1.07 1.08 1.27 1.32
SDC 1.19 1.11 1.56 1.48 1.52 1.40 1.25 1.17 1.19 1.11

Metering 2.28 1.44 3.85 1.71 3.26 2.54 0.52 0.91 2.28 1.44

2021
Entity

   Net columns exclude transformers and meters

2017 2018 2019 2020

 

12. Inventory Movements 
Effectively managing inventory, which varies constantly as items move in and out, requires 
recording of those movements to ensure optimum stock maintenance levels and sound cost control. 
The next table summarizes management’s recording of those movements in millions of dollars. 
Management also reported $815,679.50 as the value of JCP&L materials having no usage in the 
past five years.  
 

Inventory Movements 

Purchases Issues In Out
2017 $52.78 ($64.95) $5.92 ($0.49) $8.17 $1.43 13%
2018 $64.33 ($76.16) $7.11 ($0.38) $8.33 $3.23 11%
2019 $81.39 ($86.51) $5.47 ($0.49) $10.02 $9.88 12%
2020 $77.78 ($89.32) $5.74 ($0.96) $8.51 $1.75 10%
2021 $22.99 ($29.21) $3.31 ($1.64) $3.06 ($1.49) 10%

Issuances 
Returned

Year

   2021 values through May

Transfers
NetReturns

Purchase & Issuances

 

13. JCP&L Single and Sole Source Awards 
Procedures allow two means for procuring materials and services without competition: 

• Single Source: a request for a designated supplier when multiple sources can supply. 
• Sole Source when a single approved supplier can supply. 

Business units must complete and secure approval using a Supply Chain Non-Competitive 
(Single/Sole Source) Justification form for requests whose commitment value equals or exceeds 
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$50,000. The next table shows single and sole source awards made for materials intended 
specifically for JCP&L use in 2020 and 2021. We examined the approval documentation for the 
first and third largest, finding it complete, as required by the approval form template. These 
procurements, low in overall number came from large suppliers of electric system equipment and 
parts and operating broadly geographically, except for the very small, $3,000 purchase listed in 
the table. 
 

Single & Sole Source Materials Awards for JCP&L 
Created Vendor Price Description 

3/27/2020 210045364 $68,160 P# circuit 
3/27/2020 210055058 $500,000 Substation Parts 
8/12/2020 140031046 $900,000 Substation Parts 
1/12/2021 210040211 $50,000 Substation Breakers &Parts 
8/11/2021 63840011 $3,000 None listed 
9/13/2021 141000497 $210,200 Circuit-Switcher 
10/4/2021 210044794 $12,576 Grounding Conductors 
10/27/2021 210060731 $62,793 Relay Tester 

Total $1,806,729 

14. “Make/Buy” Decisions 
FESC Business Services Groups assigned to organizations responsible for corporate, utility, and 
transmission groups participate in annual budget review processes. Their responsibility includes 
an examination of budgeted outside service costs for budgeting cost centers, including those 
responsible for providing services to or for JCP&L. Their review, informed by knowledge of 
historical trends provided by yearly repetition of the reviews, considers adherence to fiscal 
guidelines set for budgeting and sufficiency in maintaining service levels and in meeting 
department goals and objectives. JCP&L has responsibility for these reviews for outside services 
retained at the JCP&L level. No entity has assigned responsibility for conducting periodic reviews 
of JCP&L, or other FirstEnergy entities serving it, or for making decisions whether to perform 
activities internally or through outsourcing. Commissioning such reviews lies within the discretion 
of each unit/organization involved. However, FirstEnergy has undertaken reviews (such as FE 
Forward and FE Tomorrow) whose focus on improvement in effectiveness or efficiency have 
considered sources of resources. 

C. Conclusions 

1. FirstEnergy’s consolidation of purchasing and materials management while locating 
materials distribution centers throughout the regions served by its operating companies 
has promoted economy and efficiency, without sacrificing JCP&L control over access to 
what its personnel need to deliver service in New Jersey. 

The recent placement of purchasing and materials management responsibilities under a newly 
created Vice President, Supply Chain has provided for tighter coordination of these interrelated 
functions, eliminating the previous, anomalous reporting of warehousing and materials 
management for all the operating companies to an Ohio operating company president. 
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Significant streamlining has come to management of purchasing and materials management 
activities, first with the end of the need to serve commercial power and energy operations. More 
than a ten percent reduction had occurred by 2019. Resource reductions continued thereafter, 
dropping from the 2019 level of 396 to 339. Overall resources have fallen by 24 percent since 
2017. 
 
We examined inventory levels since 2017. They had generally run above target through 2020. 
However, inventory returned to target levels by mid-2021. The rates of timely and complete order 
fulfillment for the distribution center serving JCP&L has remained sound, with a small drop having 
occurred in 2020. Our examination of inventory movements and turn rates since 2017 disclosed 
no indication of recurring difficulties. 

2. The central organization that conducts procurement and materials management for the 
operating companies, including JCP&L, employs effective policies, procedures, approval 
limits, systems, and practices to control procurement, warehousing, and distribution, 
promoting competition and economy. 

Purchasing procedures became streamlined since elimination of service to a commercial power 
and energy business. We found them clear and reasonably concise; they establish objective and 
executable competition requirements. They permit sound control in exercising material and 
equipment purchasing, warehousing, and distribution. Industry-typical systems provide efficient, 
automated means for conducting these activities. Appropriate procedures limit and govern the use 
of purchasing cards for smaller purchases. We found the levels of management or executive 
approval operating under an appropriate hierarchy, with limits typical in our experience. 
 
We also found materials management procedures sound in addressing minimization of excess 
inventory without jeopardizing availability, in providing for the management of spare parts, in 
determining appropriate stocking levels, in identifying and dealing with excess and obsolete items, 
and in establishing cost collectors for required work activities and expenditures. An automated 
system effectively identifies existing items, controls their distribution, guides replenishment, and 
provides for invoice verification. The system also permits identification of opportunities for 
transfers among Distribution Centers operating across the combined operating company footprint. 
Such transfers can reduce purchasing needs. 

3. The numbers and values of single and sole source awards were at reasonable levels and 
performed under the procedures designed to manage their approval.  

Adequate procedures exist to ensure review and approval of procurement awards made without 
soliciting competition. We found such procurements reasonably limited in number and value and 
processed in accord with justification, review, and approval requirements as provided by those 
procedures. 

4. Consolidation of procurement at the FESC level provides reliable and economical access 
to materials and goods for JCP&L, while permitting the local utility to exercise effective 
control over securing what it needs to provide safe, reliable, and cost effective service to 
New Jersey customers. 



Board of Public Utilities Final Report – Public Version Phase Two of an Affiliates and 
State of New Jersey Supply Chain Management Audit of JCP&L 

 

 
February 7, 2023  Page 497 
 The Liberty Consulting Group 

The Distribution Center from which JCP&L requisitions equipment and materials is located about 
110 miles from Morristown, NJ. It also serves operations in eastern Pennsylvania, which promotes 
efficient operations without compromise to ready accessibility for JCP&L. Those responsible for 
New Jersey operations retain sufficient ability to identify their materials needs and institute 
requests for them from accessible, soundly located distribution facilities. Our review of 
performance data indicated a reasonable level of timely and complete order filling for JCP&L. 

5. FESC has established and met diversity supplier goals overall, increasing them 
moderately each year; however, it fails to track diversity spend in New Jersey in any of 
the documentation it provided. (See Recommendation #1) 

A single, FirstEnergy-wide percentage goal for annual diverse-supplier spending, increasing 
moderately yearly, has applied. Management performance has exceeded the “target” (mid-range) 
level since 2019. The target percentages have increased each year from 2019 through 2021. 
Management also established in 2021 a development program to enhance opportunities for 
participation in competitions by minority suppliers, a group that had shown lagging growth in 
spend share. 
 
Management, however, does not break goals down by state or operating company or by the 
diversity categories employed by the U.S. General Services Administration. It does track spend by 
U.S. GSA category. Lack of state or operating company level tracking leaves an important gap in 
JCP&L’s contribution to diversity spend. Management makes one exception to the lack of state-
level reporting. It tracks percentages achieved for Maryland spend against a quantified target. 
Company comments on a draft of this report stated that the JCP&L President provides diverse 
spend at periodic BPU meetings. 
 
Reported spend shares in Maryland significantly surpass those achieved under the undifferentiated 
system-wide target. The differential raises the question of how low spending may be in New 
Jersey, given that Maryland-reported contribution appears well above the average. The Maryland 
difference also raised questions about how management sets New Jersey targets, reports against 
them in a manner visible across all those in the enterprise, and induces performance that meets 
them. 

6. Business Service Groups play useful roles in controlling the costs of common service 
providers who support JCP&L operations, but FirstEnergy does not employ a structured 
process for overseeing make/buy decisions of those serving entities. (See Recommendation 
#2) 

The activities of the Business Service groups assigned to operating companies and to common 
service and operating groups support budgeting, reporting, and review of costs. Moreover, 
FirstEnergy has continued to examine and change the structure and resources engaged in serving 
the electricity transmission and utility operations businesses that remain following exit from of the 
commercial power and energy businesses. However, a structured program for “make/buy” 
decisions regarding centrally supplied services does not exist.  
 
Broadly examining many areas of contractor use each year, or repeating examinations frequently 
is not useful. However, there is value to be gained from performing even a very few number 
structured reviews more or less annually. Using common methods with the analyses coordinated 
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by sources outside the function involved will assist in creating a culture supporting and a discipline 
in evaluating where and how to use outside resources. 

D. Recommendations 

1. Provide for clear New Jersey-specific diversity spend targets, report against them 
regularly and in a documented manner, and develop and execute plans for bringing it to 
realistically achievable state levels, should it show persistent gaps from overall measures. 
(See Conclusion # 5) 

Increasing diversity spend targets regularly and programs to address lagging supplier categories 
demonstrate efforts to improve performance. However, combining the results across so many 
operations into one target can obscure circumstances of individual operating companies. The same 
devotion to performance improvement should extend across all the regions served by FirstEnergy’s 
operating companies. Circumstances among them certainly differ, making achieving in each region 
of a single target unrealistic. Notwithstanding, management should gather and report data at a level 
that permits it to gauge notable lags or particular successes in New Jersey or at JCP&L. 
 
To the extent that state or operating company specific data shows recurring gaps or strengths, 
management will have the ability to address those, as it began doing in 2021 for the minority 
supplier category. Performance of procurement on a FirstEnergy-wide basis may complicate spend 
measurement and assignment, but Maryland reporting shows that management has found means 
for doing so with a material level of confidence. 

2. Assign to the Business Service Groups responsible for the corporate, utility, and 
transmission sourcing the responsibility for ensuring periodic make/buy reviews by 
common service providers. (See Conclusion #6) 

This recommendation neither calls for nor requires a major change in activities or resources. The 
Business Service Groups at issue already have occasion to develop sound knowledge of the sources 
and trends in outside costs and their roles that aid common service providers in effectively and 
efficiently carrying out their activities. They should, using knowledge of trends in costs, changing 
internal resource requirements, and magnitudes of outside provider costs, periodically task 
providers with demonstrating the cost and service effectiveness where outside providers play a 
significant role.  
 
The Business Service Groups should establish general criteria for performing these reviews, 
tailored as warranted by engagement with the serving entities to adjust them to particular needs 
and circumstances involved. Performance of multiple reviews yearly or frequent repetition of 
reviews of particular areas of operation are neither required nor useful. In contrast, a program that 
supports candid resource alignment revisitation through perhaps as few as one- or two-yearly 
studies of particular areas of use of a particular form of outside services, using sound analytics and 
methods, can improve efficiency without imposing significant burdens on the serving entities or 
added resource requirements on the Business Service Groups.  
 
The Transformation organization offers an additional source of coordination, support, and possibly 
even management of the small-scale program envisioned by this recommendation. 
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Chapter XXI: Surface and Air Fleet Management 
A. Background 

Vehicle management has received increased attention at utilities in recent years; focus on reducing 
cost increases for investments and maintenance has sharpened and vendors have responded with 
new options for fleet ownership, maintenance, and vehicle configuration. FirstEnergy operates an 
enterprise-wide Fleet Services organization that manages acquisition and disposal for all the 
operating companies, including JCP&L. It also provides the overall structure, processes, tools, 
systems, and reporting under which operating companies, again including JCP&L, manage the 
garaging, maintenance, and repair of the vehicles used directly in their operations. We examined 
the roles, organizations, management, performance, and costs at the central organization and in 
New Jersey, where JCP&L operates a fleet of over 1,300 vehicles. 
 
We assessed effectiveness in providing efficient transportation service, non-stationary equipment, 
and vehicles. FirstEnergy also operates, as fewer holding companies do now, an aircraft fleet, 
under management of a separate organization and consisting of two fixed-wing jet aircraft and two 
helicopters. We performed a similar examination of air fleet management and operations. We 
reviewed how JCP&L manages its vehicle assets and resources efficiently while effectively 
supporting dispersed field operations. 
 
The basic operations of an electric utility make specialized equipment designed for unique uses 
necessary, with transferability of vehicle use among applications complicated. Nevertheless, 
benefits from common fleet purchasing, maintenance and disposition have been sought through 
various consolidation efforts. We examined the extent to which the JCP&L fleet has maximized 
efficiencies from common transportation management elements, recognizing the need to maintain 
equipment availability for the high demands placed on fleet units, because of the need to maintain 
service at reliability levels necessary to meet service demands. Vendors offer alternatives, which 
management should periodically consider, to company-owned and operated fleet acquisition, 
maintenance, and disposition. We also examined how management makes use of programs to 
managing costs and improve vehicle availability. 
 
Areas on which we focused included: 

• Fleet acquisition and ownership/leasing practices 
• Garage locations, resources, practices, and performance 
• Vehicle replacement and addition planning 
• Budgeted and actual expenditure consistency with operational requirements 
• Vehicle availability 
• Policies and practices for vehicle assignment and use  
• Preventive maintenance practices 
• Fuel-use controls 
• Accidents and moving violations 
• Continuing evaluations of the effectiveness of maintaining an internal air fleet. 
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B. Findings 

1. Vehicle Fleet Management Organization and Staffing 
The central, FESC Distribution Support Fleet Services has responsibility for approving and 
executing acquisition, retirement, and disposal of all vehicles, trailers, and power-operated 
equipment for all FirstEnergy operations, including the large fleet operated by JCP&L distribution 
operations personnel. Its authority extends to acquisition approval and execution. This group 
coordinates an annual process for identifying operating company vehicle replacements and 
additions. Acquisitions beyond the annual planning numbers and types use a request process 
managed by the central group and operate through a process for justifying the underlying need. 
 
Individual operating company groups (FirstEnergy Utility Fleet Services Departments), however, 
directly manage the maintenance of vehicles assigned to them, using internal creation and approval 
of work orders, policies, processes, and an order creation system provided and administered by the 
central group. JCP&L Fleet Services also manages parts availability and third-party servicing and 
work for its vehicles. 
 
The central, FESC Fleet Services group operates under the overall direction of the Vice President, 
Distribution (a direct report to the SVP & President, FEU). Its services include vehicle and 
equipment acquisition, leasing, titling and licensing, permitting, regulatory compliance, and 
disposal. The group operates a Management Information System. The Manager of Fleet Services 
directly manages the group, which consists of four technical specialists, a fleet technician, and a 
business analyst. 
 
The organization responsible for maintaining vehicles in New Jersey operated under a group 
reporting through the JCP&L Vice President, Operation. A JCP&L Manager of Fleet Services 
(reporting to the JCP&L Director of Operations Support) used a staff of 55 to maintain fleet 
equipment in New Jersey. Four Supervisors reporting to this Manager have responsibility for the 
work of the service technicians and others who inspect, maintain, and repair fleet vehicles and 
equipment. Staffing consists of 42 fleet services technicians. 4 fleet services chiefs, 1 auto painter, 
and four clerks. Staffing had grown by two Fleet Services Technicians since 2017. The New Jersey 
Fleet and Facilities organization took on responsibility as well for Facility and Environmental 
activities at JCP&L. Those resources have consisted of a group of seven or eight (providing, for 
example, janitorial, maintenance and repair, and messenger services) and a single environmental 
coordinator. Company comments on a draft of this report noted that organization structure has 
changed subsequently in 2022. The reported changes include an increase from four technical 
specialists to nine. 

2. JCP&L Vehicle Fleet 
JCP&L has maintained reasonably consistent vehicle fleet characteristics. The next table shows 
that the fleet has grown by six percent since 2016. 
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JCP&L Vehicle Fleet Composition 
Class 2017 2018 2019 2020 2021 ∆

1 - LIGHT DUTY <=8500 GVW 164 160 160 180 174 10
2 - MEDIUM DUTY  8501-17499 270 265 267 290 293 23
3 - HEAVY DUTY >=17500 50 50 54 60 60 10
4 - AERIAL TRUCKS 244 259 256 263 259 15
5 - DIGGER DERRICKS 73 77 70 69 69 -4
6 - CRANE TRUCKS 19 19 19 16 15 -4
7 - TRAILERS 312 309 312 324 326 14
8 - CONSTRUCTION 59 59 63 65 64 5
9 - MISCELLANEOUS 60 53 65 68 66 6

Total 1,251 1,251 1,266 1,335 1,326 75   
 
The next table shows for the 1,326 vehicles in mid-2021 the portion leased, average age, and 
numbers of monthly repairs. 
 

JCP&L Vehicle Fleet Characteristics 
Class No. Leased Age Repairs

1 -LIGHT DUTY <=8500 GVW 174 42% 6.2 157.6
2 - MEDIUM DUTY  8501-17499 GVW 293 56% 6.8 310.2
3 -HEAVY DUTY >=17500 GVW 60 87% 10.3 44.2
4 - AERIAL TRUCKS 259 50% 6.6 576
5 - DIGGER DERRICKS 69 91% 5.7 86.4
6 - CRANE TRUCKS 15 100% 8.9 12.8
7 - TRAILERS 326 50% 19.8 90.6
8 - CONSTRUCTION EQUIPMENT 64 14% 13.9 28.4
9 - MISCELLANEOUS 66 2% 13.9 27.4

Total 1,326 51% 10.7 1,334  
 
The next table shows JCP&L vehicle fuel use and source for the past several years. Shares of 
internally- and externally secured supplies have remained roughly the same and total diesel use 
has dropped significantly. 
 

JCP&L Vehicle Fuel Use 
Fuel Location 2018 2019 2020 2021A 2021E Change

Onsite 328,339 308,973 366,521 141,541 339,698 3.5%
Offsite 113,787 105,709 127,742 50,306 120,734 6.1%
Total 442,126  414,682  494,263  191,847  460,433  4.1%
Onsite 867,490 811,009 939,181 309,850 743,640 -14.3%
Offsite 9,065 13,182 29,771 3,167 7,601 -16.2%
Total 876,555  824,191  968,952  313,017  751,241  -14.3%

Gas

Diesel

                2021A: actual amounts through May          2021 E: May totals annualized (x12/5)  
 
JCP&L locates its vehicles at 30 “Parking Locations” across the service territory, with the 
following comprising the largest: 

• Farmingdale: 135 • Wharton: 82 • Berkely: 76 • Wall: 71 
Vehicle counts at the remaining locations average close to 40, excepting one location that includes 
a single vehicle. 
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3. Vehicle Fleet Costs 
The next chart shows stability in JCP&L’s fleet services costs for the vehicles it manages. JCP&L’s 
costs have changed at a rate similar to those of the other operating companies overall. FESC fleet 
costs have also remained stable, with JCP&L’s share rising somewhat. However, they remained at 
a comparatively small $250 thousand for 2021. 
 

Fleet Services Costs 

$ %
Labor & Benefits $6,318,373 $6,473,739 $7,000,870 $682,497 11%

Materials & Equipment $6,577,025 $6,940,292 $8,071,670 $1,494,645 23%
Professional & Contractor $282,121 $330,056 $146,182 ($135,939) -48%
Lease & Rental Payments $7,409,230 $7,934,614 $7,024,676 ($384,554) -5%

Other Non-Labor $509,551 $332,120 $49,202 ($460,349) -90%
Total JCP&L Fleet Services O&M $21,096,300 $22,010,821 $22,292,600 $1,196,300 6%

Total All Operating Companies $113,181,597 $110,511,687 $120,407,495 $7,225,898 6%

$ %
Labor & Benefits $1,426,995 $1,569,944 $1,590,716 $163,721 11%

Materials & Equipment $32,479 $28,532 $31,419 ($1,060) -3%
Professional & Contractor $60,756 $5,073 $3,636 ($57,120) -94%
Lease & Rental Payments - $899 - - o%

Other Non-Labor $78,244 $35,149 $48,344 ($29,900) -38%
Total FESC Fleet  Services O&M $1,598,474 $1,639,597 $1,674,115 $75,641 5%

JCP&L Share ($) $167,840 $243,808 $256,307
JCP&L Share (%) 10.5% 15% 15.3%

$88,467 
4.8%

FESC Fleet Services

Category 2019 2020 2021
Change

Change
2019 2020 2021

JCP&L Fleet Services

Category

 
 
The next table shows capital spending in recent years and as budgeted through 2023. Central Fleet 
Services spending has remained stable. As expected, operating companies’ spending has proven 
very substantially larger; they operate the vast majority of FirstEnergy vehicles. JCP&L capital 
spending for vehicles jumped very substantially in 2021, but much more moderate budgets for the 
ensuing years produce a multi-year pattern that does not appear extreme and that indicates attention 
to the New Jersey utility needs. JCP&L’s costs for central group vehicle capital spending come in 
the form of an allocation of annual amortization. 
 

Vehicle Capital Spending 
2019 2020 2021 2022 2023 Average

$ 988,414 $ 956,306 $ 1,101,646 $ 1,100,000 $ 1,100,000 $ 1,049,273

$ 9,345,546 $ 6,228,901 $ 11,554,920 $ 5,672,553 $ 9,092,277 $ 8,378,839

$ 2,266,629 $ 1,731,939 $ 5,478,416 $ 2,435,682 $ 1,091,153 $ 2,600,764

Service Company Fleet Services Capital

Total Operating Company Fleet Services Capital

JCP&L Fleet Services Capital

 

4. Vehicle Fleet Policies and Procedures 
The following procedures apply to the acquisition, use, and management of company vehicles: 

• Fleet Services Policies and Procedures Workflows 
• FirstEnergy Vehicle and Equipment Acquisition Policy 
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• FirstEnergy Use of Company Vehicles and Assignment 
• FirstEnergy Employee Assigned Company Vehicle Policy 
• FirstEnergy Company Vehicle Mileage Reporting Requirements 
• FirstEnergy Company Vehicle and Equipment Hours of Use Reporting Requirements 
• FirstEnergy WEX Fuel Card Policy and Procedure. 

5. Vehicle Fleet Management System 
Management employs a third-party system widely used for vehicle life-cycle management. This 
M5 Fleet Focus Application supports management of each asset’s life cycle from acquisition to 
disposal. The M5 application provides work order and labor tracking, maintenance scheduling, 
parts and inventory tracking, dashboards and KPIs, maintenance history, fuel management, and a 
range of other capabilities. Fleet Services initiates work orders in M5. Mechanics who perform 
work under them use timecards to enter their direct and indirect labor, with subsequent review. 
Management performs servicing and repairs in-house, except for warranty work and under 
extenuating circumstances (e.g., cases requiring specialized tools or parts, or where internal 
resources are limited). 
 
Fleet Services also coordinates purchasing and lease initiation for all vehicles, including those 
maintained by JCP&L Fleet Services. Defined age and mileage criteria govern replacement for all 
nine vehicle asset classes used. Fleet Services coordinates an annual vehicle replacement planning 
process, under which each operating company’s Fleet Services group identifies needs and 
requirements. Additional needs not included in the annual replacement process go through a 
business case review, producing New Unit Requests. FE utility operating company requests of less 
than $10,000 require approval by the utility president, with those of greater value also requiring 
approval by the FEU Vice President, Operations. The procedure governing acquisition addresses 
accounting for purchased and leased vehicles. 
 
For leased vehicles, Fleet Services makes payment to lessors and manages accounting for costs. 
JCP&L Fleet Services manages receipt and payment of and accounting for invoices from vehicle 
parts and service providers for the vehicles it maintains and services. A procedure identifies 
eligibility for securing assigned vehicles, imposes obligations regarding their care and 
maintenance, and places limits on their use for personal reasons. Other procedures require and 
specify the responsibility and means for recording hours and miles of vehicle use and control the 
use of company fuel cards used for refueling at offsite, commercial locations. 
 
The M5 Fleet Focus System tracks vehicles and equipment, records all work performed, sets 
preventive maintenance schedules and frequencies, forecasts expected work, and manages recall 
and warranty issues FE-wide. Each operating company’s Fleet Services Department prepares its 
own detailed work performance plans and approves maintenance work. Use of the M5 application 
covers all vehicles, trailers and powered construction equipment, forklifts and UTVs. Management 
uses M5 to track all work performed, using work orders that capture mechanic labor, parts and 
service costs for each asset. Management has underway an expansion of its M5 use, adding 
modules for ad hoc reporting, queries, dashboards, and smart applications. 
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6. Measuring Vehicle Fleet Performance 
Fleet Services tracks a variety of performance factors. They include: 

• Costs per unit 
• Maintenance repair factors (MRF) 
• Costs per MRF 
• Down time hours 
• Vehicle availability factor 
• Labor hours 
• Direct versus indirect labor hours 
• Vehicle inventory by asset class 
• Full time equivalent personnel 
• Preventive maintenance jobs 
• Preventive maintenance jobs by mechanic 
• Overdue preventive maintenance by location, duration, and priority 
• Vehicles with low usage by asset class 
• On-site versus off-site fueling quantities. 

 
JCP&L’s metrics have in many respects and for a number of years varied substantially from the 
performance of the other operating companies. JCP&L’s performance across a range of categories 
has regularly proven the most extreme (in a negative direction) among this group. The next table 
shows JCP&L measurements and compares them to the other companies as a group. Total fleet 
costs as a function of both the number of JCP&L vehicle/equipment units in total and weighted by 
repair needs (MRF) have comprised or come close to maximum values, proving well above 
average. JCP&L ratios measuring numbers of mechanics and total staffing (FTEs) have similarly 
well exceeded average and often proven the maximum for the operating companies. Preventive 
maintenance activities performed per employee show a similar pattern. Finally overdue 
maintenance has consistently exceeded average and low use vehicle factors have more recently 
come to do so as well. 
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JCP&L Comparative Fleet Metrics 

JCP&L v. Avg. JCP&L v. Avg. JCP&L v. Avg. JCP&L v. Avg. JCP&L v. Avg.
Total Actual $22,292,600 $22,010,821 $20,034,258 $20,692,802 $20,002,657
Total Plan $23,193,934 $22,685,891 $22,965,347 $22,076,345 $21,970,280
Actual/Plan 96.1% 4% 97.0% 2% 87.2% 0% 93.7% -1% 91.0% -5%
Cost/Unit Actual $17,374 19% $17,297 27% $16,649 14% $17,603 10% $16,888 7%
Cost/Unit Plan $17,994 15% $17,621 23% $19,025 11% $18,779 12% $18,549 14%
Actual/Plan 96.6% 4% 98.2% 3% 87.5% 3% 93.7% -1% 91.0% -5%
Actual Cost/MRF $5,591 20% $5,589 28% $5,217 12% $5,445 6% $5,441 7%
Plan Cost/MRF $5,807 16% $5,729 25% $5,972 9% $5,809 8% $5,810 10%
Actual/Plan 96.3% 4% 97.6% 2% 87.4% 3% 93.7% -1% 93.7% -3%

Availability Year Average 92.9% 2% 93.2% 2% 92.7% 2% 94.8% 0% 96.1% 1%
Units/Mechanic 31 -18% 33 -11% 28 -22% 28 -22% 30 -23%
Units/FTE 25 -17% 26 -13% 23 -21% 20 -26% 23 -15%
PMs/Mechanic 191 -21% 174 -24% 172 -21% 13 -24% 17 0%
MRFs/Mechanic 98 -17% 101 -12% 90 -19% 93 -15% 96 -18%
MRFs/FTE 78 -16% 82 -10% 73 -18% 67 -18% 69 -17%

Maintenance Units Overdue 14.2% 196% 24.2% 278% 6.9% 35% 14.3% 361% 13.5% 187%
<250 miles 45.6% 1% 49.6% 11% 41.3% -4% 42.3% 36.0%
0 Miles 42.7% 22% 43.1% 25% 33.5% 2% 30.2% 21.7%

Highest or 
Lowest Value

Below 
Average

Better than 
Average

2021 2018 20172020 2019

not avail not avail

Area Metric

Fleet 
Services 
Costs

Low-Use 
Vehicles

Labor 
Factors

 
 
Management has conducted no benchmarking or assessing of vehicle fleet management costs or 
performance since at least 2017. 

7. Vehicle Accidents and Violations 
The total and at fault numbers of vehicle accidents have fallen significantly in recent years, as the 
next table summarizes. Moving violations have remained at moderate levels. 
 

JCP&L Vehicle Accidents and Violations 
Year Number1 At-Fault Violations

2017 54 26 3
2018 43 18 0
2019 34 10 10
2020 27 12 6
2021 2 1 0

 2 Through May 2021

 1 JCP&L, Affiliates, and Contractors

 

8. User Satisfaction with Fleet Vehicles 
Management has not undertaken any studies of employee satisfaction with company vehicles or 
vehicle support since at least January of 2017. 

9. Air Fleet 
The First Energy fleet of fixed wing aircraft numbered three at the end of 2017 - - two Citation 
XLS+ I planes bought in 2011 and a three-engine Dassault Falcon 900LX jet purchased in 
February 2016. By the start of 2020, Flight Operations had added another Dassault Falcon 900LX 
(bought in December 2018), but disposed of the two Citations. Replacement of the older Dassault 
Falcon with one purchased in July 2020 left the fixed wing fleet at its current two aircraft. This 
Dassault model reportedly has a configuration typically accommodating 12 passengers, with costs 

I I 
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recently reported in the range of $16 million for a 2010 model and $38 million for a 2021 model. 
FirstEnergy also acquired two (typically five-passenger) Bell 429 helicopters in the first half of 
2021, with recent reports showing the cost of new units at $6.4 million. 
 
A 2018 benchmarking exercise conducted for FE by a leading outside firm as part of an initiative 
to restructure corporate and service functions to support a narrower, utility-based business found 
FE in the minority in employing a corporate air fleet: 

• Of a benchmark group of eight other electric utility holding companies having between $10-
$20 billion in market capitalization, only two had corporate jets 

• Of a benchmark group of eight other electric utility holding companies with 5-15 states of 
operation, three had corporate jets 

10. Flight Operations Organization and Staffing 
The Director, Flight Operations and a staff of 25 have responsibility for the FE aircraft fleet. The 
director has three reports who lead multi-person groups: 

• Chief Pilot, with a staff of nine 
• Chief Pilot, Helicopter, with a staff of three 
• Manager, Flight Maintenance, with a staff of five. 

 
Other reports include a flight logistics lead, a flight scheduler, an aerial asset coordinator, an asset 
consultant, and two assistants. Additional helicopter pilot an aerial coordinator positions remained 
open at the time of preparation of this report. Staffing has grown by somewhat about one half from 
2017’s complement of 17. Adding two additional helicopter pilots and resources to address asset 
control and helicopter administration activities have contributed to the increase in personnel. 
 
Management reported only a small level of service to FES, prior to transfer of its assets and 
operations to third-party Safe Harbor as a result of bankruptcy proceedings.  

11. Flight Operations Costs 
The next table summarizes flight operations costs over the past five years. 
 

FirstEnergy Flight Operations Costs 

2017 2018 2019 2020 2021 Q3 2021 Est. $ %
Payroll, Overheads, Benefits $2,635,306 $2,900,210 $3,066,080 $3,388,803 $2,674,314 $3,565,752 $753,496 28.6%

Charges t/f Others (FESC & non-FESC) $14,231 $30,067 $20,316 $13,346 $28,623 $38,164 ($885) -6.2%
Dues, Fees, Licenses $43,600 $69,306 $90,898 $113,087 $30,855 $41,140 $69,487 159.4%

General Business and Travel ($2,885,380) ($2,443,017) ($3,189,488) ($1,957,713) ($1,660,432) ($2,213,909) $927,667 -32.2%
Materials and Equipment $86,046 $23,727 $45,013 $47,451 $460,041 $613,389 ($38,595) -44.9%

Leases and Rentals $5,147,217 $4,566,709 $6,550,918 $8,143,131 $6,494,105 $8,658,807
Other Non-Labor $3,502,572 $6,955,752 $345,935 $1,165,123 ($2,026,006) ($2,701,341) ($2,337,449) -66.7%

Professional and Contractor $387,468 $398,477 $454,230 $392,479 $811,314 $1,081,752 $5,011 1.3%
Total $8,931,059 $12,501,232 $7,383,902 $11,305,707 $6,812,815 $9,083,753 $2,374,648 26.6%

$ $3,570,173 ($5,117,330) $3,921,805 ($2,221,954)
% 40.0% -40.9% 53.1% -19.7%
$ $914,680 $1,208,869 $1,203,030 $1,595,235 $824,741 $1,099,655 $680,555 74.4%
% 10.2% 9.7% 16.3% 14.1% 12.1% 12.1% 1.9%
$ $294,189 ($5,839) $392,205 ($495,580)
% 32.2% -0.5% 32.6% -31.1%

JCP&L Share

Cost Source
$/
%

Year 2017-2020 Change

$

Change from Prior Year

Change from Prior Year  
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12. Aircraft Use 

Flight Operations had operated a shuttle service between offices in Reading, Pennsylvania and 
Akron, Ohio, but has suspended that service since the onset of COVID-19. The next table 
summaries reported 2021 flight hours for the fixed-wing and helicopter fleet (percentages are of 
non-training flight hours). 
 

2021 Air Fleet Flight Hours 
Use Flight Hours Use Flight Hours 

‘’’’’’’’’’’’’’ ‘’’’’’’’’’’’’’ ‘’’’’’’’’’’’’’’’’’’’’’ ‘’’’’’’’’’’’’’ 
Maintenance 65.8 (10%) Training 55.7 (8%) 

Training Flights 54.0 (not app.) Special 11.4 (2%) 
 
Recommendation III-13 of the management audit reported in June 2011 called for management to: 

Perform a lease versus own analysis and submit it to the BPU Audit Division to justify the 
benefits and costs of maintaining and in-house FE flight operation showing various 
lease/own options. Included among the details should also be included JCP&L’s own 
portion of such benefits and costs. 

Management reported this recommendation’s status as completed on November 21, 2013, 
following submission of a “Flight Operations Analysis.” The six page analysis provided to us 
consisted of a comparison of full ownership, fractional ownership, lease, and jet-card options, with 
the analysis “…supporting the current ownership structure of the FE aircraft fleet as currently 
comprised and configured.” The study information provided appears to have considered the costs 
on a total FE basis and not to have considered commercial alternatives. Management reported in 
response to our January 18, 2021 request that COVID-19 consequences and staff availability had 
delayed the planned 2020 start of the next, similar study, which had begun the month of our 
request, with an expectation of completing it in April 2022. 

C. Conclusions 

1. Centralized management of vehicle acquisition and disposal has offered an effective and 
efficient means for managing the costs associated with those activities. 

The split of responsibilities between the central and the operating company fleet services 
organizations provides an effective means of controlling and promoting efficiency and economy 
in vehicle acquisition and disposal. Annual acquisition/replacement/disposal planning coordinated 
by the central organization has provided an analytically sound means for identifying and meeting 
fleet requirements, while providing means to address promptly in-year vehicle needs that emerge.  
 
Leaving to JCP&L the responsibility for managing the fleet it employs and placing the functions 
involved under the JCP&L executive who leads operations at the New Jersey utility keeps 
management close to the source of operations, while providing a source of oversight and review 
from Akron. 
 
Surface fleet staffing and cost have remained stable. They have grown by 2.5 to 3 percent yearly 
since 2019. 
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2. Fleet services uses sound methods to manage its surface fleet, subjects its performance to 
regular measurement, and employs a reasonably comprehensive set of metrics to gauge 
performance in surface vehicle management 

Management employs an appropriate array of procedures, a leading fleet management system, and 
a comprehensive set of performance metrics in managing vehicle acquisition, disposal, and 
maintenance. The applicable procedures broadly cover the material aspects of fleet management. 
Management employs and regularly reports on a suitable range of metrics for assessing cost and 
performance of operating company management, maintenance, and repair and of vehicle numbers 
and availability by class. 
 
The procedures employed and the metrics used address fuel use. The procedures provide controls 
to optimize company supplies and control outside purchases. Fuel use data show material reduction 
in annual diesel fuel use. Management also tracks vehicle accidents and moving violations. Their 
nature and number in recent years showed no evident reason for concern. 

3. Surface vehicle costs for the central group and for JCP&L Fleet Services have both 
remained stable, but New Jersey cost and performance metrics compare highly 
unfavorably with those of the other operating companies. (See Recommendation #1) 

Management has stated that its examination of performance data does not show uncharacteristic 
performance at JCP&L when compared with the other operating companies. However, our review 
of performance metrics shows that JCP&L performance consistently from 2017 through 2021 
compares notably unfavorably across the range of metrics used to measure performance. Isolated 
yearly exceptions under specific metrics do not undercut the observation that the data alone 
evidence a large and sustained performance gap, with JCP&L measures not only well above 
average, but often the least favorable among the operating companies. 
 
Similarly, labor factors that measure work units performed to personnel show a similar pattern, 
identifying low productivity as a potential cause for high cost performance. Less dramatically, but 
still observably, the percentage of JCP&L vehicles exhibiting low use (mileage) has also run above 
average. Overdue maintenance, however, has comprised an area of very significant 
underperformance as compared with the other operating companies. Difference in vehicle type and 
use and approaches to maintenance may account for at least some of the difference, but the 
variances are large enough to warrant careful study. 
 
Management has not undertaken benchmarking or other comparative assessments of fleet 
management costs or performance since at least 2017. Nor has it attempted to validate through a 
structured analysis that internally performed versus contracted fleet services provides the optimum 
balance of costs and vehicle availability and reliability. 

4. Central planning and management processes support the identification and meeting of 
JCP&L fleet needs and the data show no lack of support for providing sufficient numbers 
and types of vehicles. 

The annual planning process promotes an orderly and analytically sound means for identifying 
acquisition and replacement needs. A process for responding timely to emergent needs for 
replacement of additional vehicles exists. The JCP&L vehicle fleet has grown 75 vehicles (six 
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percent) since 2017. A return to historical levels of fleet capital spending for the 2022 and 2023 
budget years has followed a one-time increase in 2021. 

5. Examination of the cost effectiveness and other advantages of maintaining an air fleet is 
overdue and needs to consider its elimination. (See Recommendation #2) 

Flight operations staffing and costs have increased substantially since 2017. Management has not 
revisited since 2013 its analysis of air fleet costs. Moreover, that 2013 study appears not to have 
considered elimination of private flight options, limiting itself to ownership, lease, and jet card 
options for retaining access to private transport. The air fleet, while small, consists of expensive 
units whose ownership, operation, and maintenance impose substantial costs. For example, the 
2021 JCP&L-only share of Flight Operations costs amounted to $1.6 million in the last full year 
(2020) for which we had information. Costs through the third quarter of 2021 had run at a pace 
whose continuation would place them in the range of $1.1 million, but still substantially above the 
2017 JCP&L cost share of $915,000. 
 
Management reports that it had planned to commence an analysis of costs in 2020, but delayed its 
commencement to January 2021 - - the month of our inquiry about the subject. The brief and 
summary information provided about the 2013 analysis suggested that it considered options for 
providing, but not eliminating private air transport capability. Benchmarking conducted in 2018 
for FirstEnergy found it then in the minority in maintaining a corporate air fleet. Adding the 
substantial costs that JCP&L pays annually for that fleet requires that the study consider not just 
options for maintaining private air transport but for eliminating it. A shuttle service ferrying 
employees between Reading and FirstEnergy has not operated recently due to COVID-19 
considerations. The cost and other impacts of that suspension form proper elements of the study 
that has recently begun. 

6. The absence of a structured system for user feedback about vehicle performance, 
availability, and suitability for intended use misses an opportunity to manage the fleet 
more effectively. (See Recommendation #3) 

Other metrics provide a comprehensive means for assessing fleet effectiveness. Employees who 
use vehicles have continuing and direct opportunity to observe vehicle conditions, performance, 
and suitability. Taking formal input on concerns or problems at the time of an immediately 
following use would supplement them with information gained by those with direct knowledge of 
how they perform and what emergent conditions or circumstances should inform management 
about their care, maintenance, and possibly even fitness for particular circumstances in which they 
get used. 

D. Recommendations 

1. Conduct a focused examination of the reasons why JCP&L Fleet Services cost and 
performance metrics compare unfavorably with those of the other operating companies, 
accounting for differences among the operating companies. (See Conclusion #3) 

JCP&L costs per vehicle and per unit of work performed and its units of work performed per 
person have remained much higher than those of the other operating companies (and very 
frequently the highest) since 2017.  
 



Board of Public Utilities Final Report – Public Version Phase Two of an Affiliates and 
State of New Jersey Surface and Air Fleet Management Management Audit of JCP&L 

 

 
February 7, 2023  Page 511 
 The Liberty Consulting Group 

JCP&L should conduct a detailed analysis of the drivers of its costs (total and unit) and work 
performance measures to determine if and how they can be improved. That analysis needs to 
consider not just internal improvement measures, but also the potential for outsourcing 
components of work now performed in-house. 
 
Apart from the $7-8 million JCP&L incurs yearly for lease and rental payments, its Fleet Services 
costs amount to $14-18 million. Even moderate savings have the potential to produce lower costs 
of $1 million or more.  

2. Include in the examination reportedly underway the option of reducing or eliminating 
the current air fleet. (See Conclusion #5) 

FirstEnergy should not take as a given the retention of sources of private air transport in some form 
as a limiter on its review of costs and benefits. The examination it reports as now underway needs 
to include a robust examination of the cost changes that would result from partial or total fleet 
elimination. To the extent that private transport options provide benefits not available through 
commercial options, their specific nature, the personnel whose travel produces those benefits, and 
the value of those benefits should be explicitly identified, described, and quantified to support a 
clear and convincing analysis of the available options. 

3. The absence of a structured system for user feedback about vehicle performance, 
availability, and suitability for intended use misses an opportunity to manage the fleet 
more effectively. (See Conclusion #6) 

Employee use of vehicles can produce uniquely available information about performance quality, 
consistency, utility, and emergent issues or problems. Management should develop an easily-used 
form for reporting such matters as vehicle users find occasion or reason to do so. Compelling 
regular trip forms would not comprise an effective use of user time, but providing the option to 
report observations through a structured format easy to complete will provide another source of 
information useful in optimizing vehicle availability and utility. Management should complement 
this ad hoc reporting capability with periodic surveying designed to secure more broadly based 
input about performance quality, consistency, utility, and emergent issues or problems. 
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Chapter XXII: Power Supply and Market Conditions  
A. Background 

This chapter addresses a group of power supply and market condition subjects: 
• Power supply organization, resources, strategy, operations, and allocation of costs to 

customer classes  
• Market conditions 
• Capacity contracts and operating agreements with affiliates 
• Affiliate relationships for power supply and representation of JCP&L interests at PJM and 

the FERC. 
 
We evaluated supply-related and other procurement activities by and for JCP&L generally. We 
also examined any non-BGS supply elements (e.g., acquisitions to supplement BGS supply, 
internal generation, supply from qualifying facility (NUG) contracts). We examined where 
responsibility lies for power supply for JCP&L and its efficiency and effectiveness and its 
responsiveness to the needs of JCP&L and its customers. We examined the allocation of BGS costs 
among customer classes. 
 
Many other FirstEnergy businesses play or have played roles in PJM markets and have interests in 
matters falling under FERC jurisdictions. The affiliates of JCP&L include nine other EDCs, and 
entities that provide transmission, distribution, and other related delivery services within PJM. We 
examined how management of PJM- and FERC-related issues considers and applies the distinct 
interests of JCP&L. We considered the ability to represent JCP&L customer interests within PJM, 
versus those of its affiliates.  
 
The nature of JCP&L’s energy procurement, essentially a function of BGS Auctions, makes the 
following the principal elements that define the market conditions on which our examination 
focused: 

• Historical BGS Auction prices for JCP&L and the correlation between them and regional 
energy and capacity prices - - to address whether the supplier pool and auction process 
have produced Auction prices reflecting market conditions 

• Historical BGS Auction prices relative to those of the other New Jersey EDCs - - to 
understand relative prices for BGS customers 

• Information about competitive suppliers (TPS Companies) and associated customer 
switching data - - to identify and explain or reconcile, where possible, the difference 
between BGS and TPS Company costs to retail customers. 

B. Findings 

1. Organization and Staffing 
FirstEnergy manages PJM activities centrally, with no direct engagement by JCP&L personnel. 
Four principal organizations (each headed by a director) have regular PJM responsibilities. All 
four report to the Vice President, Compliance & Regulated Services, who in turn reports to First 
Energy’s Senior Vice President, Operations. One of these four organizations, Policy and Support, 
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moved from External Affairs into this group in the second half of 2021. The responsibilities of the 
four Compliance & Regulated Services organizations comprise: 

• A Regulated Settlements group of 15 creates aggregate customer load information for PJM 
use in making wholesale market settlements, calculates and processes monthly supplier 
invoices for BGS (and the “non-shopping” customers of the other operating companies 
with retail competition), and validates PJM invoices for the operating companies 

• A FERC & RTO Technical Support group of 16 communicates and supports the positions 
of FirstEnergy transmission operations at PJM and serves as the central contact for those 
seeking to interconnect supply resources with FirstEnergy facilities. This group also 
provides interconnection support, developing, negotiating and filing agreements with 
regulatory agencies. 

• A Policy and Support group of 7 communicates and supports FirstEnergy positions on 
PJM markets-related matters and issues and performs analysis, develops policy, and 
prepares materials supporting advocacy of “corporate” energy policy at the FERC and at 
PJM. 

• A Regulated Commodity group of 10 conducts competitive power and renewable 
procurements for the operating companies, ensures compliance with renewable portfolio 
standards, manages any required non-utility purchase power agreements, and manages load 
serving entity requirements in those states that have not introduced retail competition. 

 
The last group, Regulated Commodity, divides into two sections, each under a Manager, one of 
whom participates in BGS process support and oversight. However, the resources directly engaged 
in the New Jersey process consist mostly of personnel from the third-party Auction Manager, 
which has served in the role for more than 20 years. The Regulated Commodity group operates 
under established procurement plans approved by each individual state’s regulatory commission. 
Regulated Commodity’s New Jersey responsibilities include execution of Supplier Master 
Agreements resulting from BGS Auctions. Should a BGS Auction fail to secure the targeted 
amount of required load, or a supplier default on a commitment, Regulated Commodity would also 
have responsibility for executing established plans to ensure adequate supply.  
 
Across FirstEnergy’s operating companies, Regulated Commodity duties also include, where 
applicable: 

• Auction Revenue Rights (ARR) and financial transmission rights management 
• Development of commodity portfolio risk management strategies and their execution 
• Remaining PURPA and NUG agreement management  
• Renewable energy credit strategy creation 
• For Mon Power only, certain load obligations in the PJM energy and capacity markets. 

2. PJM Participation 

The PJM stakeholder process affects the capacity and energy and the demand response markets 
across the region. The roughly 1,000 PJM members (about half of them with voting rights) fall 
into sectors that include Electric Distributor, End-Use Customer, Generation Owner, Other 
Supplier, and Transmission Owner. FirstEnergy has one vote on the two central committees that 
operate under the PJM Board of Managers: the Members Committee and the Markets and 
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Reliability Committee. The 10 FirstEnergy operating companies are non-voting Affiliate Members 
- - six as Electric Distributors and four (including JCP&L) as Transmission Owners. Mid-Atlantic 
Interstate Transmission LLC, PATH Allegheny Transmission Company LLC, Trans-Allegheny 
Interstate Line Company, and ATSI are Transmission Owner members, with Allegheny Energy 
Supply, L.L.C. a Generation owner member. 
 
PJM states that the Members Committee: 

reviews and decides upon all major changes and initiatives proposed by committees and 
user groups. The MC provides advice and recommendations to PJM on all matters 
relating to: 

• the safe and reliable operation of the PJM grid, 
• the creation and operation of a robust, competitive and non-discriminatory 

electric power market, and 
• ensuring there is no undue influence over PJM’s operations by any member or 

group of members. 
 
PJM states that the Markets and Reliability Committee: 
ensures the continuing viability and fairness of the PJM markets as well as the reliable operation 
and planning of the PJM grid. The MRC: 

• works with PJM and other committees on matters related to the reliable and 
secure operation of the PJM system, 

• assures the continued ability of member organizations to operate reliably and 
economically, 

• ensures the fairness of PJM markets, and 
• reviews proposed changes to the rules and procedures of the 

Operating Agreement. 
 
Under the umbrella of the Board of Managers and these two overarching committees, PJM 
employs more than 15 committees (and many other subcommittees, task forces, and other bodies) 
to manage planning and operation of the grid and related functions, with the next chart illustrating 
the relationships among the sub-entities that guide PJM’s operation: 

• Audit Advisory 
• Finance 
• Liaison 
• Market Implementation 
• Market Monitoring Unit – Advisory  
• Markets & Reliability 
• Members 
• Nominating 
• Operating 
• Planning 
• Risk Management 
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• Subregional Regional Transmission Expansion Planning (RTEP) Committee - Mid-
Atlantic 

• Subregional RTEP - Southern 
• Subregional RTEP - Western 
• Transmission Expansion Advisory  
• Transmission Owners Agreement-Administrative. 

 
PJM Stakeholder Process Groups 

 
Other holding companies with a broad range of electric distribution companies and transmission 
providers (and even generators) operating within PJM have employed procedures that address 
participation in PJM committees and that address methods for ensuring that positions taken reflect 
input from the full range of subsidiaries, addressing their unique circumstances and interests. We 
did not find such guidelines at FirstEnergy. All-told, PJM operates nearly 50 committees, 
subcommittees, user groups, task forces, and forums. FirstEnergy has not placed any JCP&L 
employees on any of them, stating that “no JCP&L employees currently address PJM activities.” 

3. BGS Auctions 
Customers of each of New Jersey’s four electric distribution companies (EDCs) have the 
opportunity to choose a TPS Company or remain a supply customer of the EDC through the Basic 
Generation Service (BGS). Regardless of that supply choice, however, JCP&L delivers it to 
customers. Supply procurement consists of energy (kWh), capacity, ancillary services, renewable 
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energy credits (RECs) and other components associated with power supply. New Jersey employs 
a BGS Auction that provides a highly controlled and prescriptive process for BGS supply 
procurement. Central BGS Auction management and simultaneous execution occurs for all New 
Jersey EDCs. A third party manages and controls the auction process, with no EDC control or 
influence. JCP&L therefore does not direct procurement and purchasing of energy to serve its 
customers supply-related needs. The third party BGS Auction Manager and the third party Auction 
Monitor, in conjunction with BPU oversight, have responsibility for the procurement of adequate 
supply to New Jersey BGS customers at prices that reflect market conditions in a competitive 
environment. JCP&L also plays no role in the supply activities for TPS customers, but does remain 
responsible for providing seamless delivery regardless of supplier. 
 
The BGS Auction process serves as the cornerstone of power supply at JCP&L and the other New 
Jersey EDCs as it supplies all energy used by the JCP&L customers who do not chose competitive 
suppliers. BGS Auction design seeks to produce reliable supply, competitive conditions, and prices 
that reflect energy and capacity markets. No NUG or other bilateral contracts sources of supply 
exist. JCP&L transferred in mid-2021 its last remaining source of “in-house” generation, its 50 
percent interest in the Yards Creek 420MW pumped-storage hydroelectric plant in Warren County, 
New Jersey. JCP&L’s last NUG purchase obligation ended in early 2017. JCP&L continued to 
receive an allotment of output from NYPA’s St. Lawrence Power Projects through January 2020. 
 
The four New Jersey EDCs (Atlantic City Electric, JCP&L, PSE&G, and Rockland Electric) have 
procured supply under the BGS process procurement since 2002. The statewide BGS Auction 
takes place in February of each year and for all four EDCs simultaneously. The BGS Auction 
secures offers broken into two primary customer segments based on customer type and size: 

• Residential and Small Commercial Pricing (BGS-RSCP, previously known as BGS-FP 
through 2015) 

• Commercial and Industrial Energy Pricing (BGS-CIEP). 
 
The following three charts detail 2020 retail load served by JCP&L by revenue (in dollars), energy 
supplied (in MWh), and peak demand (in MW). 
 

JCP&L Retail Revenue 

  
 

JCP&L 2020 Energy Sales 

 
 

Customer Class $ % 
Residential 1,096,539,115 67 .1% 
Commercial 460,284,393 28.2% 
Industrial 59,781,440 3.7% 
Public Street and Highway Licliting 16,39 1,083 1.0% 
Total 1,632,996,03 1 100.0% 

Customer Class MWh % 
Residential 9,745,754 49. 1% 
Commercial 8,073,168 40.6% 
Industria l 1,958,417 9.9% 
Public Street & Highway Lighting 90,830 0.5% 
Total 19,868,169 100.0% 

https://en.wikipedia.org/wiki/Pumped-storage_hydroelectricity
https://en.wikipedia.org/wiki/Warren_County,_New_Jersey
https://en.wikipedia.org/wiki/Warren_County,_New_Jersey
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JCP&L 2020 Peak Demand 

 
 
BGS serves some of this load and TPS Companies the remainder. The shares served by TPS 
Companies have remained stable across the last five years, measured as a percentage of customer 
numbers (20 percent) and energy (MWh) provided (50 percent). These shares show, as expected, 
the greater propensity for larger customers to select third party service options. 
 

JCP&L Retail BGS and TPS Customers 

 
 
BGS Auctions employ a descending clock auction (DCA) approach - - more complex and iterative 
than standard sealed-bid auctions or time-limited dynamic auctions that seek specific dollar per 
MWh bids for supply. The DCA method requires prospective suppliers to win tranches of load by 
accepting prices paid to serve, a number that “descends” in each round until settling. As the price 
to serve load declines in subsequent bidding rounds, suppliers may drop out of the competition. 
This continues until the number of tranches offered by suppliers matches the number of blocks 
required by each of the EDCs. 
 
By contrast, the single bid approach used in many jurisdictions requires suppliers to offer their 
best price without the pricing or competitive information that multiple DCA bidding rounds 
provide. Support for the DCA method generally lies in the belief that it furthers spurs competition 
among suppliers, if so, leads to lower final auction prices. 
 
It takes year-round preparation and response to make the once-per-year New Jersey BGS Auctions 
function. Data, systems, supplier interaction, and turning bids accepted into formal contract 
obligations take substantial work, again, largely performed by the outside Auction Manager’s 
resources. 
 
BGS supply for JCP&L takes a “full requirements” scope, covering requirements for the entire 
BGS load that eventuates. No other source of supply to BGS customers has been used, and the 
contracts entered cover energy, capacity, ancillary services, renewable energy credits (RECs), and 

 
     
        
          

              
     

 
            
            
            

                    
          

Customer Class MW %
Residential 3,304                  63.7%
Commercial 1,626                  31.3%
Industrial 259                     5.0%
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losses to the JCP&L service territory. When it took NUG delivery and before the recent disposition 
of Yards Creek and St. Lawrence River (NYPA), management moved the power and energy 
resources they provided in wholesale markets and JCP&L addressed associated revenues and costs 
through the non-utility generation cost (NCG) rider. The next chart displays the peak load procured 
through the BGS auctions for service to JCP&L’s retail customers. 
 

JCP&L BGS Load 

 
 
The next figures show the actual cost of this supply, based on the BGS prices achieved at auction. 
 

BGS Supply Cost 

 
 
Throughout the period of this data set, up until the results in 2021, JCP&L has been the low-cost 
provider of BGS supply of the New Jersey EDCs, because it has secured the lowest BGS Auction 
prices. We found the New Jersey BGS Auction process robust and competitive, attracting a large 
pool of suppliers bidding and substantial diversity among those who win at each Auction. Thirty 
different suppliers have served BGS load of the New Jersey EDCs over 10 years. JCP&L BGS 
load has come from 19 of them over the same period, with seven different ones supplying in 2020 
and in 2021. These data reflect a degree of supplier participation and diversity indicative of a 
competitive market and process. 
 
The BGS process provides results integrity through sound structure and controls. Moreover, 
JCP&L has no affiliates that have won or, given FirstEnergy’s current business composition, are 
in a position to win BGS competitions. Circumstances differ for other New Jersey EDCs. 
PSE&G’s affiliate PSEG Energy Resources & Trade and ACE’s affiliates Exelon Generation 
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Company and Constellation Energy Commodities Group have each won BGS Auctions to serve 
customers of their affiliated New Jersey EDCs. The following chart shows blocks of BGS power 
served by affiliates of each New Jersey EDC over the last 10 years. 
 

Affiliate BGS Blocks Won by Affiliates 

 
 
No New Jersey LDC had RSC BGS blocks served by affiliates in 2021. Only ACE had BGS blocks 
served by an affiliate in 2021. Overall, affiliate transactions of BGS procurement are very low 
within New Jersey, and non-existent at JCP&L. 

4. Allocating BGS Costs 
Procuring supply for BGS customers occurs under the direction of the third-party Auction 
Manager, but FirstEnergy Compliance & Regulated Services resources (described in the 
Organization and Staffing section above) manage invoice review and payment activities associated 
with BGS suppliers. A detailed Supplier Purchase Power Invoice Process lays out the process for 
creating and validating invoices, to reflect actual supply apportioned to each supplier for meeting 
their shares of BGS load. The process sets timelines and calls for executing defined tasks for each 
phase of the invoicing procedure. 
 
Two separate riders provide for the recovery of BGS costs: 

• Rider BGS-RSCP – Basic Generation Service – Residential Small Commercial Pricing 
applies to Service Classifications RS, RT, RGT, GS, GST, OL, SVL, MVL, ISL and LED 

• Rider BGS-CIEP – Basic Generation Service – Commercial Industrial Energy Pricing 
applies to Service Classifications GP and GT and certain customers under Service 
Classifications GS and GST. 

 
JCP&L makes direct allocations of these unique RSCP and CIEP costs, but using different bases 
for each: 

• For Rider BGS-RSCP Service Classifications: to each classification according to its 
forecasted sales by season, on/off peak and block if applicable, per the NJBPU approved 
rate 

• For Rider BGS-CIEP Service Classifications: by Locational Marginal Price (LMP) for the 
JCP&L zone, with an addition for plus fixed ancillary costs, and with identical capacity 
costs charged on a per MW-day basis for all classifications, as determined by the BGS-
CIEP auction. 
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BGS cost recovery also includes: 

• Any administrative costs incurred in providing BGS-RSCP and BGS-CIEP service. 
• Costs for procuring necessary services capacity, energy, ancillary services, transmission, 

RPS compliance and other expenses related to the Contingency Plan 
• Any offsets received from defaulting suppliers or their providers of credit security 
• Payments to PJM for Transmission and Transmission related charges, directly allocated to 

each classification based on transmission peak load share by voltage. 

5. Historical BGS Auction Prices and Market Conditions 
We reviewed market pricing history and developments over the past 10 years of BGS Auction 
operation for JCP&L Residential & Small Commercial (BGS-RSCP) and for Large Commercial 
& Industrial (BGS-CIEP) customer groupings. Many market parameters have driven BGS-RSCP 
Auction prices; e.g., wholesale energy forward prices, PJM capacity prices, and New Jersey REC 
prices. To a lesser degree, losses as energy travels over distances to customers and auction revenue 
rights (ARRs) affect Auction prices as well. 
 
Forward wholesale energy prices have proven the most significant price driver for JCP&L’s BGS-
RSCP pricing. However, the PJM capacity market has had a more significant impact for BGS-
CIEP Auctions. Auction prices have reflected the cost of serving the capacity, with an adder for 
the real-time PJM price for actual energy consumed by CIEP customers. 
 
We gathered RSCP and CIEP Auction price results for the past 10 years. We plotted RSCP values 
against annual average PJM Western hub prices. We show RSCP pricing in cents per kWh and 
Western Hub forwards in dollars per MWh. 
 

BGS Prices vs. PJM Western Hub Prices 
RCSP CIEP 

 
 
The RCSP chart shows its BGS pricing tracking PJM Western Hub prices fairly well, declining 
from approximately 8 cents per kWh in 2012 to just over 6 cents per kWh in 2021. The BGS 
Auction price included transmission service through 2020, but excluded it from the BGS pricing 
in 2021. This result conforms to trends in wholesale energy prices at the Western Hub. The CIEP 
chart shows that its pricing in dollars per MW-day primarily reflects the capacity component of 
the CIEP customer bill, with spot market real time energy price and ancillary service cost and other 
adjustments made to that base. CIEP Auction prices have proven more volatile than RSCP prices 
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because of two key factors. First, RSCP contracts procured at the Auction employ a rolling three-
year basis (one-third of the total portfolio gets replaced each year). This approach tempers the price 
volatility that buying 100 percent of requirements each year would produce. Second, capacity 
prices forming the base for CIEP contracts have proven subject to very large changes from year to 
year. The preceding chart shows the expected tracking of CIEP prices and capacity prices over 
time. 

6. Historical BGS Auction Prices vs. Other NJ EDCs 
We also reviewed the 10-year history of prices of the BGS Auction for RSCP and CIEP classes 
for all New Jersey EDCs, in an effort to gauge the relative prices between the companies. The 
following two charts display the results. 

 
BGS-RSCP Auction Prices ($/MWh) 

                                    RSCP (¢/kWh)                                                   CIEP ($/MWh) 

 
 
The data support two important observations. First, the curves for each of New Jersey’s four EDCs 
run similarly in direction, generally rising or falling each year as a group. This commonality 
indicates that market parameters have driven pricing for all four similarly. Second, the data show 
that JCP&L has generally benefitted from the low cost BGS New Jersey supply costs for its BGS-
RSCP and its BGS-CIEP groups. 

7. Third Party Suppliers 
Energy and capacity market conditions affecting JCP&L generally typify those of the PJM 
Interconnection as a whole. Over the last several years, all of PJM has benefitted significantly from 
a large generating capacity margin and historically low natural gas prices, driven in very large part 
by hydrofracking that, at least through the present, has brought abundant supply. 
 
TPS Companies compete for retail load by offering customers an alternative to EDC-offered BGS. 
Retail customers have a robust set of options; some 80 companies offer supply in the JCP&L 
service territory. These companies provide, at their discretion, an alternative supply to the 
Residential, Commercial, and Industrial classes, with most companies serving more than one class. 
Additionally, TPS Company offerings may seek to compete on a “commoditized” basis, offering 
prices lower than those available for BGS supply. Alternatively, they may, for example, compete 
on an environmental premium basis, offering renewable energy as part of supply, generally at a 
premium price to reflect the higher cost of renewable versus non-renewable energy. Some TPS 
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Companies use both these approaches to distinguish their offerings. Many of them also offer both 
12-month and 24-month contract options. 

8. Third Party Suppliers and Customer Communication 
Customers who opt out of JCP&L’s BGS do so by signing up with a third party supplier for 
generation service. We reviewed data on customer switching to gauge market penetration. The 
following two charts show snapshots of the percentages of JCP&L customers and of MWh served 
by TPS Companies. 
 

JCP&L Customers Served by Third Party Suppliers 
Percent of Customers   Percent of Retail Energy 

 
 
Measured both ways, the competitive environment has remained stable. Only small yearly changes 
have occurred in customer numbers and in energy supplied by TPS Companies. The percentage of 
retail customers in all classes who have left BGS has hovered at approximately 20 percent. The 
share of MWh served by competitors has run at a higher level, roughly 50 percent. Larger 
customers have demonstrated the greater appetite one would expect for non-BGS options. 
 
Of the 80 third party suppliers identified as competing in the JCP&L service territory, 63 serve 
residential customers, 77 serve commercial customers, and 58 serve industrial customers. JCP&L 
provides basic information to customers inquiring about third party supply, to support their ability 
to make informed choices. Further, the BPU provides third-party supply information and links 
through the “NJ Power Switch” website. 
 
JCP&L’s tariff provides specific requirements for JCP&L interaction with its customers relative 
to TPS and with competitive suppliers. (See BPU No.13 Electric – Part II, Sheet No.36, Section 
11, Third Party Supplier Standards). Prospective and existing customers have access to substantial 
web-based information. That information includes educational material, the price to compare, a 
licensed generation supplier list, and external energy choice links for customers. See 
https://www.firstenergycorp.com/customer_choice/new_jersey.html. 
 
Most TPS Companies offer “regular” energy supply consistent with BGS, but ostensibly at a lower 
price. Many also offer a renewable product comprised of energy produced from renewable sources. 
Many also provide the option to sign up for either a 12- or 24-month contract term. The following 
table shows an example of a TPS Company that offers “regular” and renewable options across 
three of the EDC jurisdictions. This offering is typical. 
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A Typical 12-Month TPS Contract  

 
    (c/kWh) 
 
This example shows first an expected premium for the renewable product (over the regular option) 
of this provider for the customers of each EDC to whom offered. Second, it shows that prices 
across the EDCs vary, with pricing for JCP&L’s customers the lowest. 

9. Capacity Contracts and Operating Agreements  
Traditionally, JCP&L, like a broad group of U.S. electric utilities, had contracts with qualifying 
facilities. The power and energy supplied under those contracts have diminished over time, with 
all JCP&L obligations terminated or expired by early February 2017. The last contract, terminated 
at that time was with Manchester Renewable Power Corp. (MRPC). JCP&L regularly reported on 
measures to mitigate costs under its NUG contracts through April 26, 2017, after the termination 
of its final contract. 
 
JCP&L also had, along with the other New Jersey EDCs, a pro rata share of a small contract for 
seven megawatts from the New York Power Authority. It came from the 912MW hydro-powered 
St. Lawrence/FDR Project on the St. Lawrence River dividing New York from Canada. This very 
small entitlement ran from February 28, 1990 through January 31, 2020. 
 
JCP&L also had a 50 percent interest in New Jersey’s 420MW Yards Creek pumped storage 
project. JCP&L and PSEG Fossil LLC, the other half-owner, closed on a sale of Yards Creek to 
U.S. power and energy infrastructure owner LS Power in March 2021. 

C. Conclusions 

1. The organization and staffing employed to manage power supply procurement for 
JCP&L is appropriately small, given the process and resources applied to the BGS 
process and auctions in New Jersey. 

BGS procurement operates under a highly prescriptive process outside the control of JCP&L (or 
any New Jersey EDC) management. A third party Auction Manager has broad responsibility for 
conducting the Auctions and supporting BGS processes year round, with oversight provided by a 
third party Auction Monitor. Groups managed at the FirstEnergy Service Company level provide 
the resources need from JCP&L (e.g., BGS supplier invoice management). FirstEnergy Service 
Company also provides resources that coordinate and manage the activities required for PJM 
participation and in representing the interests of FirstEnergy’s variety of operations before the 
FERC and in ensuring compliance with FERC requirements. This centralization of resources, 
which has been accompanied by reasonable stability in recent years, promotes both economy and 
effectiveness in the performance of the functions conducted and managed at the FirstEnergy 
Service Company level. 

EDC Regular Renewable
JCPL 11.75           12.25           
ACE 14.19           14.69           
PSEG 15.79           16.30           I I 
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2. Despite overall effectiveness and efficiency, FirstEnergy does not employ procedures that 
provide sufficiently for JCP&L participation in development of positions at PJM or 
before the FERC. (See Recommendation #1) 

FirstEnergy, as typifies other holding companies operating within PJM, has a single vote on the 
two central committees. Like those other large holding companies in PJM, FirstEnergy operates 
(or has operated) businesses that have distinct and different interests in PJM operations and for 
that matter in issues under the jurisdiction of the FERC. Among such entities precedent exists for 
employing what we view as best practice and as necessary for ensuring that JCP&L’s distinct 
interests get heard before positions are taken before PJM or the FERC. That precedent and practice 
calls for formal processes that give JCP&L an ability for direct expression of its own interests as 
part of the process of forming and then expressing those views. One cannot even equate the 
interests of all the FirstEnergy distribution companies, let alone equating the interests of JCP&L 
with transmission and supply operations - - some do and some do not have transmission interests, 
according to how PJM lists their membership. 

3. With JCP&L obligated to procure supply for full requirements for BGS customers 
through New Jersey’s auction process, it has no other material power supply functions.  

Power supply procurement at JCP&L occurs through the well-established and effective NJ BGS 
auction process. Accordingly, JCP&L has no management responsibility for the results of the 
Auctions. Even when it had sources of generation; i.e., prior to the 2021 sale of its half interest in 
Yards Creek, it used wholesale markets to make its capacity and energy available. 
 
JCP&L is charged with serving BGS customers with full requirements, but the process by which 
this is done removes control from the NJ EDCs to a third party Auction Manager. As such, there 
is no review of the efficacy of the process that indicates a reflection of BGS management.  

4. JCP&L’s BGS Auction prices have for some time remained the lowest in New Jersey. 
The BGS Auction results have remained consistent in that JCP&L receives the lowest cost BGS 
Auction prices of the four New Jersey EDCs. 

5. JCP&L appears to have remained appropriately indifferent to customer choice through 
TPS Companies; as an EDC, JCP&L has neither control nor interest in “competing” for 
customers. 

JCP&L operates as an energy delivery company that procures its power through the BGS auction, 
and delivers the power in a regulated wires business what does not face any risk from TPS 
Companies. Neither our review specific to this chapter nor any other aspect of our work found 
actions inconsistent with the indifference that comprises a proper stance for the circumstances. 

6. Many options exist for retail switching and customers have much information available. 
Options are abundant in terms of the number of third-party companies, renewable alternatives, and 
contract terms. JCP&L follows Board orders for timely and effective communication of third-party 
options with customers, maintaining an agnostic approach, not recommending BGS vs. TPS, and 
not recommending any particular provider. Communications make reference to a web-based, 
Board-sponsored third party supply information repository. 
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7. JCP&L provides clear, accurate, timely, and easy-to-use communications channels with 
TPS Companies. 

JCP&L’s processes and procedures for interacting with TPS Companies are clearly communicated 
and available online.  

8. JCP&L retail customer statistics indicate TPS switching stability. 
The relative number of retail customers that are served by BGS and by TPS has remained fairly 
flat over the last several years, as has the number of MWh served. 

9. Smaller customers are more likely to be served by BGS and larger customers are more 
likely to be served by TPS. 

Approximately 20 percent of all retail customers use TPS for supply, but this group represents 
approximately 50 percent of retail load. 

10. JCP&L has no NUGs nor does it have any contracts or operating agreements with 
affiliates for supply. 

The last of JCP&L’s legacy NUG contracts ended in 2017. JCP&L had for some time a share in 
rights to seven megawatts from a large, St. Lawrence River hydro generating facility. Even before 
the prorating of that small entitlement among the New Jersey EDCs, the amount as not material. 
In any event, it ended in 2020. No contracts or operating agreements with affiliates exist. 

D. Recommendations 

1. Establish a formal process, supported by clear procedures, that gives JCP&L a forum 
for addressing its circumstances, issues, concerns, and recommendations on Market, 
PJM, and FERC matters on which FirstEnergy may or will take positions, whether 
publicly or in formal proceedings on matters in which PJM solicits member input. (See 
Conclusion #2) 

Best practice recognizes that not all of the subsidiary types in an energy utility with multiple 
avenues of participation face the same circumstances or have the same interests. Traditional 
examples include power and energy supply, transmission, and distribution; emergent ones include 
alternatives like distributed energy resource interconnection. FirstEnergy does not follow that 
practice; our inquiries did not disclose any substantive or formal means for introducing JCP&L’s 
circumstances and views into the process of forming FirstEnergy positions for public 
dissemination or presentation in formal proceedings or other fora that invite industry participation. 
 
FirstEnergy should create formal procedures that regularly engage JCP&L personnel in addressing 
more general subjects and issues that have technical, operating, regulatory, and cost implications 
for JCP&L retail customers. 
 
That engagement should recognize the interests of New Jersey stakeholders and regulators in what 
drives services and costs covered by the rates customers pay, whether the source of the underlying 
costs are distribution-only related or not. At least until the FERC or PJM declare that the voice of 
distribution utilities or of end-users who foot the bill for transmission costs through retail rates 
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should not be heard, it is important for holding companies to ensure that their corresponding 
internal voices (their distribution operating companies) are heard in deciding what posture to 
assume on service and cost affecting issues that agencies like the FERC and bodies like PJM 
resolve. 
 
The point of this recommendation is not to tilt the balance of resolution of issues that cut in 
different directions for different parts of the FirstEnergy business. It is only to ensure a process 
that promotes holistic determination. However, given the interests of the BPU in setting rates for 
end users, and also recognizing the interests of FirstEnergy in expanding its transmission business 
to enhance returns, it does become important to document execution of the process through 
periodic regular reporting to the BPU, in order to demonstrate not the success of JCP&L in 
controlling internal outcomes, but in contributing to them. 
 
Finally, it will certainly be the case that schedule constraints will in some number of instances at 
the FERC or at PJM make impracticable the necessarily more deliberative process contemplated 
by this recommendation. That is why we recommend applying it to emergent issues and open 
discussions before matters become part of a FERC cases or subject to looming PJM votes, fora, or 
other “events.” That is also why we recommend relocating FirstEnergy’s PJM voting authority 
and combining it with execution of this recommendation generally. Should that happen and 
become a standard way of doing the business involved here, concern about decisions made on too 
narrow a basis would become substantially mitigated.  
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Chapter XXIII: MGP Remediation 
A. Background 

The Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA), 
passed by the U. S. Congress in late 1980 and patterned to some degree after New Jersey’s Spill 
Compensation and Control Act of 1976, established a broad liability scheme that holds past and 
current owners and operators of facilities from which a release of a hazardous substance occurs 
financially responsible for cleanup costs, natural resource damages, and the costs of federal public 
health studies. Production and purification processes for gas manufactured from coal or oil yielded 
byproducts and residues that contained several such substances.  
 
JCP&L and its predecessor companies acquired, owned, or operated manufactured-gas plants 
(MGPs) at various sites throughout New Jersey. JCP&L has engaged in the investigation and 
remediation of the sites of these plants since 1982, when it first became aware that some of the soil 
and groundwater at the sites might contain residues from MGP processes. Investigations revealed 
partial or complete responsibility for 19 sites. 
 
In late 1946 or early 1947, New Jersey Power & Light Company, a predecessor company of 
JCP&L, sold one of those sites to City Gas of New Jersey, a predecessor of Elizabethtown Gas 
Company (ETG). Later in 1947, New Jersey Power & Light sold a second site to City Gas. Today, 
JCP&L conducts remediation for both sites, but ETG pays 40 percent of the costs. 
 
In 1952, JCP&L sold most of its gas operations, including 10 MGP sites, to New Jersey Natural 
Gas Company (NJNG). In the 1980s, JCP&L and NJNG initiated remediation investigations at 
those sites under administrative consent orders or memoranda of agreements with the New Jersey 
Department of Environmental Protection (NJ DEP). At that time, the two companies shared 
responsibility and costs for the sites - - 60 percent JCP&L and 40 percent NJNG. 
 
By the late 1990s, the two companies began discussing separating responsibility for the sites in 
order to improve remediation efficiency. They reached a Separation Agreement that became 
effective on February 1, 2000. Under that agreement, NJNG took responsibility for two sites and 
JCP&L took the other eight. 
 
Three different entities, the Town of Red Bank, the New Jersey Department of Transportation (part 
of the site lies under the approach to a bridge), and a private party, own a site in Red Bank. JCP&L 
has entered late stages of finalizing an agreement to “deed-restrict” the site, leaving the 
contamination in place. The site undergoes monitoring, and JCP&L may have some responsibility 
for sampling.  

1. JCP&L Responsibility 
The following table lists the 19 sites, the current owners, and the entities that share cost 
responsibility for remediation. The table also provides JCP&L’s latest estimate of its ultimate cost 
responsibility for each site. Costs shown for the Long Branch and Toms River sites, currently 
owned by and the responsibility of NJNG, comprise JCP&L’s costs prior to the Separation 
Agreement. 
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JCP&L MGP Sites with Estimated Total JCP&L Costs 

Site Name Current Owner(s) Remediation Cost 
Responsibility 

Estimated Total 
JCP&L Costs ($) 

Asbury Park 
JCP&L, Boys & 

Girls Club of 
Monmouth County 

JCP&L 11,791.182 

Belmar Borough of Belmar JCP&L 25,302,737 
Boonton private owner JCP&L 11,453,116 

Cape May JCP&L, City of 
Cape May JCP&L 38,193,271 

Dover JCP&L JCP&L 37,211,762 

Flemington Elizabethtown Gas 
Company 

JCP&L 60% 
ETG 40% 9,360,586 

Lakewood JCP&L JCP&L 19,106,324 
Lambertville/LaRochere private owner JCP&L 5,596,347 

Long Branch New Jersey Natural 
Gas Company NJNG 4,162,580 

Newton I Elizabethtown Gas 
Company 

JCP&L 60% 
ETG 40% 9,734,362 

Newton II JCP&L JCP&L 18,041,241 

Ocean City Atlantic City 
Electric Company JCP&L 14,714,422 

Phillipsburg private owner JCP&L 3,900,856 

Red Bank 

Town of Red Bank, 
New Jersey Dept. 
of Transportation, 

private owner 

JCP&L 3,756,763 

Sea Isle City JCP&L JCP&L 40,843,738 

Toms River New Jersey Natural 
Gas Company NJNG 2,245,527 

Tuckerton JCP&L, private 
owner JCP&L 5,988,583 

Washington JCP&L JCP&L 10,880,504 

Wildwood Wildwood Housing 
Authority JCP&L 12,302,816 

2. Insurance Recovery 
The Company achieved five settlements with insurance carriers on coverage claims for MGP 
remediation expenses. Payments under the five settlements have totaled $38.1 million. 
 
Two of the settlements also covered claims for environmental risks to JCP&L and its affiliates 
unelated to JCP&L’s former MGPs. Those claims included potential environmental claims against 
affiliates MetEd and Penelec in Pennsylvania, and non-MGP environmental claims against 
JCP&L. GPU Energy allocated $2 million to those claims, with the balance ($36.1 million) 
credited to JCP&L’s MGP deferred balance. 
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The insurance litigation, settlements and recoveries occurred during the 1990s. The parties to the 
Company’s Remediation Adjustment Clause (RAC) proceedings considered all issues concerning 
those claims, settlements and recoveries, including crediting recoveries to the Company’s deferred 
RAC balances, in proceedings in the early 2000s. The 2003 RAC Stipulation, approved by the NJ 
BPU in orders dated August 1, 2003 and May 17, 2003, resolved issues relating to JCP&L’s MGP 
costs and related insurance recoveries for purposes of determining JCP&L’s net deferred RAC 
balance at December 31, 2002. 

3. Remediation Progress  
The size of a former MGP, the length of its operation, and the number and type of gas holders, 
contribute to the physical and chemical nature of contamination. Certain contaminants of highest 
concern (non-aqueous phase liquids, or NAPL) fall under specific regulations regarding their 
remediation, which makes those requirements an important driver of remediation cost. Property 
ownership also comprises an important driver; ownership affects access, ability to implement 
particular options, and schedule. NJ DEP regulations require that the owner of a residential or 
commercial property agree to the remediation strategy used, which affects the soil and 
groundwater standards used, and the technology applied.  
 
Remediations typically progress through four phases: 

• Remedial Investigation 
• Feasibility Study 
• Remedial Design 
• Remedial Implementation. 

 
The Remedial Investigation and Feasibility Study phases often become iterative, with 
investigations resulting in findings requiring further investigation. Feasibility studies may reveal 
that a possible solution will not work at a location where it is being tested. Other sites, particularly 
those since converted to other uses, may require extended negotiations to obtain access necessary 
to conduct remediation activities. Thus, work at some sites nears completion while others continue 
to require considerable additional work. 
 
The following chart provides a qualitative description of remediation progress for each of the 17 
sites addressed by JCP&L. The appendix to this chapter shows a comparison between the initial 
budgets and actual expenditures for the year. Note that, as explained below, JCP&L does not report 
to the BPU budgeted versus actual expenses in this manner. 
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JCP&L MGP Site Status as of February 2022 

 
 
The chart below shows incremental expenditures in each of the past five years. Peak remediation 
activity occurred in 2017-2018. The Company expects completion of major activity with 
accompanying expenditures by 2024 or 2025. Operation and maintenance expenditures such as 
ground-water monitoring will continue for some years after that, with expenditures lower for that 
phase.  
 

Incremental MGP Remediation Expenditures 

 
 
FirstEnergy’s SEC Form 10-K for 2020 reports estimated remaining expenditures as $67 million. 
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4. Cost Recovery 
The BPU has allowed jurisdictional companies to recover remediation costs since the early 1990s. 
JCP&L’s costs are now recovered through a RAC, which comprises part of its Societal Benefits 
Charge. Costs accumulate as incurred, with amortization over seven years. Carrying costs bear an 
authorized interest rate equal to the rate on seven-year constant-maturity U. S. Treasuries, as shown 
in the Federal Reserve Statistical Release on or closest to January 1 of each year, plus 60 basis 
points, compounded annually as of January 1 of each year. 
 
Expenditures through 2020 have totaled $218.8 million, plus $7.5 million for Program 
Management. The RAC balance remaining for recovery at year-end 2020 totaled $67 million. The 
2020 Rider RAC petition, filed October 1, 2021, included BPU-approved expenditures through 
2019 and requested recovery over seven years of remediation costs of $11.2 million. The proposed 
2020 Rider RAC factor increased slightly from the prior year. The filing for 2020 also provided 
for recovery of $11.2 million. JCP&L and the parties to the filing of its Rider RAC component of 
the Societal Benefits Charge proceedings submitted a Stipulation of Settlement on August 2, 2022, 
whose terms the BPU approved through its August 17, 2022 Order. 

5. NJ BPU Review 
The Company files a large amount of information about Program expenditures as part of its annual 
petition for review and approval of those expenditures. That information undergoes examination 
over a number of months by the NJ BPU Staff and the New Jersey Division of Rate Counsel. 
Approval typically comes via a stipulation among the parties regarding recovery of the 
expenditures. In approving the stipulation, the BPU finds the Company’s MGP remediation work 
prudent, and the resulting costs reasonable and prudent. 

6. Prior Management Reviews 
The previous management and operations audit addressed the Program in 2011. That review found 
management of the Program reasonable, but recommended reviewing the Program’s project-
management method for improvement. It also recommended periodic internal audits. 
FirstEnergy’s Internal Auditing group (IA) now reviews the Company’s MGP Remediation 
Program every three years. In 2021, IA reviewed a sample of invoices from 2019 and 2020, to 
validate compliance with contract billing terms and conditions, approvals, accuracy and adequate 
support. The review found overall controls adequate, but identified a relatively minor sales tax 
issue to address. 

7. This Review 
The parties to the Company’s Societal Benefits Charge proceedings examine Program 
expenditures in detail. Our review focused on how the Company organizes and executes the 
Program, tracks costs for budget and management purposes, and captures costs for accounting and 
regulatory review. Our review proceeded along four major lines of inquiry: 

• Program Organization and Staffing 
• Company Role in Program Design and Execution 
• Program Control and Record-Keeping 
• Interaction with Government Authorities. 



Board of Public Utilities Final Report – Public Version Phase Two of an Affiliates and 
State of New Jersey MGP Remediation Management Audit of JCP&L 

 

 
February 7, 2023  Page 534 
 The Liberty Consulting Group 

B. Findings 

1. Program Organization and Staffing 

a. Within FirstEnergy 
A Remediation and Environmental Services Group conducts remediation for all FirstEnergy MGP 
sites, most of which lie in New Jersey. The Group’s Supervisor serves as subject matter expert for 
groundwater-related environmental matters across FirstEnergy. The Group’s purview includes 
some non-MGP issues, such as non-radiological environmental liabilities at the site of the 
Company’s former Oyster Creek nuclear power plant. 
 
The Supervisor and one of the four Project Managers operate as FirstEnergy Shared Services 
employees. The other three Project Managers serve as employees of environmental-services 
contractors assigned full-time to work for JCP&L. The Group also currently includes an 
administrative assistant, provided through a temporary-employment agency. Two of the individual 
Project Managers have changed but all other elements of the Group’s organization and staffing 
remain the same as at the time of the previous management audit. 
 
The Supervisor reports to the Manager of Remediation and Environmental Services, the Director 
of Environmental, and ultimately to FirstEnergy’s Vice President, Utility Services. Written 
monthly reports cover developments at each of the Company’s MGP sites, including any 
discussions with the NJ DEP, community groups, and County and Municipal authorities. Twice a 
year, the Group provides written reports to JCP&L’s Board of Directors. Those reports include 
brief summaries of expected activities at each MGP site over the next six to nine months, plus brief 
summaries of any other JCP&L environmental issues.  
 
The four Project Managers report to the Supervisor. Each of the four has responsibility for one or 
more MGP sites, with occasional assignment to other FirstEnergy environmental projects as 
needed. 

b. Staffing 
Staffing remains as at the time of the previous management audit, except that two of the four 
Project Managers changed -- one left the Company and another retired – and the Group added an 
administrative assistant.  
 
The Group’s professional personnel have strong qualifications. The Group’s Supervisor has more 
than 35 years of experience in management of environmental projects and programs, starting with 
the company in 1998 and first taking his current role in 2010. The Group has responsibility for the 
annual rate filing addressing recovery of remediation costs; all costs to date have secured 
authorization for recovery. The Supervisor did similar work for 13 years before coming to 
FirstEnergy, with responsibility for more than 100 projects. 
 
The four Project Managers also have strong qualifications. The one FirstEnergy employee has 
worked with the Group since finishing college in 2009. The three contractors have 20, 30, and 36 
years’ experience in environmental project design and management. All have at least B.S.-level 
university degrees in Earth Sciences, and two have M.S. degrees. 
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The Program also employs a dedicated community-relations consultant. That person works with 
local officials and interests to disseminate information and organize information sessions and other 
community meetings as needed. That person also operates a hotline for the Program, to address 
telephone inquiries, and to respond to telephoned concerns about the Program or about operations 
at a particular site.  

2. Company Role in Program Design and Execution 
2022 marks 40 years since JCP&L began addressing its MGP remediation liability. In recent years, 
the organization and staffing of the Remediation Program has remained very constant, with 
reporting relationships within the Company, and three of the Company’s five key managers, 
remaining in place since at least 2010-2011. As a consequence of this lengthy history and 
organizational stability, the Company’s Remediation Program shows high maturity, as it 
progresses steadily through its remaining tasks. 
 
JCP&L assigns each site to one of its own Project Managers. That person’s responsibilities include 
the planning, budgeting, permitting and design of investigation and remediation activities at 
assigned sites and regulatory and community-relations aspects, such as liaison with the NJ DEP, 
county and municipal officials, and property owners. The Project Managers also provide 
programmatic support, such as assisting with NJ BPU rate-recovery filings. 
 
The Company’s Project Managers build a team for each site to design, plan and implement 
investigation and remediation activities. The team for each site consists of a Site Lead Consultant 
with overall responsibility for investigation and remediation activities at that site, plus execution 
contractors to carry out work that the Site Lead Consultant designs in consultation with the 
Company’s Project Manager. 
 
Since 2012, each site team includes a Licensed Site Remediation Professional (LSRP). Created by 
New Jersey’s Site Remediation Reform Act of 2009, the LSRPs serve as on-site NJ DEP 
representatives to oversee investigation and remediation activities. The LSRPs effectively 
administer the laws and regulations governing remediation, and consider all NJ DEP-developed 
guidance in addressing issues and questions that arise in the course of planning and executing a 
remediation. The LSRPs also submit “milestone” reports to the NJ DEP as a remediation proceeds. 

a. Company Efforts to Circumscribe Liability 
The scope of remediation work at each site results from an investigation designed to delineate the 
impacts directly attributable to that site and the MGP residuals there. Drilling soil borings, 
installing groundwater monitoring wells, soil and groundwater sampling and analysis, and surface-
water and sediment sampling and analysis comprise the principal delineation activities. Vapor 
intrusion studies, ambient air sampling, private well surveys and identification of potential 
ecological receptors support assessment of potential pathways of exposure. NJ DEP regulations 
and guidance govern these activities, but the results define the scope of company responsibility for 
remediation. 
 
Site investigation involves phases that often prove iterative. The Project Manager and the Site 
Lead Consultant work together to define phases designed to delineate the extent of MGP-related 
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impacts in all environmental media at each site. For each phase, the Site Lead Consultant develops 
a work plan and cost proposal for review and execution after company approval. 
 
Following data collection, review, and documentation, the Project Manager and Site Lead 
Consultant prepare a written report that evaluates identified MGP impacts and defines their extent. 
The report also covers any pollutants discovered in the investigation that fall outside JCP&L’s 
responsibility. This analysis forms an essential input to design of remedial alternatives. 
 
The NJ DEP does not formally accept or approve these reports. The data and analysis in them form 
the factual and analytical bases for the LSRPs’ milestone reports to the NJ DEP. Other particular 
reports, such as vapor intrusion investigations, and applications to the NJ DEP for remedial action 
permits, also use the information in the reports. 
 
JCP&L, as the primary Responsible Party for each MGP site, must identify and investigate any 
off-site sources of contaminants migrating onto an MGP site, and any non-MGP contaminants 
found on a site. With data and information from the investigation, a site’s LSRP, working on behalf 
of the Company, and the NJ DEP review the information and decide how to proceed. If comingled 
impacts cannot be sufficiently identified or distinguished, or are small in nature and extent, the NJ 
DEP likely would request JCP&L to include those impacts in its site remediation plan. If an off-
site source can be located and distinguished, the NJ DEP will direct the Responsible Party to 
investigate and remediate the source. If that does not prove possible, the NJ DEP may choose to 
put that source into its publicly funded remediation program. 

b. Remediation Design, Planning, Cost Estimation 
During the iterative program design and execution stages the Company’s Project Manager and the 
Site Lead Consultant work together to design phases to delineate the extent of MGP-related 
impacts at each site.  For each phase, the Site Lead Consultant develops a task-specific statement 
of work, with a cost estimate. Bids are then sought from subcontractors to perform the work. After 
contractor selection, the Site Lead Consultant performs direct oversight of field activities. 
 
With results from investigation phases, the Site Lead Consultant develops remedial alternatives 
for presentation to the Company’s Project Manager and Program Supervisor. Presentations include 
cost estimates and address factors that include: 

• Access 
• Schedule 
• Ease of implementation 
• Potential for long-term operation and maintenance 
• Preferences of property owners 
• Permanence of remedy 
• Known or potential future property use. 

 
Larger or complex sites can involve multiple remedies to meet requirements and circumstances, 
such as multiple owners and multiple intended uses for portions of a site. JCP&L personnel make 
final decisions regarding remediation at each site, with input from the Site Lead Consultant and 
other resources (e.g., FE Legal personnel). 
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JCP&L considers experience on other sites the principal tool for guiding cost control. Analyzing 
recent experience drives expectations about what different aspects of investigation and remediation 
should cost. Company Project Managers and the Supervisor spend considerable time analyzing 
cost experience. 
 
Positive surprises about costs come from new technologies. One new technology, in situ 
stabilization, eliminates considerable requirements for soil removal, and prevents contamination 
from migrating through groundwater. 
 
Most negative surprises come from how much of a substance is considered hazardous, and what 
remaining concentration of a substance constitutes an acceptable remediation. Control strategies 
have largely become settled, but standards may undergo modification as more becomes known 
about the effects of particular pollutants on human health. Changes in regulations and standards 
can create differences in actions needed. For example, between project initiation and completion, 
there could exist a need for change in applying for soil permits and groundwater permits that are 
required for specific remediation activities. 

c. Remediation Execution 
JCP&L’s Project Managers manage the involved team of contractors and consultants throughout 
investigation and remediation activities at each involved site.  The Project Managers work directly 
with the team assembled to manage subcontractors, supervise field operations and quality 
control/quality assurance programs, and to analyze data produced by the work. Resolution of 
significant project issues engage the Company’s Project Manager and the Site Lead Consultant. 
 
The Company’s Project Manager has responsibility for tracking and maintaining each site’s budget 
and expenditures throughout investigation and remediation. The Project Manager reviews 
consultant and contractor invoices for verification of rates and charges, and provides them to 
Accounting for coding into the accounting system. Each month’s invoice package includes a 
budget-tracking report, showing the status of the project budget, and a brief description of services 
and progress report. Out-of-scope activities that might require a budget adjustment undergo 
discussion to assess their need, budget, and schedule impacts. 

d. Contractor Qualification and Selection 
Contractor and consultant prequalification considers factors such as:   

• Remediation credentials and relevant experience, both firm and primary personnel 
• MGP experience 
• New Jersey experience 
• Utility experience 
• Experience with a particular scope of work 
• Location relative to project site 
• OSHA and other safety ratings 
• Financial ratings 
• Acceptance of Company terms and conditions. 
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Prospective contractors submit a written Statement of Qualifications, reviewed by the Remediation 
Staff and the Supply Chain Group, supplemented where potential interest exists through a 
presentation to the Remediation staff on qualifications and experience. The Group checks 
references for both the contractor and the indicated personnel. Favorably received prospects can 
get added to an upcoming bid list, depending on the tasks to be bid and the number of bidders 
already on the list. JCP&L puts good performers on bid lists first, followed by previously qualified 
vendors who have bid unsuccessfully on prior projects, and then new prospects. 
 
Individual tasks, such as drilling services, excavation services, and other small-dollar tasks, may 
get subcontracted. These tasks may also go out for bid. For such work, the bids undergo review by 
Company personnel, including Remediation staff and Supply Chain staff, as well as the prime 
contractor. 
 
The Supply Chain group supports the remediation work by developing contract documents for 
consultants and contractors. Other support includes updating existing contracts as necessary, 
increasing funding for purchase orders as necessary, renewing expiring contracts, negotiating 
terms and conditions, and updating other contract-specific items such as rate schedules, payment 
terms and contact information. 
 
The Supply Chain Group also assists with project bidding processes by 

• Developing sourcing strategies, initiating internal documents for approval of the strategy 
and award recommendations 

• Consolidating and distributing bid documents to potential bidders, including technical 
specifications and commercial terms 

• Coordinating bidders’ meetings, including pre-bid meetings, bid clarification and post-bid 
meetings 

• Evaluating bidder proposals, tabulating results and communicating the lowest evaluated 
commercial proposal 

• Negotiating rates, terms and conditions, non-disclosure agreements, etc. 
• Coordinating any terms and conditions exceptions among Legal, Remediation staff and a 

selected supplier 
• Obtaining insurance certificates from selected suppliers 
• Monitoring supplier performance, developing performance-improvement plans where 

necessary 
• Advising Remediation staff on Supply Chain policies and procedures. 

3. Program Control and Record-Keeping 

a. Accounting for Remediation Costs 
All remediation costs are charged to FERC account 182.3 (Other Regulatory Assets). Amortization 
of the deferred balance is debited to Account 407.3 (Regulatory Debits) and credited to Account 
182.3. In addition to costs contained on vendor invoices, reviewed against the budget and approved 
by the Project Manager, employees directly involved in remediation administration charge their 
time to specific cost collectors in the Company’s SAP financial system. These cost collectors 
include internal orders specifically designated by MGP site, and cost elements that distinguish the 
types of cost incurred for each site. Associated overhead costs get settled proportionately to the 
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same internal orders. Employees associated with implementation and oversight of the MGP 
Program charge all time directly to the Program; thus no costs are allocated based on allocation 
formulae. 
 
The appropriate accounting for Regulatory Assets depends on orders issued by the BPU; therefore, 
the Accounting, Legal, and Rates and Regulatory Affairs departments prepare and sign off on 
Interpretation Memos that document key elements of the various NJ BPU orders relating to the 
particular deferred cost. We examined “Interpretation of NJ BPU Orders Regarding Deferral 
Accounting for Manufactured Gas Plant Remediation Costs – Revision #2”. A companion 
Accounting Guidance Memo also contains specific steps for appropriately recording the particular 
deferred cost. We examined “Accounting Guidance for NJ BPU Final Order Regarding Deferral 
Accounting for Manufactured Gas Plant (MGP) Remediation Costs – Rev #2.”  
 
By order of the BPU, JCP&L may apply carrying charges on the balance of unamortized MGP 
balances at a rate equal to the seven-year Treasury rate plus 60 basis points. We examined the 
monthly carrying-charge calculations for 2017 through 2020, verifying the rate used and the 
calculation of the carrying charge 

b. Controls/Internal Audit Reviews 
Two primary controls ensure that all remediation costs to be recovered from JCP&L customers get 
properly identified, documented, recorded in the proper accounts, and summarized in cost-
recovery support documents: 

• Site Project Managers review their projects’ outside vendor invoices for accuracy and 
proper accounting, after which the Remediation Supervisor approves or rejects following 
subsequent review 

• An SAP financial report run at year-end for each of the cost collectors (internal orders) 
specifically designated by MGP site addresses all individual charges for each project; the 
site Project Managers and the Supervisor review and approve each. 

 
Internal Audit has conducted a regular cycle of review addressing the first of these controls. The 
last management and operations audit recommended periodic audits of remediation contractor 
invoices. Management reports the use of a three-year cycle for conducting those audits. We 
examined the three audits conducted since the last management audit. The first covered the period 
January 2012 through June 2014. The second covered January 2015 through June 2016. The most 
recent covered January 2019 through December 2020. The most recent audit came four years after 
its predecessor. 
 
The stated objective of all three audits was to determine whether the contractor invoices complied 
with applicable contract billing terms and conditions, and tested invoice approval, accuracy, and 
support. We examined each of the reports. The first two found a “reasonable level of risk 
assurance” (the highest level on the rating scale). The third audit finding of “Well Controlled” also 
reflected the highest level of assurance. A minor finding addressed sales and use tax assessments, 
but Internal Audit found significant controls in place and operating effectively. 
 
With respect to the second control, we examined the SAP financial reports from 2017 through 
2020. These reports summarize information from all transactions. 
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c. Additional Validation and Review 
In addition to the reviews conducted by management and Internal Audit, the remediation cost 
process and related data undergo periodic review by senior management and are provided to the 
JCP&L Board of Directors twice per year. The FirstEnergy Vice President of Utility Services, 
receives monthly reports addressing remediation activities at the MGP sites. We examined the 
December 2021 report. We found it extensive. It provided red, yellow and green status indicators 
for schedules and budget, and timely information about audits and operational activities. 
 
A report on the remediation activities at the MGP sites goes to JCP&L’s Board of Directors in 
April and October of each year. We examined the October 2021 report. It contains similar status 
information, albeit at a higher level. It also provided a summary, by site, of the total project expense 
to date and the additional cost to complete at each site. The report showed that project expense as 
of October 2021 was '''''''''''''''''''  ''''''''''', with '''''   ''' million remaining to complete. 

d. Budget Comparisons 
The Remediation & Environmental Services Group prepares cost estimate projections for the MGP 
sites twice per year. Initial cost estimates issue in December of the preceding year, and a revised 
projection in June of the current year.  We requested any analyses of actual remediation costs 
compared to planned expenditures conducted since the start of 2017. Management’s response 
provided copies of RAC Filing Attachment E for each year from 2017 to 2020. Those attachments 
show annual incremental cost for the year compared to the “budget estimate” and the resulting 
variance, by site and in total. 
 
We noted some rather significant variances by site, ranging as high as 1,048 percent. Management 
observed that the format of the report required for the RAC filing compared the full-year actual 
costs with the costs remaining to be spent as of the June re-forecast. Management indicated that 
explanations provided for the variances are heavily influenced by the fact that actuals are for the 
whole year, while the budget estimate is for the last half of the year. 
 
Following this explanation, we requested a comparison of the full budget prepared at the beginning 
of the year to the actual costs, as well as copies of the variance explanations provided to the NJ 
BPU, based on the filed variances. As expected, the variance explanations received were heavily 
weighted with explanations about why a full year of incurred costs ran higher than a half year of 
estimated costs. For example, for the Cape May site in 2018, the submitted budget comparison 
showed a variance of $2,474,259 - - 431 percent over budget. The related explanation indicated 
that the remediation took place between January and June 2018. Comparing actual costs to the full 
year budget showed a variance of ($60,741) - - 2 percent under budget. 
 
For all four years (2017-2020) actual expenses substantially underran the full annual budget. 

C. Conclusions 

1. JCP&L has given the MGP Program appropriate visibility and emphasis. 
JCP&L recognizes the importance of the MGP Remediation Program and provides it with adequate 
resources and staffing. Monthly reporting to a vice president of the service company provide 

1111 
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visibility to further assure any necessary support. Twice-a-year reporting to JCP&L’s Board 
affords important recognition within the New Jersey company. 

2. The MGP program operates under a very well-qualified staff. 
The qualifications and experience of the individuals in the Remediation and Environmental 
Services Group match the best we have seen in our evaluations of such programs. Program 
personnel show high versatility as well, serving as liaison with the NJ DEP, the U. S. 
Environmental Protection Agency (US EPA), property owners and municipal officials, as well as 
planning, budgeting, permitting, and design of investigation and remediation of the contamination 
at each site. Supervisor and staff have proper training, including occasional short courses in 
technical areas, plus decades of experience in dealing with MGP issues, including both technical 
issues and community and government-relations issues. The Program’s continuity in organization 
and staffing comprises another notable strength. 

3. Company staff have been assigned and take proper responsibility for project 
development and execution. 

Assigning primary responsibility for all aspects of the Remediation Program to Company 
personnel comprises a central theme of the approach to MGP remediation. A Project Manager has 
responsibility for each site. That manager assembles a team of contractors for each assigned site 
and works with that team to design and conduct investigation and remediation programs for each 
site. 
 
As program execution proceeds, the Project Manager has responsibility as well for field operations 
including quality assurance/quality control, analyzing data generated by those field operations, 
preparing necessary internal and external reports, tracking expenditures, and maintaining the 
budget. The Project Manager also maintains relationships with other interested parties, including 
government authorities, affected property owners and interested community groups. These 
managers also participate in preparation of cost-recovery filings to the BPU, and in any necessary 
explanation of or support for those filings. 
 
The Supply Chain Group provides support to identification and selection of contractors, and to 
contracting processes, such as preparing necessary documents, developing contract terms and 
conditions and obtaining appropriate insurance coverages. Legal department personnel support 
contracting and advise regarding government regulations and negotiation with other interested 
parties. Rates & Regulatory Affairs takes the lead in preparing and managing processes associated 
with cost-recovery filings.  
  
Three of the four Project Managers serve as contracted-resources employees, acting as would a 
regular employee. This arrangement has existed for a decade, and perhaps longer. It allows JCP&L 
to use highly experienced people for these positions without having to train them, and limits the 
commitment to those people to the term of its requirement for their skills. 

4. Management has effectively addressed those elements of MGP liability that it can control. 
The nature of residues from the MGP operations requires JCP&L to conduct investigation and 
remediation activities at each site where it or a predecessor conducted such operations. Natural gas 
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companies now own some of the sites; JCP&L has worked out arrangements to share the costs for 
those sites with those companies.  
 
NJ DEP regulations prescribe the investigation process in detail. JCP&L reports that, for most 
sites, investigation reveals relatively small impacts from non-MGP sources, particularly fuel oil 
tanks. Where remediation can address those impacts without increasing costs, JCP&L generally 
does so. Several cases, however, have revealed more substantial impacts from non-MGP sources. 
In those cases, the Company shared its results with the NJ DEP who, in turn, worked with the 
Responsible Parties to get those impacts addressed. In at least one case, the NJ DEP used public 
funds to address non-MGP contamination.  

5. Management employs sound planning and cost estimation processes. 
Remediation program design and execution occurs through iterative processes that extend through 
various phases. The Company’s Project Managers and Lead Site Consultants work together to 
design scopes of work for each phase at each site. As each scope of work is completed and costed 
out, contractors hired through competitive bidding do the field work. These activities remain 
subject to the ongoing approval of each site’s LSRP, and to issuances of particular authorizations 
by the NJ DEP. 
 
JCP&L presents details of each year’s program activities in annual proceedings addressing its RAC 
filings. It shares plans and cost estimates in those proceedings and presents results of each year’s 
work. Differences between estimated and actual costs undergo exploration in some detail in those 
proceedings. See, e.g., Discovery Requests RCR-3 and RCR-4 in BPU Docket No. ER21101155.  

6. Effective processes apply to contractor selection and engagement. 
Program personnel develop the qualifications for contractors for required services, identify 
candidates, and examine candidates’ qualifications. Clear and well-established qualification 
criteria apply. Sufficient numbers of qualified contractors enable meaningful application of 
qualification criteria.  
 
The Supply Chain group assists with contract competitions. Supply Chain helps assemble bid 
documents and conduct competitions. The Company has long used competitive bidding for 
essentially all field operations. Supply Chain also helps with formalizing relationships with 
selected contractors. It prepares contract documents and works to ensure that various contract 
conditions are met. Legal assists as necessary. 

7. We found remediation cost accounting appropriate. 
With remediation costs deferred and recovered via an annual RAC filing process, the appropriate 
accounting has become prescribed in detail in interpretation and accounting guidance memos. Our 
review of recent BPU orders and other Company documents confirmed application of the 
prescribed accounting. 
 
All costs charged to the Remediation Program arise through invoices or employee-related charges 
(time) direct-charged to the program. No costs come thorough allocations from the service 
company. 
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Carrying charges are being calculated and accrued to the balance of unrecovered remediation costs 
in accordance with NJ BPU directives. 

8. Controls related to the recording and reporting of remediation costs are adequate. 
Controls exist and undergo testing every three years by Internal Audit. The reports issued for the 
last three audits indicate an adequate scope; they found applicable processes well controlled. We 
did not find the four-year interval (compared to the three recommended) between the last two 
audits a matter of concern, given the consistent lack of negative findings. 
 
The SAP financial reports, reviewed by the Project Managers and the Supervisor, provide another 
element of control. 

9. Management undertakes budget comparisons periodically and submits them with 
explanations to the BPU as part of the RAC filings, but the format of the reports could 
be improved. (See Recommendation #1) 

Annual budget comparisons prepared and submitted annually come as part of RAC filings. They 
compare a full year of remediation costs with a half-year of budgeted costs (the remaining costs 
for the year as determined in the June budget update). The explanations submitted with the RAC 
filing thus routinely have to explain for each site that part of the variance is due to the different 
time periods. This practice was represented as the form of the report that has been used for many 
years. 
 
The appendix to this chapter shows a comparison between the initial budgets and actual 
expenditures for the year.  

D. Recommendations 

1. Consider changing the budget/actual comparisons to match the periods covered by each. 
(See Conclusion #9) 

Even if the current means of reporting should remain, adding a comparison that matches budget 
periods used with those employed for actual costs may prove useful in examining sources and 
amounts of variances from a management and control perspective.  
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Appendix One: MGP Site Costs 
MGP Site Costs Actual vs. Initial Budget 

 
 

Actual Budget Actual Budget Actual Budget Actual Budget
Asbury Park $1,822,408 $3,485,000 $1,166,387 $1,910,000 $745,942 $828,000 $190,747 $418,000 ($1,662,592) ($743,613) ($82,058) ($227,253)
Belmar $481,169 $810,000 $461,839 $808,000 $385,470 $1,585,000 $398,317 $924,000 ($328,831) ($346,161) ($1,199,530) ($525,683)
Boonton $117,332 $175,000 $109,398 $360,000 $531,981 $825,000 $699,986 $1,213,000 ($57,668) ($250,602) ($293,019) ($513,014)
Cape May $8,347,161 $7,541,000 $3,047,259 $3,108,000 $1,468,857 $996,000 $1,160,094 $1,148,000 $806,161 ($60,741) $472,857 $12,094
Dover $1,829,169 $4,187,000 $7,254,363 $5,696,000 $549,157 $1,456,000 $847,978 $1,571,000 ($2,357,831) $1,558,363 ($906,843) ($723,022)
Flemington $2,928,327 $5,163,000 $296,907 $570,000 $116,679 $379,000 $266,647 $212,000 ($2,234,673) ($273,093) ($262,321) $54,647
Lakewood $6,255,557 $5,670,000 $387,482 $500,000 $290,296 $335,000 $323,594 $210,000 $585,557 ($112,518) ($44,704) $113,594
Lambertville/LaRoch ($5,846) $162,000 $70,339 $250,000 $231,144 $420,000 $342,576 $515,000 ($167,846) ($179,661) ($188,856) ($172,424)
Long Branch - - - - - - - - - - - -
Newton I ($33,620) $225,000 $118,519 $850,000 $245,220 $3,311,000 $129,599 $3,647,000 ($258,620) ($731,481) ($3,065,780) ($3,517,401)
Newton II $105,730 $449,000 $122,800 $5,771,000 $2,790,134 $3,026,000 $4,543,963 $4,145,000 ($343,270) ($5,648,200) ($235,866) $398,963
Ocean City $156,236 $1,635,000 $454,722 $2,165,000 $1,301,765 $2,315,000 $675,060 $880,000 ($1,478,764) ($1,710,278) ($1,013,235) ($204,940)
Phillipsburg $112,670 $380,000 $27,752 $960,000 $403,805 $680,000 $99,657 $140,000 ($267,330) ($932,248) ($276,195) ($40,343)
Red Bank ($56,873) $329,000 $92,746 $450,000 $117,553 $451,000 $22,645 $510,000 ($385,873) ($357,254) ($333,447) ($487,355)
Sea Isle City $1,235,523 $3,336,000 $180,832 $790,000 $739,720 $800,000 $641,175 $980,000 ($2,100,477) ($609,168) ($60,280) ($338,825)
Toms River
Tuckerton $3,332 $5,000 $4,428 $5,000 $3,503 $5,000 $2,737 $5,000 ($1,668) ($572) ($1,497) ($2,263)
Washington $2,061,677 $4,315,000 $3,445,760 $4,025,000 $188,963 $240,000 $242,782 $148,000 ($2,253,323) ($579,240) ($51,037) $94,782
Wildwood $188,805 $268,000 $325,753 $760,000 $964,988 $724,000 $477,453 $470,000 ($79,195) ($434,247) $240,988 $7,453
General Program $123,825 - $143,031 - $139,038 - $145,102 - $123,825 $143,031 $139,038 $145,102

Total $25,672,580 $38,135,000 $17,710,316 $28,978,000 $11,214,216 $18,376,000 $11,210,113 $17,136,000 ($12,462,420) ($11,267,684) ($7,161,784) ($5,925,887)

2017 
Variance

2018 
Variance

2019 
Variance

2020 
Variance

2018 2019 2020
Site

2017
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Chapter XXIV: Non-Rate-Related Revenues 
A. Background 

This chapter presents the results of our evaluation of management’s regulatory treatment of gains 
and revenues secured through means other than utility rates to determine that its classification of 
them resulted in appropriate and fair treatment for JCP&L’s customers. Transactions such as land 
and property sales provide examples of such gains and revenues. Profits and losses on non-utility 
businesses also exemplify the types of entries involved. For all revenues of these types, we verified 
accurate recording of and accounting for the amounts involved, examined JCP&L’s reporting and 
confirmed that customers received benefits in proper amounts in the last rate case. 

B. Findings 

1. Actual Results and Accounting 
Allowance for Other Funds Used During Construction (AFUDC), Interest and Dividend Income, 
and Gains on Disposition of Property have accounted for the vast majority of non-rate JCP&L 
items since 2017. AFUDC values represent financing for construction work in progress (CWIP) 
between the effective dates of utility base rate cases. AFUDC amounts tend to grow to significant 
amounts prior to rate case re-sets of CWIP. The following table summarizes these items from 2017 
through 2020 and estimated 2021 and 2022 values. The most significant item shown in the table 
concerns a one-time item - - the 2021 sale of Yards Creek. AFUDC comprises the largest recurring 
item, ranging $7.4 and $9.5 million before falling as a result of the last base rate case, after which 
2022 estimates show a large estimated 2022 increase. 
 

JCP&L Non-Rate-Related Items 

 Number  Description
415.00 Revenues from Merchandising, Jobbing and Contracting Work $2,586,248 $5,452,426 $626,213 $2,465,283 $0 $0
416.00 Costs and Expenses of Merchandising, Jobbing and Contracting Work ($2,238,664) ($5,457,474) ($1,005,794) ($2,069,600) $0 $0
417.10 Expenses of Nonutility Operations $0 $0 ($223) $0 $0 $0
418.00 Nonoperating Rental Income ($2,945) ($3,178) ($3,497) ($7,438) ($7,438) ($7,438)
418.10 Equity in Earnings of Subsidiary Companies $7,690 $11,291 $15,818 $4,926 $0 $0
419.00 Interest and Dividend Income $3,435,022 $4,514,328 $4,950,565 $5,316,821 $2,395,701 $1,722,809
419.10 Allowance for Other Funds Used During Construction $8,839,677 $1,377,486 $7,369,721 $1,253,018 $18 $9,533,171
421.00 Miscellaneous Nonoperating Income $1,329,033 $448,643 $1,302,648 $1,555,106 $1,742,178 $1,742,120
421.10 Gain on Disposition of Property $135,840 $0 $6,703,305 $10,990 $109,609,978 $0

$14,091,901 $6,343,523 $19,958,755 $8,529,107 $113,740,438 $12,990,663

2022 Est

Non-Rate Revenues/Gains Total

FERC Account 2017 2018 2019 2020 2021 Est

 
 
Interest and dividend income grew from $3.4 million to $5.3 million from 2017 through 2020, but 
fell much lower than management’s 2021 and 2022 estimates. Revenues from merchandising, 
jobbing, and contracting work, typically offset by related costs and expenses, have not produced 
material net amounts for JCP&L. 

2. Gains on Asset Sales 
The March 5, 2021 closing of the sale of the company’s interest in the Yards Creek generation 
facility produced a recorded gain of $109.05 million, representing nearly the full amount shown 
in the preceding table as recorded in FERC account 421.10. Yards Creek consists of a 420 MW 
pumped-storage hydro facility located in Warren County, New Jersey. It began commercial 
operation in 1965. JCP&L and PSEG Fossil each owned 50 percent of Yards Creek. The net gain 
eventually acted as an offset against a JCP&L regulatory asset for storm costs. 
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The table includes the effects of one other material gain on the sale of utility property. A November 
27, 2019 sale of JCP&L’s South Brunswick property, consisting of 15.24 acres in South Brunswick 
Township, Middlesex County, produced a recorded a pre-tax gain of $6.68 million in FERC 
account 421.10 for JCP&L in 2019. 
 
Substantial revenue arose from disposition of another asset as well - - a March 7, 2019 sale of a 
3.34 acre parcel of land, excluding all related electrical distribution and transmission facilities, 
located in Allenhurst, Monmouth County. The net book value of Allenhurst property approximated 
$3.55 million, previously included in JCP&L’s rate base. The gain on the sale of the Allenhurst 
property comprised an adjustment in the company’s 2020 base rate case. JCP&L proposed to share 
50 percent of the gain, with the customers’ share amortized over a 5-year period. A “black box” 
settlement resolved the 2020 base rate case, which JCP&L interpreted as approving this adjustment 
as filed. 
 
Management reviews the accounting for non-recurring gains from sources other than customer 
rates as each instance occurs. For example, the FirstEnergy accounting research group reviews 
significant sales of utility assets, followed by a memorandum documenting the accounting 
treatment under Generally Accepted Accounting Principles (GAAP) and the FERC uniform 
system of accounts for such transactions. These reviews take into account New Jersey BPU 
precedent for the treatment of gains, where applicable. 

3. Customer Impacts and Rate Orders 
The BPU approved on March 27, 2020 the Stipulation of Settlement involving JCP&L and PSEG 
Fossil regarding the Yard’s Creek facility sale. JCP&L’s recorded a pre-tax gain of $109.05 
million in FERC account 421.10. The October 28, 2020 Order in JCP&L’s last rate case included 
the following: 

The Parties agree that the entire actual net gain from the sale of JCP&L’s interest in the 
Yards Creek generating station, currently estimated to be $109.1 million, shall be applied 
to reduce the company's existing deferred storm cost balance. Rate Counsel and Staff shall 
review the final accounting and the calculation of the actual net proceeds from the Yards 
Creek sale in the company’s next Non-utility Generation Charge filing. 

 
The BPU Order in Docket No. EM19030357 authorized the pre-tax gain associated with the sale 
of the South Brunswick property. JCP&L recorded this gain of $6.68 million to FERC account 
421.10. The BPU Order approved the sale with provisions for the accounting for net proceeds in 
accordance with FERC regulations and provided FERC with a copy of the Order. 
 
The $3.55 million gain on the Allenhurst sale involved property previously included in JCP&L’s 
rate base. The gain later became an adjustment in the 2020 base rate case following JCP&L’s 
proposed sharing with customers of 50 percent of the gain, amortized over a five-year period. The 
proposed annual amortization of $509,978 became effective with new rates established as of 
January 1, 2021. 
 
AFUDC and dividends and interest income comprise the other major dollar categories for JCP&L 
non-rate revenues and expenses. JCP&L treated both as below-the-line revenues, and properly 
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recognized and accounted for associated gains. Other revenues and expenses for merchandising 
and jobbing, non-operating rental income, and miscellaneous non-operating income represented 
insignificant net amounts for JCP&L in the last five years. 

C. Conclusions 

1. JCP&L properly analyzed, reflected in FERC accounts, and flowed to customers through 
base rate adjustments gains on sales of utility assets. 

Management performed an internal analysis of the sale of JCP&L’s interest in Yards Creek in 
March 2020. The analysis noted that previous net positive benefits for customers from Yards Creek 
would fall, given changes in PJM capacity rules. Internal estimates of the net present value to 
JCP&L customers of retaining Yards Creek ownership ranged between $20 and $25 million, as 
compared with the $109 million realizable from the sale. The sale of Yards Creek at an attractive 
price for JCP&L customers and subsequent rate case application in reducing deferred storm costs 
produced a positive result for customers. 
 
JCP&L recorded the gains from the Yard’s Creek, and South Brunswick asset sales in the 
appropriate FERC accounts. The calculation of JCP&L base rates appropriately considers all of 
the gains on sales amounts. 

2. JCP&L has properly accounted for AFUDC and dividends and interest income, and has 
had minimal other non-rate revenues and expenses.  

AFUDC and dividends and interest income comprise the other major relevant dollar categories. 
JCP&L treated both as below-the-line income, properly recognizing and accounting for associated 
gains. No other sources of non-rate-related revenues proved substantial in the past five years. 

D. Recommendations 
We have no recommendations regarding non-rate-related revenues. 
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Chapter XXV: Recommendations Made in Previous Examinations  
A. Background 

Our scope included a review of three previously-performed reports (by separate, outside reviewers) 
addressing the operations of JCP&L and of affiliates who contribute to its operations. The first 
report, accepted by the BPU in August 2011 bore the title of Audit of the Affiliated Transactions 
between Jersey Central Power and Light Company, First Energy Corporation and its Affiliates 
and a Comprehensive Management Audit of Jersey Central Power and Light Company in Docket 
No. EA09110943. The second, July 2016 report we reviewed examined financial and operational 
aspects of JCP&L’s distribution system. We examined the recommendations made in each of the 
two reports and the status of actions to implement them. This chapter provides the results of our 
examinations of these two reports. 
 
The third report comprised a December 2015 company-commissioned ring-fencing study. We 
examined the continuing viability and merits of that report’s findings and recommendations, 
assessed whether those findings and recommendations represent current best practices, evaluated 
whether New Jersey customers have had adequate protection, and determined whether 
management implemented the study’s recommendations. Chapter Eleven, Financial Risks and 
Consequences of Parent and Affiliate Operations of the accompanying Phase One report addresses 
the results of our examination of this third, 2015 report. 
 
We examined the nature of the recommendations made in the 2011 management audit and 
documentation of the BPU Staff monitored close-out process. We sought to identify and address 
all recommendations not acknowledged as complete by the Board’s Order in Docket No. 
EA09110943. We also examined the reported status of recommendations from the 2016 
management and financial review of JCP&L’s distribution system, again, including any 
recommendations not considered complete. Finally, the team members responsible for each area 
of this audit for which recommendations from the 2011 and 2016 reports had implications 
considered those recommendations with continuing applicability in forming their base inquiries. 
They also examined the recommendations as they approached completion of their work on this 
engagement to identify any potential gaps in the matters the scope of this engagement addresses. 
 
The scope of the business operations of FirstEnergy has narrowed considerably since those two 
prior examinations, with the departure of the commercial power and energy subsidiaries and their 
operations. We considered how ended, changed, and new operations may have affected the 
continuing relevance of those prior recommendations. 

B. Findings 

1. 2011 Management and Operations and Affiliates Audit of JCP&L 
The BPU accepted “for filing purposes” the report on the BPU-sponsored management and 
operations audit and audit of affiliate relationships of JCP&L on August 18, 2011. That June 20, 
2011 report included eleven chapters, a two-phased structure, and significant scope element 
commonality with our engagement. However, our scope included significant expansion, as well. 
The 2011 audit report contained a total of 86 recommendations, for which management had 
responsibility to fully address and implement under a process that included review and verification 
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by the BPU Staff. The following table summarizes those recommendations by subject areas that 
correspond to the report’s chapter structure. 
 

2011 Audit Recommendations Summary 
Chapter Number 

Affiliated Relationships and Allocation Methods 13 
Customer Service 6 
Electric Operations  16 
Executive Management and Corporate Governance  13 
Finance and Accounting 6 
Remediation Costs  3 
Review of Prior Audit Recommendations 1 
Support Services  28 
Total 86 

 
Management provided information that documented its efforts to implement each 
recommendation. This material, for each recommendation, addressed general status tracking 
information, stated benefits expected following implementation, assigned company responsibility 
for implementation, and steps necessary to achieve implementation. These materials also included 
support documentation, which took a variety of natures; e.g., revisions to existing policies and 
procedures to reflect recommended improvement. We reviewed the provided documentation and 
verified for each recommendation its: 

• Status: implementation completed or not 
• Status Date: when management proposed consideration of completion to the BPU 
• BPU Staff Signoff: whether the BPU verified completion of its review and when. 

 
The materials provided by management indicated that 75 of the 86 recommendations received 
BPU Staff signoff in 2013. The remaining recommendations reached that status by August 2016. 
The following table summarizes this timeline. 
 

2011 Audit Recommendations Summary by BPU Sign Off Date 
Chapter 2013 2014 2015 2016 

Affiliated Relationships and Affiliate Allocation Methodologies 7 1 1 4 
Customer Service 6 0 0 0 
Electric Operations  15 1 0 0 
Executive Management and Corporate Governance  13 0 0 0 
Finance and Accounting 5 1 0 0 
Remediation Costs  2 1 0 0 
Review of Prior Audit Recommendations 1 0 0 0 
Support Services  26 0 2 0 
Total 75 4 3 4 
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The scope commonalities between our engagement and the 2011 audit rendered the major issues 
and concepts captured in these 86 recommendations subject to our review. We aligned the 
recommendation areas (by 2011 report chapter) with our structure, which the next table 
summarizes. 
 

Alignment of 2011 and Current Engagement Subject Areas 
2011 Audit

Chapter Phase Chapter
Affiliated 

Relationships
&  Allocations

Two Affiliate Relationships and Cost Allocation

Customer Service One Customer Service

Electric Operations One

Operations Organization, System Planning & Load 
Management, Asset Management, Vegetation Management; 
Contractors, Reliabilty Programs & SmartGrid, Cyber Security 
& System Vulnerability, System Resiliency & Restoration

Executive Mgmt. & 
Corp. Governance 

Two Organization, Executive Management, Governance

Finance &
Accounting

One 
& 

Two

Phase  One : Financial Risks & Consequences of Parent & 
Affiliate Operations; Phase Two:  Finance and Cash 
Management, Planning & Budgeting, Accounting and Property 
Records; Controls, Sox, Auditing, & Listing Requirements

Remediation Costs Two MGP Remediation
Prior Audit

Recommendations
Two Recommendations Made in Previous Examinations

Support Services Two

Insurance & Risk Management, Legal Services, Physical 
Security, Supply Chain, Surface & Air Fleet Management, 
Land Management &Real Estate, Information Technology, 
Records & Information Management, Physical Security, 
Supply Chain

This Engagement

 

2. 2016 Financial and Operational Review of JCP&L’s Distribution System 
A March 26, 2015 Order in Docket No. ER12111052 provided for BPU Staff input into a scope of 
work under which JCP&L would solicit proposals for the performance of a Financial and 
Operational Review of JCP&L’s Distribution System. The report that summarized the results of 
that audit, dated July 27, 2016 in Docket No. EF15070779, contained 53 total recommendations.  
The following table summarizes these recommendations by audit area. 
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2016 Audit Recommendations Summary 
Operational Review 
Chapter Number 

Evaluation of JCP&L’s Reliability Programs 17 
Developing a Resilient System 8 
Current Restoration Abilities 6 
Distribution Planning Criteria and Load Forecasts 7 
Capital/Investment and Operations and Management (O&M) Spending 6 
Total 44 

Financial Review 
Chapter Number 

Corporate Governance 5 
Capital Allocation Among Subsidiaries 1 
Human Resources, Staffing, Benefits, and Planning 2 
Compliance with Merger Order (BPU Docket No. EM001108701) 0 
Review of Financing Activities 1 
Total 9 

 
The audit report identified what it deemed as eleven “major” recommendations addressing changes 
that would produce the greatest benefits. These included: 

• A.1.8-1: Formalize asset management processes and practices for JCP&L’s Distribution 
organization. This recommendation includes several steps and activities to be evaluated 
and potentially implemented based on benefit versus cost considerations that would 
include the development of: 
a) A mission statement with regard to asset management principles and objectives at 

JCP&L; 
b) An overall JCP&L and FEU governance of asset management organization and 

policies; 
c) Organizational responsibilities within JCP&L for implementing asset management 

practices; 
d) Guiding principles regarding management of assets over their life-cycle; 
e) New or enhanced systems required for performance assessment and condition 

monitoring of distribution assets; 
f) Analytic/predictive methods for equipment diagnostics, failure modes and risk 

assessment; 
g) Asset ranking and prioritization methods for capital investment decisions, including 

risk versus cost trade-offs that would be incorporated into RPA budgeting processes; 
and 

h) A continuous improvement process, including post-project review; typically part of the 
capital management process. 

• A.2.3: Prepare a Technology Plan that builds upon findings and successes from 
Department of Energy Smart Grid Investment Grant (SGIG) pilot programs in New Jersey 
and other FEU operating companies. The Plan should outline the role of technology 
applied to JCP&L’s distribution system over the short- and long-term. Consider a 
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collaborative effort with other New Jersey utilities to identify plans consistent with the New 
Jersey Energy Master Plan goal for emerging technology: “Improve and Enhance the EDC 
Smart Grid and Distribution Automation Plans” and related objectives such as Microgrid 
Distributed Energy Resources. 

• A.4.3-1: Conduct a study to evaluate updating LFDMS to account for existing and forecast 
net metered and large solar installations. This includes creation of a database to track 
solar installations, and if applicable, use of new tools and systems to collect solar profile 
data to predict net load reduction on distribution feeders and substations. 

• A.4.4-1: Conduct a study to develop specific criterion regarding minimum restoration 
times for single transformer substations that do not have sufficient tie transfer capacity 
with adjacent substation(s). Conduct study, if needed, to identify substations that have 
partial tie transfer capability. Study also should include an evaluation of likely mobile 
substation transport and installation times to identify substations that do not meet the 
minimum restoration criterion. Develop mitigation plans such as increasing tie transfer 
capability, changing location of mobile substations or upgrading substation mobile 
substation connections (and procedures) to achieve minimum restoration targets. 

• A.5.1-1: Enhance the capital budget development process to reduce, where possible, the 
amount assigned to blankets. This should include additional rigor and detail in the 
development and monitoring of Condition, Forced, and Reliability blanket budgets and 
spending. 

• A.5.2-1: Review and enhance capital budgeting and project prioritization process to 
determine optimal levels of CAPEX and OPEX to meet reliability and other JCP&L targets 
and objectives. This includes identifying the level of spending to achieve objectives and 
meet targets. Application of asset management practices outlined in Recommendations 
A.1.8 and A.1.9 are needed to properly balance CAPEX and OPEX spending. 

• A.5.3-1: Document processes and criteria applied to review and approve capital budget 
requests for each of Rounds 1 through 3. Include processes under which capital 
investments are prioritized and criteria applied to approve or reject budget requests. 

• A.5.3-2: Modify capital budget development (RPA) process such that projects that typically 
are evaluated but do not reach Round 1 are included in the review process. 

• A.5.3-3: Modify the capital budgeting process to place greater focus on identifying 
spending levels needed to meet reliability and performance targets, and other JCP&L 
goals and objectives. 

• B.1.12-1: File an annual Results of Operations Report, as may be required by the BPU. 
JCP&L does not file an annual jurisdictional results of operations (ROO) report with the 
BPU, as is required of other FE distribution utilities in other jurisdictions158. Currently 
JCP&L only provides a copy of their FERC Form 1. 

• B.1.12-2: Investigate the appropriateness of implementing existing BPU policies on 
infrastructure recovery mechanisms, as well as other Alternative Regulatory Mechanisms 
(ARM)159 other than base rate ratemaking. Properly designed ARMs have the potential 
to: (1) reduce regulatory lag; (2) provide additional incentives to utilities to operate 
efficiently; (3) provide a mechanism to target investment in areas which are considered a 
high priority for investment; and, (4) reduce the costs of regulatory proceedings for both 
the company and the BPU. 
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We comprehensively reviewed the subjects into which the first nine of these recommendations 
fall; i.e., asset management, planning for and incorporating technology into the network, 
configuring substations and other major facilities to enhance reliability and service restoration, and 
capital and O&M planning and budgeting. Chapters Two through Nine of the accompanying Phase 
One report address the other subjects. The Planning and Budgeting Chapter of this Phase Two 
report addresses planning and budgeting. Those chapters provide comprehensive conclusions and 
recommendations still relevant today and consider the underlying facts, circumstances, and 
performance drivers relevant to the recommendations of the prior examination. The last two 
recommendations concern BPU reporting requirements and alternative rate recovery mechanisms, 
both of which we view as policy matters better suited for BPU resolution. 
 
Management provided summary documentation of its “Evaluation and/or Actions” for each of the 
2016 audit’s 53 recommendations. As suggested by the eleven major recommendations of the 2016 
report, our engagement has a significantly common, but broader scope as compared with the topics 
addressed by the 2016 report. That report’s treatment of compliance with the merger Order in 
Docket No. EM00110870 represented a notable example of items included in the 2016 review but 
not in ours. The following table lists where the 2016 report structure receives coverage in this 
audit’s phase and chapter structure. 
 

Current Audit Coverage of the 2016 Audit’s Topics 
2016 Audit

Operational Review Phase Chapter

Evaluation of JCP&L’s Reliability Programs One
IV: Asset Management
V: Vegetation Management
VII:Reliabilty Programs and SmartGrid

Developing a Resilient System One IX: System Resiliency and Restoration
Current Restoration Abilities One IX: System Resiliency and Restoration
Distribution Planning Criteria and Load Forecasts One III: System Planning and Load Management
Capital/Investment and Operations and 
Management (O&M) Spending

One
II: Operations Organization
VII: Reliabilty Programs and SmartGrid

Financial Review Phase Chapter
Corporate Governance Two III: Governance

Capital Allocation Among Subsidiaries
One &
 Two

Phase One
XI: Financial Risks and Consequences of Parent 
and Affiliate Operations
Phase Two
V: Planning and Budgeting
IV: Finance and Cash Management

Human Resources, Staffing, Benefits, and Planning Two
XIII: Human Resources Organization
VI: Staffing
VII: Compensation and Benefits

Compliance with Merger Order 
(BPU Docket No, EM001108701)

n/a n/a

Review of Financing Activities
One &
 Two

Phase One
XI: Financial Risks and Consequences of Parent 
and Affiliate Operations
Phase Two
IV: Finance and Cash Management

Current Audit

 

C. Conclusions 

1. Management provided documentation of BPU Staff sign off on all 86 recommendations 
from the 2011 completed management and affiliates audit of JCP&L. 
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Management tracked the status of all recommendations through its receipt of BPU Staff sign off 
that each reached a status indicating successful implementation. The materials provided 
demonstrate the company manager responsible for implementation, the potential benefits of 
successful implementation, and the dates of management presentation of close-out materials for 
BPU Staff review, and of ultimately received BPU Staff signoff. Plans for all 86 recommendations 
were available, we reviewed them, and found that all received BPU Staff sign off. This audit’s 
scope, while not aligned entirely with the one performed in 2011, maintained several core 
elements. We thus performed a comprehensive review of the areas of management and operations 
into which the recommendations fell in the context of the circumstances relevant today and likely 
into the future, noting where appropriate any gaps or needs existing today with respect to those 
recommendations and as well to all the responsibilities and activities of the organizations 
responsible for them. 

2. Our examination addressed management and operation of the activities for which the 
2016 audit made recommendations; the conclusions and recommendations addressing 
them in this engagement address underlying circumstances, conditions, and needs fully. 

Our engagement included an examination of the management and operational areas into which the 
recommendations of the 2016 audit fell. We undertook our work with awareness of those 
recommendations. We examined those recommendations again, in order to identify any material 
areas of management and operations potentially missed or underemphasized.  
 
Our work confirmed the existence of most of the recommended conditions or sufficient addressing 
of recommendation intent through other measures appropriate in light of changed circumstances, 
methods, and practices. We did find continuing needs in a number of operational, planning, 
budgeting, organizational, and governance areas. We believe that implementation of the 
recommendations we made in this Phase Two report and the accompanying Phase One report will 
not leave open any matters or issues of current and likely future material significance. 
 
The specific exclusions to this general conclusion concern recommendations regarding 
comprehensive, additional reports and consideration of alternate methods of cost recovery through 
rates. We do recommend in this report several special reports; e.g., to provide transparency for the 
BPU regarding major uncertainties about important issues or tracking of major changes now 
underway at FirstEnergy. However, we consider significant additions to broadly applicable 
reporting requirements best addressed through proceedings involving all New Jersey electricity 
distribution companies and stakeholders. We also view ratemaking methods techniques as policy 
matters.  
 
The same is true for significant changes in rate recovery methods. We have examined consistency 
of certain actions and practices with what we understand to be current (or at least historically 
applied) methods, but did not interpret our scope as including recommended changes to core 
ratemaking practices and precedent. 

3. We believe that implementation of the recommendations of this engagement will not leave 
open material issues or needs underlying those prior recommendations. 

We gave consideration to the recommendations of all three of the audits whose recommendations 
we examined. The reports expressing them show careful consideration of the circumstances and 
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issues underlying their recommendations. We found those recommendations constructive and 
supported, generally offering one of often several appropriate means for implementing them.  
 
We did look at their individual thrust and components, but our principal test in considering them 
is whether, assuming implementation of the recommendations we have made, any material need 
is likely to remain unmet. We do not believe any will, excepting a small number of them relating 
to issues better addressed for all the state’s electric distribution companies (e.g., comprehensive 
new reporting to the BPU) or concerning major changes to ratemaking practice and precedent. 

D. Recommendations 
We have no recommendations addressing implementation of recommendations from the 2011 and 
2016 audits. 
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