
, . " : 

AW IK. H/vdl· 

Decision 90 09 040 S[P 12 1990 
, . BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Order Instituting Investigation into ) 
the findings, recommendations and ) 
implementation action plans of the )~ 
Management Audit of southern 
california Gas Company. 
~ ) 

1.89-04-051 
(Filed Ap~il 26, 1989) 

Robert B. Keeler, Peter N. Osborn, Jordana L. 
Singer, and David B. Follett, Attorneys at 
Law, for Southern California Gas Company, 
respOndent. 

Richard Balsh, Kike F~r9uson, Randolph hu, 
Attorneys at Law, for El Paso Natural Gas 
Company; Edward Cameron, for the City 6f 
Glendale: Edward Duncan, for himself! 
Michel Peter Florio, for Toward Uti11ty 
Rate Normalization (TURN); Robert J. Hohne, 
for him~elf~ Leamon Murphy, for the 
Imperial Irrigation District; Jones, Day, 
Revis & pogue, by Norman A. Pedersen, 
Attorney at LaWt for Southern California 
Utility Power pool; Robert L. pettinato, 
for Los Angeles Department of Water and 
power; David Plumb, for the City of 
Pasadenajpatrick power, Attorney at Lawt 
for the.City of Long Beach; Donald G. 
Salow, for the Association of california 
Water Agencies (ACWA); shelley Ilene Smith, 
Asst. City Attorney, for the City of Los 
Angeles; and Ronald Stassi, for the City of 
Burbank; interested parties. 

Izetta C. R. Jackson, Attorney at Law, and Ray 
Charvez, for the Division of Ratepayer 
Advocates. 
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o 1" I N ION 

Summary 
This decision closes our investiqation (1.89-04-051) into 

southern California Gas Company's (SoCalGas) Ph~so I management 
audit. This phase examined SoCalGas' operational and financial 
processes as ~ell as its management performance, The parties, 
throuqh a series of workshops, reached agreement on 112 audit 
recommendations. In addition, eight other recommendations were 
referred to SoCalGas' then pending general rate case (GRC) 
(Application (A.) 88~12-047). 

We find the parties' resolution of the phase I audit 
reasonable and order implementation of the recommendations 
accordinq to the conditions laid out in the parties' Memorandum of 
Understanding (MOU). For the first year, quarterly reports shall 
be filed on the status of implementation. Thereafter, semiannual 
reports shall be filed until a decision is issued in SoCalGas' next 
GRC. 

Finally, we determine that phase II of the management 
audit will proceed under the auspices of the Commission Advisory 
and Compliance Division (CACD), and will issue a new Order 
Institutinq Investigation (011 or I.) to deal with those issues at 
an appropriate time. 
Background 

On October 28, 1987, the Commission adopted Resolution 
G-2736, initiating a comprehensive management audit of SoCalGas. 
The resolution divided the audit into two phases, The first phase 
was to examine SoCalGas' operational and financial processes as 
well as its management performance. This Phase I audit was to be 
conducted by a management consulting firm resulting in specific 
recorr~endation$ for improvement. The second phase of the audit 
would investigate SoCalGas' marketing and procurement policies in 
its core and noncore competitive natural gas markets. The 
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resolution authorized the pr6ject coordinator, appointed fr6~ the 
Evaluation ~nd Conpliancc Division (now called co~~lssion AdvisQry 
and compliance Division or CACO) to determine the final scope and 
timing of the audit's second phase. With respect to when Phase II 
of the audit should begin, the commission will mako that 
determination at a later date. 

The phase I audit report was prepared by the joint 
venture consulting firms of Touche Ross & Co. and OOh~rty ~ Co. 
Inc. (Touche Ross) and submitted to the commission in February 
1989. The four-volume Phase I report containing 120 
recommendations. 

An investigation was issued on April 26, 1989 
(1.89-04-051) to provide a procedural forum to review the findings, 
recommendations, and implementation action plans of the phase I 
report. PUrsuant to the schedule set forth in the 011, a 
prehearing conference (PHC) was held on May 8, 1989, for the 
purpose of determining the areas of agreement Which could be 
reached by interested parties • 

At the PHC, the administrative law judge (ALJ) ordered 
SoCalGas to prepare a response to the audit report indicating 
recommendations it had already implemented; recommendations in the 
process of being implemented; recommendations which had not yet 
been implemented but it concurred with; recommendations it 
disagreed with; and finally recommendations that were the same as 
issues in its GRC application (A.88-12-047). SoCalGas'response 
was served on June i2, 1989. As ordered by the ALJ, the project 
coordinator of CACD organized workshops which were held June 26 
through June 29, i989, to allow discussion among the interested 
parties of the audit recommendations and SoCalGas' response. CACD 
prepared a workshop report which was filed on July 13, 1989. 

Workshop participants agreed that eight recommendations 
were covered in soCalGas' GRC application. The CACD report 
identified five audit recommendations likely to be litigated, five 
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and oight recornmendations agreed to tn prit\cipal which required 
additional information from SoCalGaS for review by Touche Ross. 
The parties were 1n agreement on the remaining 74 r~commendations 
out of the original 120 in the audit. 

As a result of the \oiorkshops, a }~Ou was propared and 
signed by representatives of SoCalGas, Touche Ross, and the 
Division of Ratepayer Advocates (ORA). Under the MOU, certain 
conditions regarding the timing. action steps, and cost$ and 
benefits contained in the recommendations ~ere agreed to by the 
si9ning parties. (See Appendix A for the full text of the MOU.) A 
key clause of the MOU is that accept~nce by the parties is 
contingent upon the MOUts acceptance in its entirety by the 
Commission. The MOU makes SoCalGas responsible for undertaking 
implementation of the recommendations. SoCalGas may, but is not 
required to, implement the action steps on the timetable set by 
~ouche Ross. SoCalGas will report its progress towards 
implementing the audit recommendations to the satisfaction of the 
commission in its next GRC application following test year 1990. 
The MOU states SoCalGas will absorb implementation costs associated 
with the recommendations through productivity savings and 
reallocation of its budget. These savings will be reflected in 
rates in its next GRC. SoCalGas will not be expected to reconcile 
actual or projected costs and benefits with the costs and benefits 
estimated in the phase I audit report. In addition, the MOU states 
that SoCalGAs will not be required to implement reco~~endations for 
which c6s~s exceed savings, but will have to ju~tify its decision. 
Finally, the MOU establishes a framework for a monitoring program. 

The parties continued to discuss and clarify the 
recommendations with the MOU serving as the underlying basis for 
reaching agreement. On August ~1, 1989, a second workshop was 
noticed to be held on August 28, 1989. At the end of this second 
workshop only four recommendations required further discussion. 
Following further telephone conversations and exchange of data, the 
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parties reached agreement on all 112 recommendations that were not 
being addressed in the GRe. 

On October 2, 1989, the ALJ issued a ~.ullng setting an 
evidentiary hearing on October 16, 1989. The ruling required 
workshop participants to prepare testimony on the final results of 
both workshops and subsequent discussions. 

On October 16, 1989, t:·w exhibits t,ere received 1n 
evidence. The first exhibit is the February 1989 Touche Ross four-
volume report on the management audit. The second exhibit received 
is the Final Report of Touche' Ross dated October 16, 1989, which 
includes joint testimony of Touche Ross, SoCalGas, and ORA, the 
MOU, a listing of the 112 audit recommendations agreed upon 
(attached as Appendix B), a listing of the eight aUdit 
recommendations being addressed in the GRC, and a stipulation 
presenting this exhibit as the joint recommendation of the parties 
requesting approval by the Commission as the final negotiated 
resolution of this proceeding. 

At the hearing, there ~'as discussion regarding timing of 
the periodic reports due to CACD and ORA as.- agreed upon in the MOU. 
For the first year after i~.suance of this decision, the parties 
agreed to quarterly reports. Then the reports would become 
semiannual with the exception that as to any recommendations 
SoCalGas could not implement due to cost or other factors, SoCalGas 
could then submit a report in a timely fashion as a ~~p~lemental 
repOrt. parties also discussed the appropriate mechanism for 
commenting on the periOdic reports, agreeing that both CACD,and ORA 
should have the right to comment on the repor~~ hopefully 
coordinating their comments to the extent possible. (RT 15.) No 
objections-were made to the receipt of both exhibits into evidence. 

Only SoCalGas filed comments on the ALJ's proposed 
decision. These comments have been reviewed and carefully 
considered by the Commission. 
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DJ~cussion 

." " " 

SoCalGas, Touche Ross, and DRA have presented us with an 
uncontested resolution of the issues raised by this investiqation. 
Their MOU and accompanying agreement on 112 audit recommendations 
were presented as joint testimony at the duly noticed evidentiary 
hearing held on October 16, 19S9. NO party present at the hearing 
objected to the joint exhibit. Therefore, Rule 51.10 of our Rules 
of Practice and Procedure applies which states that joint testimony' 
may be sponsored by two or more witnesses without application of 
our settlement rules (with the accompanying comment periods). 

We find that the MOU and agreed-upon audit 
recommendations (Appendices A and B to this decision) are a 
reasonable and thorough resolution of the Phase I SoCalGas 

. management audlt. OUr original intention regarding this audit, as 
set forth in Resolution G-~736, was for SoCalGas to participate in 
this audit in a spirit of cooperation. The joint testimony before 
us shows that SoCalGas and other parties follo~ed that directive • 
We commend the parties for their cooperative effort in resolving 
their areas of dispute in this manner. We will order the continued 
implementation of the audit recowmendations according to the terms 
of the XOU. 

At the October 16, 1989 hearing, the issue of the timing 
of the periodic status reports to CACD was raised. As set forth in 
the MOU, periodic repOrts would be submitted to CACO regarding the 
status of implementation of the agreed-upon 112 recommendations. 
Since some of the recommendations have already been implemented or 
are in the process of being implemented, we agree with the parties 
that quarterly reports for one year, with semiannual reports to 
follow, are appropriate. Parties suggested that supplemental 
reports could be submitted for any recommendation SoCalGas chose 
not to implement. However, this seems unnecessary in light of the 
frequency of the periodic reports. Therefore, we wili order 
quarterlY reports in the form of compliance filings to this 
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decision to be filed Decembor 1, 1990t March 1, 1991, June 1, 1991, 
and September 1, 1991 regarding the status of implemonting the 
audit recomme~dations. Thereafter, seniannual reports shall be 
filed starting February 1, 1992 and continuing every si~ months 
until the date of the Commission decision in SoCalG~s' next GRe. 
Parties may file cOl!lJ'lents on the status reports within 30 days. 
Parties should attenpt to resolve any disputes that arise in the 
reports or comnents. Any unresolved disputes regarding 
implementation of the audit recommendations will bo addressed in 
SoCalGas' next GRe. 

This proceeding dealt exclusively with Phase I of 
SoCalGas' management aUdit. As stated in Resolution G-2736, the 
project coordinator of CACD shall deternine the scope and timing of 
Phase II of the aud"it. SoCalGas fiiedco~ents to the AW's 
proposed decision in which it argues that it is unwise to gO 
forward wIth Phase II of the audit at this· time because of the 
industry resttucturlngthat is proposed, particularly in the areas 
of gas marketing and procurement. We will defer going forward 
with phase·II of the SoCalgas audit.;at this time. However, CACD is 
d.irected to present recommendatIons to the commission within 60 " 
days for proceeding with those aspects of Phase II, if any, which 
it.belleves-can yieidvaluable results even-as the Commission moves 
forward with the gas industry restructuring. When the Phase II 
audIt proceeds, we vill issue a new 011 at the appropriate time to 
address Phase II issues. ThIs docket, being limited to Phase I 
issues, can be closed at this time. 
Findings of Fact 

1. The commission adopted Resolution G-2736 on October 28, 
1987, initiating a comprehensive management audit of SoCalGas in 
two phases. 

2. Phase I of the management audit examined SoCalGas' 
operational and financial processes as well as its management 
performance and is the subject of this investigation, I.89-04-051. 
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l. The consulting fi~~s of Touche Toss & Co. and Dohe~ty & 
CQ. submltt~d a four-volume panagernent audit to tho Commission in 
February 1989. 

4. The Commission issued 1.89-04-051 to provide a procedural 
forum to deal with the Phase I audit report. 

5. After the PHC, workshops were held to allow parties t.o 
work towards agreeoent on the audit recommendations. 

6. The parties reached agreement that eight recommendations 
were being litigated in socaiGas' pending GRe. 

7. Through continued discussion, SoCalGas, ORA, and Touche 
RO~s reached agreement On 112 recommendations and a Memorandum of 
Understanding to control implementation of·· those recommendations .. 

. 8. At hearing,. the parties presented their MOU and 112 
recommendations- as joint testh!1ony and no party cross-examined or 
objected to its receipt into evidence • 

. ,9. The MOO and agr~~d-upon aUdit rE!conunendations -are a 
reasonable and thorough resolution of the phase I SocalGas 
management audit • 

10 •• It is reasonable to require qUarterly compliance filings 
from SoCalGas'on the implementation status of the audit 
recommendations for the first year with semiannual c6mpliance 

-filings ~hereafter until'a decision is -issued. in" its-next GRC. 
11. It is reasonable to allow parties t6 file comments on the 

compliance filings within 30 days and instruct parties to attempt 
to resolve any disputes that arise regarding the compliance 
filhlgs. 

12. SoCalGas' next GRe is the appropriate forum to resolve 
any remaining disputes regarding the audit recommendations. 

13. There are no further issues which need to be addressed in 
this proceeding. 

14. Given the continued restructuring of the gas industry, it 
is reasonable to 90 forward with the Phase II audit at a later 
date. 
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~onoluslons Qf Law 
1. The Commission should adopt the MOU and a9r~ed-upon 112 

recommendations as the final resolution of thIs proceeding as set 
forth in the ordering paragraphs below. 

2. This investigation, 1.09-04-021, should be olosed because 
no issues rena in for resolution regarding the phase 1 management 
audit. 

3. CACO should proceed with the second phase of the audit 
when the coronission has determined that it would provide a useful 
set of infornation given the new operating environment. The 
commission will issue a new 011 to deal with those issues at an 
appropriate tine. 

ORDER 

IT IS ORDERED that: 
1. Southern california Gas company (SoCaIGas) shall 

implement the 112 agreed-upon audit recommendations (as set forth 
in Appendix 8) in accordance with the terms set forth in the 
Memorandum of understanding (Appendix A). 

2. SoCalGas shall file quarterly status reports regarding 
implementation of the audit recommendations on December 1, 199~: 

March 1, 1991; June 1, 1991, and september 1, 1991. Thereafter, 
SoCalGas shall file seniannual status reports beginning February 1, 
1992 and continuing every six months until a commission decision is 
rendered in SoCalGas' next general rate case. These status reports 
shall be in the form of compliance filings, with an original and 12 
copies filed with the Commission's DOcket office and served on all 
parties of record in this proceeding. 

3. Parties may file comments on these status reports within 
30 days of the compliance filings. 

4. Parties shall attempt to resolve any disputes that a~ise 
regarding the implementation of the audit recommendations. Apy 
unresolved disputes shall be addressed in SoCalGas' next general 
rate case proceeding. 
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5. The CQtnn\ission shall issue a new investigation to deal 
with phase II audit issues at an appropriate time. 

6. This proceeding is closed. 
This order is effective today. 
Dated SEP 12 19S0 ,at San Francisco, California. 

- 10 -

G. HITCHELL WILK 
President 

FREDERICK R. DUDA 
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PATRICIA H. ECKERT 

C()!llmissioners 

COmmissioner John B. Ohanian, 
being necessarily absent, did 
not participate • 
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.\PPENDIX A 
Page 1 

BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF CALIfO~~IA 

011 89-04-051 
:-L\."lAGE:-JENT AUDIT OF SOUTHER..."l 

CALIFORNIA GAS CC:-tP.~'fi 

ME~O~~D~ OF UNDERST~~DINGS 
BET~EEN THE PA.~TIES 

In recognition that a corrrr~nly accepted framework for the 
consideration of the recorrrnendations of the auditors will 
substantially expedite this proceeding, the undersigned parties 
hereby agree as follows: 

1) The reccmmendations of the auditors include the 
subject matter of each recomrr.endation, action steps the auditor 

.-.felieves are necessary to imPle.rr.e.nt the reccmmendations, the 
~stimated costs and cenefits of implementation, and a 

recommended ti~etable for implementation. 

2) In its response of June 12, 1989, SoCalGas identifies 
numerous auditor recorrreendations that it agrees with in whole 
or in part, and has either implemented or is in the process of 
implementing. Most of these recOrrrnendations wili not become 
contested issues in this proceeding. 

3) Of those recommendations that SoCalGas disagrees with 
in whole or in part, many of them will beccme contested issues 
in the case, unless they can ce resolv~d through negotiation. 

4) As to the issues that are resolved through 
negotiation, as well as those that become contested in the 
case, and are ultimately resolved by corrmission decision, the 
parties agree that SocalGas will be respOnsible for undertaking 
their implementation between the date of the commission 
deciSion in this case, and the date of the commission decision 
in socalGas' next general rate case following Test Year 1990 • 

• 
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5) In its application in the next general rato case, 
soCalGas will report on its progress in implementinq the audit 
recommendations adopted by the commission decision in this 
case. SoCalGas will have the responsibility of demonstrating 
that it has implemented the adopted recommendations, or that it 
has made prcqress toward implementing them to the s~tlsfactlon 
of the Ccmmission. In its next general rate case, SoCaloas' 
cost structure will reflect the savings it has realized through 
implementing this program, or the projected savings for the 
recommendations which have not been fully implemented it 
expects to realize through the new Test Year. sOCalGas will 
not be expected to reconcile actual or projected costs and 
benefits with the costs and benefits estimated in the 
management audit report. 

6) The action steps, and therefore the related 
timetables, developed by the auditors are proposals for 
implementing the specific recommendations, but are not 
necessarily the only way that the recommendations could be 
achieved. socalGas therefore may, but is not reqUired to, 
implement the action steps as specifically recommended and may 
choose to implement them in an alternate manner in order to 
achieve the same results. 

1) The parties to this proceeding recognize that the 
projected costs and savings associated by the auditors with 
each rec~uendation are good faith estimates. The actual 
savings reaiized by SoCalGas once the adopted recomW.endati6ns 
are implemented may not ce the same as the auditor1s estimates. 
SoCalGas must show that the savings real~zed in implementing 
this program are equal to or in excess of the costs incurred. 
SOCalGas shall demonstrate to the commission that the adopted 
recommendations have ceen carried out, or are being carrled out 
in good faith. 

8) soCalGas will not be required to implement 
reccmmendations for which the costs exceed the benefits. 
Within lO days from its determination that any recomrr~ndation 
is not cost effective, socalGas shall fully explain how it 
quantifies cost and benefits in a report filed with cACDand 
DRA. DRA will notify soCalGas within 30 days of receipt of the 
SoCalGas explanation if it disagrees with the explanation. If 
the parties cannot agree, SocalGas shall be responsible in its 
next general rate case for supporting its basis for not 
implementing thos~ recorrroendations which it determines are not 
cost effective: 
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9) SocalG3s will be allowed to absorb the costs of 
implementing the adopted recommendations throuqh produotivity 
savings and reallocation of its budget. soCalGas will not be -
required to reflect any associated savings in rates until the 
final commission decision in its next general rate case 
followlng Test Year 1990. 

10) socalGas agrees that it will file pericdic reports 
with the ccmmission Advisory and compliance DiVision and the 
olvision of Ratepayer Advocates on the status of implementing 
adopted recommendations between the date of the decision in 
this case and the date of the commission decision in the next 
general rate case~ If during impl~~entation soCaiGas discovers 
that any recommendations approved by the Commission cannot or 
shouid not be implemented, it will state the reasons in its 
periodic repOrt. These repOrts will not be expected to track 
or reflect the costs and/or benefits of implementing the 
auditors· recorrrt,endations. . . 

11) "Acceptance of this agreement by the uhdersigned is 
contingent on acceptance in its entirety by the und~rsigned and 
adoption in its entirety by the c~~ission. 

Accepted and Agreed to: 

,'. ;/' --; ,--
By: -'c~"!..· /~ -- t ! .:.. .... :,. "~"".'" 

Division of 
Ratepayer Advocates 

BYI~~~ /Touche Ross 

.. ----. 
;. ". 

By:r ~ .......... !c. <.1 ~ .. -/ ........ "~,.J'-

southern california 
Gas company 

(END OF ApPENDIX A) 
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III- AUDIT RECOMMENOATIONS 

ADDRESSED IN THE CURRENT 011 HEARINGS 

This se(tion of the testimony presents 1 U audit terommendations developed 
by Touche Ross and ac(epted by SoCalGas (or Implementation it\ the (urr~nt 
OIl. The wotding of SO reCommendations is identical to the original (on-
tained in the Auditofs February 1989 repOrt; 32 re(ommendalions were clari-
fied or revised (ollo\\ing diS(ussioI\S among SoCalGas, Touche Ros.s, and the 
DRA. 

RECOMMfu~DA TION 
~rm.IBER RECOMMENOA nON 

m·} 

m-2 
m-3 

m-4 

m-s 

m-7 

m-8 

Institute a detailed review of the Company's orga-
nizational structure deSigned to result in a better 
functional alignin~nt, a reduction in the number of 
management levels, and increased .spans of control. 
The review should emphasize top management 
(i.e., Vi(e President and -Manager 0(") repOrting 
and functional alignment, and span of control to 
the manager level (or Selected areAS. 

Stabilize the organization. 

Increase the emphasis on planning in lower orga-
nizational levels. 

Clearly define and communiCate the totes of all the 
principal participants in the planning process. 

Set the plaruung calendar to provide SoCalGas line 
and staff departments with suffident time (or their 
portions of the planning ptocess. 

Simplify the correlation of objectives prOCess. 

lmprove the means of COn'linurtic:'ating the plaf'-
rung process to the fieldJ and place greater emphaSIS 
on educating middle management regarding the 
process. 

Keep the planning process simple and 6tr'a.ight-
forward. 
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IV .. 1 

IV-6 

V-I 

V-2 

V-3 

V-5 

V-6 

V-7 

V-8 

t'PPEN£lIX 8.' 
Page 2 

Include Public and Nattonal Publk ..\(("Irs In the 
(omprehensive summary o( the oVN"l1 organIza-
tion. 

Review the current priority tor enh"ncements to 
ac(ounting and financial systems. 

Review the cost of critiCal bank r~t.llionships on a 
regular basis. 

Continue to evaluate alternative ~ .. \sh man3gement 
policies \\;th specific emphasis on ~valuating ways 
to expedite the deposit of funds from payment 
agencies. 

Reevaluate the current methodology fOr detem\in-
ing objective bank balances. 

Curtail all analysis of noncolle(tible work orders 
under $50/000 by Headquarters and Division staff. 

~faintaiI\ or accelerate it possible the implementa-
tkm schedule of the r.ew Accounts Payable System . 

Reorganize the work effort within the Customer 
Services and ConsUn\er Affairs Departments along 
functional lines so that the personnel who will be 
held accountable fot project implementation are 
invoh'ed 11\ project development. 

Develop professional prod~ctivity measures and 
staffing methodology fot staff perSonnel. • 
Designate the senior ConSumer Affairs RepreSenta-
tive as the Consumer Alfairs Deparbnent Head. 

Enhance centralized training to meet supervisors' 
needs. 

Provide functional training to all new supervisors. 

Identify and develop service level objectives lor all 
customer services functions. 

Develop monitoring systems for trunk utilization. 
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V-to 

V-lI 

V .. 15 

V-16 

. 
V-t9 • 
V·20 

Veil 

V-22 

VI-t 

VI-2 

• 

I'PPENOlX B • 
page) 

Develop quality and rroductivity standatds that in· 
corporate oft-board hme, and use this intormation 
tor CSR staffing Pllf}'¢Ses. 

Establish standards tor response to telephone calls 
letters and other types of correspondence. 

Monitor the number and type of customer com-
plaints and inquiries and customer petceptions of 
ho\, .. ' they were addreS-.~. 

Continue to work to\\'ard redudng billing delays to 
core and non-core (ustomers within Special 
Accounts. 

Develop a training program specifically (or SARs 
that includes and is based on a review of customer 
need$. 

Develop productivity and quality standards (or 
SARs . 

Collect customer telephone nUinbets and telephone 
ahead to schedule Quality Assurance checks to 
avoid visits when no one is home. 

Strengthen the Energy Diversion Investigation pto-
gram. 

Accelerate collection action on unpaid dosing bills. 

Modify the current collections reports and prOduce 
new reports to indicate the effectiveness with 
which the Company Collects all accounts. 

Continue to work with the State Government 
Affairs section of Public Affairs to enact stronger 
and more enforceable penaltieS for failure to notify 
USA before an e.xcavation. 

Reduce the number of leak orders in the Northwest 
and \Vestern Divisions . 
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Vl·3 

VI· .. 

VI·5 

VI·6 

VI-,] 

VI-8 

VI-9 

VI-I0 

VI-l1 

\'1-12 

VI-13 

VI-14 

l'PPEND'IX B.' 
Page " 

Red~tce the number of "damages Company awate 
not marked" with particular emphasis on the 
Inland Division. 

Evaluate the current use or the work n'easur~n\ent 
system and educat~ managers on the apptopriate 
uses or the work measurement system. 

Develop and hnplement a1\ integrated work man-
agement and scheduling system for Distributlon 
Operations. 

Lower the level of budgeting and responsibility cen-
ter reporting to the district level in the Distribution 
Divisions. 

Increase the percent of contractor jobs that are bId. 

Consolidate the Meter Shop's management organi-
zational reporting structure. 

Institute manufacturing cost controls in the Meter 
ShOp. 

Implement procedures to minimize meter inven-
tory levels at the Pico RivefJ. Yard and the divi-
sions. 

Consolidate the productivity and payroll data entry 
functions to prevent duplication of effort. 

Enhance the effectiveness of the Measurement 
Department's work measurement programs. 

rna-ease the use of the MARS system by conducting • 
retrospective statistical analyses activities per-
formed by division measurement personnel. 

Institute a pOlicy such that when M&R Technicians 
are rotated to a new work area (that is, (or example, 
steam plants, or a neW Division ot Ois~ct where 
different work is being done) their training back';' 
ground ,viIi be reviewed to ensure the adeqUAcy of 
their skill set and refresher training will be sched-
uled as needed. 
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Identify appr\}prlate reporting relationships for 
measurement fteld personnel in each Distribution 
Division. 

Continue the recent e(forts to improve employee 
productivitYI particularly as measured by overtime 
hours in the operating Divisions. 

Create a project management system for Transmis-
sion and Storage projectsl and. d<xumcnt it In a 
comprehensive set of construction/prolect man· 
agement manuals. (Note: This re(om",cl\dation is 
the same .1$ VIII-7.) 

Formalize the process to $ollcit feedback on Engi-
neering and Reseatch performance through regular 
use of "Quality of Service Surveys". 

Conduct an organizational study aimed at increas ... 
ing the span of control of E&R functional depart-
ment managers with special emphasis on the 
;\{anager '6f Research and the ;\{anager of Engineer-
ing Services positions . 

Expand the scope of the long-range planning pter 
cess to more fully incorporate the potential impacts 
of low-probability events. 

Include in each year's plan a variance analysis of 
the previous year's long-range plan. 

Establish the Environmental Planning function 
within the Environmental Engineering Depart-
ment. 

Establish prioritieS for Environmental Engineering 
tasks on an annual basis. 

Assign to Project Manag~ent the respOnsibility for 
leading a Companywide effort to standardize and·· 
formalize construction and project management 
techniques. (Note:· This recommendation is the 
same as VII-2.) 
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Establish a set of forma} ptO(edutes (Ot sele<:tlng 
and administering Engtru~erh\g D~slgl\ contracts . 
At a minimum.. the procedures should Include 
establishing contractor eligibility <riteria, establish· 

. ing criteria (or using bid versus time and materials, 
establishing (Ontractor selection criteria and pro-
cess, determintng the form and frequency of 
contract/dient communications, and maintairung a 
vendor evaluation file. 

Strengthen the monitoring and cost (ontrol over 
services provided by Padfic Enterptises. (Note: 
This recommendation is the same as XIV·I.) 

Install an additional microcomputer in the Cus-
tomer Complaints section and implement an 
automated tracking system fot informal CPUC 
complaints. 

Implement formal variance analy-sis activities in 
the Demand Forecasting Group. 

Take Steps to reduce grievances, disciplinary 
actions, and arbitrations through a combination of 
improved telat:.ons with the Company's bargaining 
unit and an enhanced information system (subject 
to the Project Call reviev,,' process). 

Evaluate the usefulness of the Shop Committee 
Program, and make certain Labor Relations training 
(ourses mandatory. 

• Conduct a detailed review of the management in-
centive program and management overtime. The 
review should be'designed to result in reduced 
management overtime and increased incentive 
compensation. 

-Strengthen the Company's bargaining position by 
implementing the non-management job evalua-
tion system, and continuing the clerical salary 
survey. 

Conduct a comprehensive comparative cost study 
of the Company's health care benefits . 
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Implement the new Employee InfornlMton S)'st~m 
(EIS) . 

Closely monitor the ~ompetitivenes$ of n'lMiage-
ment (ompensation and (Onlinue to take the steps 
ne<essary to bring management compensation into 
line with the market. 

Restructure the long-term portion of the EXe(utive 
Incentive Plan (EIP) to elimin.1te an inapptopri.1te 
goal (or senior SoCalGas executives. 

Reduce the number of salary surveys in which the 
Company participates annually. 

Develop .1 management appraisal system that (orces 
greater discrimination in performance leve)s. 

Set as a goal to bring the rate of management 
movement within the Company to or below the 
average level experienced during the period from 
1985-1987. Movement is defined as including new 
hires, promotions, parallel moves and returns from 
temporary pOsitions but excluding upgrades. and 
changes in status (rom tempOrary to regular (bOth 
parallel and promotions) and excluding reorganiza-
tions necessary t6 implement Auditor or consultant 
recommendations (such as those recommendations 
made by the Touche Ross management auditors 
and those made by the consultants currently analyz-
ing the Marketing and Gas. Supply Departments). 

Res tructure the Readiness For ~fanagement Pro-
gram. 

Further upgrade the accident investigation proce-
dure. 

Implement other new safety programs. 

Conduct a review of the Human Resources organi-
. zational structure to ensure proper . functional 
alignment, determine appropriate levels of services 
and staffin~ and identify pOtential stalf reductions, 
where pJSSible. 
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Undertake a f~asibillty study to ~xa",lne the ere· 
ation of a Medical Directot position; then, 1£ study 
results indicate appropriate need# establish the posi. 
tion. 

Investigate the (easibility of charging user depart-
ments for the (ost of management training and in-
dustrial engineering servkes provided by Human 
Resources. 

Institute a policy that requires man~gers to notify 
Industrial Engineering before hiring an outside 
consultant for the types of services IE Is capable of 
providing. 

Conduct a productivity study to develop new work 
standards (or mail payment processing at Monterey 
Park and Cone;o Valley. 

Implement an incentive program (or mail payment 
processing personnel that ties compensation ot 
non-monetary benefits to an individual's perfor-
mance againSt productivity work standards# subject 
to union approval . 

Develop service Level Agreements between Wor-
mat~on Systems and the userS for all major new 
and critical existing applications (defmed as applica-
tions requiring at least six months of e(fort). 

Expand performance managemen t reports and 
develop guidelines and standards for capacity plan-
ning and system perlonnance tuning . 

Develop end-user 'computing policies and stand-
ards l including a definition of the appropriate 
boundaries between In/ormation Systems and end-
user applications development. The standards 
should cover how users develop systems and the 
controls to be incorpOrated into the system. Infor-
mation Systems should coordinate trairun~ and 
supervisors should ensure that training is job-
related and that prerequisites have been satisfied. 



-. 
1.89-04-0$1 

XII-6 • 
XII-9 

• XII-It 

XII-Ii 

XIII-I 

XIU-2 

• 

/AW/K.ll/vdl A PPEN()'I X B. 
Pa9C 9 • 

Expedite the implementation of the Blueprint plan 
and ensure that it is actively supported and pro-
moted by eXe(utive management. 

Develop a methodology for (Onlrolllng mainte-
nance projects either by modifying PDP prcXedures 
ot developing separate procedures. Th~ methodol· 
ogy should include at least a checklist of major steps 
to be a(complished (e.g., fill out paperwork, update 
documentation, convert/change date (lies, notify 
usersl test changes). 

Ensure that the Company has detailed knowlt:>dge 
of its switch inventory by site and that the C6m" 
pany has a methodology to ensure that thts inven-
tory is allocated elfioently throughout the system. 
The methodolOgy should be based on a set of guide-
lines (or cost-effective neh· ... ork and system design 
and should include periodic reviews to ensure 
compliance. 

Apply additional resources to the implementation 
of the Network Management and Control Center as 
rapidly as pos$ible . 

Engage an outside inventory management firm t? 
assist in capturing data on existing telephon'J 
equipment in,,'entory and establishing adequate 
inventory control systems. 

Establish standards for telephone and Automatic 
Call Distribution (ACD) service levels, and link 
them to standards for PBX~ ACD, and trunk config-
uration. 

Continue to identify ways to reduce the vehicle 
fleet. 

Analyze and update general automotiv.e policies 
and procedures and develop mote definitive 
vehicle maintenance standards. In addition, peri- _ 
odically compare internal vehicle repair costs to 
industry costS to enswe that internal repairs are 
performed cost-effectively . 


