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

Southern California Gas Company's (SoCalGas) Phase I management
audit. This phase examined SoCalGas' operational and financial
processes as well as its management performance. The parties,
through a series of workshops, reached agreement on 112 audit
recommendations. 1In 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 6f the recommendations
according to theée conditions laid out in thé parties*' Memorandum of
Understanding (MOU). For the first year, quarterly reports shall
be filed on the status of implementation. Théreafter, 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 procéed under the auspices of the Commission Advisory
and Compliance Division (CACD), and will issue a new Oxder
Instituting Investigation (OII or I.) to deal with those issueés at
an appropriate time.

Background

On October 28, 1987, thé Commission adopted Resolution
G-2736, initiating a comprehensive management audit of SoCalGas.
The résolution divided the audit into two phases. The first phase
was to examine SoCalGas’ operational and fimancial processes as

well as its management performance. This Phase I audit was to be

conducted by a managément consulting firm resulting in specific
recommendations for improvemént. 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 project coordinator, appointed from the
Evaluation and compliance Division (now called Commission Advisory
and Compliance bivision or CACD) to detérmine the final scope and
tining of the audit’s second phase. With respect to when Phase II
of the audit should begin, the Commission will make that
determination at a later date.

The Phase I audit report was prepared by the joint
venture consulting firms of Touche Ross & Co. and Doherty & Co.
Inc. (Touche Ross) and submitted to the Comnmission 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 forun to review the findings,
recommendations, and implementation action plans of the Phase I
report. Pursuant to the schedule séet forth in the OII, a
prehearing conference (PHC) was held on May 8, 1989, for the
purpose of detérnining thée 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
recomnendations it had already implenmented; recomméndations in the
process of being impleéemented; récommendations which had not yet
been implementéd but it concurred with}{ recomméndations it
disagreed with: and finally recommendations that were the sameé as
issues in its GRC application (A.88-12-047). SoCalGas’ response
was served on June 12, 1989. As ordered by thé ALJ, thé projeéct
coordinator of CACD organized workshops which wéreé held Juné 26
through Junée 29, 1989, to allow discussion among the interested
parties of thée audit recommendations and SoCalGas’ response. CACD
prepared a workshop report which was filéd on July 13, 1989.

Workshop participants agreed that eight récommendations
were covered in SoCalGas’ GRC application. Thé CACD report
identified five audit recommendations likely to be litigated, five
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and oight recommendations agreed to in principal which required
additional information from SoCalGas for review by Touche Ross.
The parties were in agreement on the remaining 74 reécommendations
out of the original 120 in the audit.

As a result of the workshops, a MOU was propared and
signed by representatives of SoCalGas, Touche Ross, and the
pivision of Ratepayer Advocates (DRA). Under the MOU, certain
conditions regarding the timing, action steps, and costs and
benefits contained in the recommendations were agreed to by the
signing parties. (See Appendix A for the full text of the MOU.) A
key clause of the ¥0U is that acceptance by the parties is
contingent upon thé MOU's 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
Touche Ross. SoCalGas will report its progress towards
implementing the audit recommendations to the satisfaction of the
Comnission 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 bé expected to reconcile
actual or projeécted costs and benefits with the costs and benefits
estimated in thé Phase I audit report. In addition, the MOU states
that SoCalGas will not be required to implement récommendations for
which costs exceed savings, but will have to juStify 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 21, 1989, a second workshop was
noticed to be held on August 28, 1989. At the end of this second
workshop only four recommendations réquired further discussion.
Following further telephone conversations and exchange of data, the




parties reached agreemént on all 112 recommendations that were not
being addressed in thé GRC.

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

On October 16, 1989, two exhibits were received in
evidence. The first exhibit is the February 1989 Touche Ross four-
volume report on thé management audit. The second exhibit received
is the Final Report of Touche Ross dated October 16, 1989, which
includes joint testimony of Touche Ross, ScCalGas, and DRA, the
¥OU, a listing of the 112 audit recommendations agreed upon
(attached as Appendikx B), a listing of the eight audit
recommeéndations 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
réesolution of this proceeding. '

At the hearing, there was discussion regarding timing of
the periodic reports dué to CACD and DRA as. agreed upon in the MOU.
For the first year after issuance 6f this decision, theé parties
agreed\to‘quarterly reports. Then the reports would beconre
semiannual with thé exception that as to any recommendations
ScCalGas could not implément due to cost or other factors, SoCalGas
could then submit a report in a timely fashion as a supplemental
report. Parties also discussed the appropriate mechanism for
commenting on the periocdic reports, agreeing that both CACD_ and DRA
should have the fight to comment on the reports hopefully
coordinating their comments to the extent possible. (RT 15.) No
objeéctions were made to the receipt of both exhibits into evidence.

Only SoCalGas filed comments on the ALJ'sS proposed
decision. These comments have beéen reviewed and carefully
considered by thé Commission.
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Discussion

SoCalGas, Touche Ross, and DRA have presented us with an
uncontested resolution of the fissues raised by this investigation.
Their MOU and accompanying agreement oa 112 audit recommendations
were presénted as joint testimony at the duly noticed evidentiary
hearing held on October 16, 1989. 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}.

Wwe find that the MOU and agreed-upon audit
recommendations (Appendices A and B to this decision) are a
reasonable and thorough résolution of the Phase I SoCalGas
" management audit. Our original intention regarding this audit, as
set forth in Resolution G-2736, was for SoCalGas to participate in
this audit in a spirit of coopeération. Thé joint testimony before
us shows that SoCalGas and other parties followed 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 recommendations according to the terms
of the MOU.

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 CACD 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 réports to
follow, are appropriaté. Parties suggested that supplemental
reports could be submitted for any recommendation SoCalGas chose
not to implement. However, this seéms unnecéssary in light of the
frequency of the periodic reports. Therefore, we will order
quarterly reports in the form of compliance filings to this
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decision to be filed Decembor 1}, 1990¢ Mavch 1, 1991} Juné 1, 1991,
and Septenber 1, 1991 regarding the status of implémenting the
audit recommendations. Thereafter, seniannual reports shall be
filed starting February 1, 1992 and continuing every six months
until the date of the Conmission decision in SoCalGas’ next GRC.
Parties rmay file cormments 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
implenentation of the audit recommendations will beo addressed in
SocCalGas’ next GRC.

. This proceeding dealt exclusively with Phase I of
SoCalGas’ management audit. As stated in Résolution G-2736, the
project coordinator of CACD shall deternlne the scope and timing of
Phase II of the audit. SoCalGas filed comménts to the ALJ’s
proposed décision in which it argues that 1t»is unwise to go
forward with Phase IT of the audit ‘at this time because of the
-industry restructuring that is proposed, particularly in the areas
of gas markéting and procurement. We will defer going forward
with Phase-II of theé SoCalgas audit-at this time. However, CACD is
directed to present récomnendations to the Commission within 60
days for procéeding with thosé aspects of Phase II, if any, which
it.believes-can yield valuable résults évén-as the Commission moves
forward with the gas industry restructuring. When the Phase II
audit proceéds, we will issué a new OII at the appropriate time to
address Phase II issués. This docket, being limited to Phaseé I
issues, can bé closed at this time.

Findings of Fact

1. Thé Commission adopted Résolution G-2736 on October 28,
1987, initiating a comprehensive managément audit of SocCalGas in
two phases. )

2. Phasé I of the managemént audit examined SocalGas’
operational and financial processes as well as its manageément
performance and is the subject of this investigation, I.89-04-051.
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3. The consulting firms of Touche Toss & Co. and Doherty &
Co. subnitted a four-volure panagenént audit to the Commission in
February 1989.

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

5. After the PHC, workshops were held to allow parties to
work towards agreement on the audit recormrendations,

6. The parties reached agreement that elight recommendations
were being litigated in SoCalGas’ pending GRC.

7. Through continued discussion, SoCalGas, DRA, and Touche
Ross reacheéd 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
recomméndations as joint testimony and no party cross-examined or
objected to its receipt into evidence.

- 9. The MOU and agreééd-upon audit récommendations are a
reasonablé and thorough resolution of the Phase I SoCalGas -
ranageément audit. '

10. ,It is reasonable to requiré quarterly compliance filings
fronm SoCalGas-on thé implementation status of the audit
recommendations for the first year with semiannual compliance
-filings thereaftér until-a decision is -issuéd.in- its next GRreC.

11. It is reasonable to allow parties to file comments on the
compliance filings within 30 days and instruct partiés to attempt
to resolve any disputes that arise régarding the compliance
filings.

12. SoCalGas’ néxt GRC is the appropriate forum to résolve
any remaining disputes régarding the audit recommendations.

- 13. Theré are no further issues which neéd to be addressed i
this proceeding. ’ .

14. Given the continued restructuring of the gas industry,
is reasonable to go forward with the Phase II audit at a later
date.
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Conoclusions ¢f Law
1. The Commission should adopt the MOU and agreed-upon 112

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

2. This investigation, 1.89-04-021, should be closed bécause
no issues remain for reésolution regarding the Phase I management
audit.

3. CACD should proceed with the second phase of the audit
when the comnission has determined that it would provide a useful
set of information given the new operating environment. The
Comnission will issue a new OII to deal with those issues at an
appropriate tice.

IT IS ORDERED that:!

1. Southern California Gas Company (SoCalGas) shall
implénent the 112 agréeéd-upon audit reécomméndations (as seét forth
in Appendix B) in accordance with the teérns set forth in the
Memorandum of Understanding (Appendix A).

2. SoCalGas shall filé quarterly status reports régarding
implenentation of thé audit récommendations on December 1, 1890}
March 1, 1991; Juneé 1, 1991 and Septembér 1, 1991. Thereéafter,
SoCalGas shall file semiannual status réports beginning February 1,
1992 and continuing every six months until a Commission décision is
rendered in SoCalGas’ néxt genéeral rate case. These status reports
shall be in the form of complianceé filings, with an original and 12
copies filed with thé Commission’s Docket office and served on all
parties of record in this procéeding.

3. Parties may filé comments on these status réports within
30 days of thé compliance filings.

4. Parties shall attempt to résolve any disputés that arise
regarding thé implémentation of the audit recomméndations. Any
unresolved disputes shall be addressed in SoCalGas’ néxt general
rate case proceeding.
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5. The Commission shall issué 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 1940 . at San Francisco, California.

G. NITCGHELL WILK
President
FREDERICK R. DUDA
STANLEY W. HULETT
PATRICIA M. ECKERT

Comnissioners

Commissioner John B. Ohanian,
being necessarily absent, did
not participate.

' CERT”Y IHAf YHs ('{"1‘ 'y
WAS Arerovep, ;=‘J

DI Y
* . .; {,',v-;"-

4 Ig

COI(]A‘!E: n

lvl \.' ‘Vi_)"{

,/

!’!. J

? ;




1.89-04-051 /ALJ/K.H/vdl

APPENDIX A
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

OIl 89-04-051
MANAGEMENT AUDIT OF SOUTHERN
CALIFORNIA GAS CCMPANY

MEMORANDUY OF UNDERSTANDINGS
BETWEEN THE PARTIES

In recognition that a commonly accepted framework for the
consideration of theé récommendations of the auditors will
substantially expedite this prcceeding, the undersigned partleés
hereby agree as follows:

1) The reccmmendations of thé auditors include the
subject matter of each recomrendation, action stéps the auditor
delieves are nécessary to implemént thé reccmmendations, the

stimated costs and tenefits of implementation, and a
recommnended timetable for implementation.

2) In its résponse of June 12, 1989, SoCalGas identifies
numerous auditor reccmmendations that it agréés with in wholé
or in part, and has éithér impleménted or is in the process of
implementing. Most of thesé recomméndations will not béccme
contested issues in this proceeding.

3) Of those reccmmendations that SoCalGas disagréés with
in whole or in part, many of thém will téccme contésted issues
in the case, unless they can ke resolved through negotiation.

4) As to the issues that are résolvéd through
negotiation, as well as thosé that teécome contestéd in the
case, and areé ultimately resolved by Commission décision, the
parties agrée that ScCalGas will ké résponsiblé for undertaking
their implémentation tetwéén thé daté of thé Ccmmission

decision in this casé, and the date of thé Ccmmission decision

in SoCalGas' next general rate case following Teéest Year 1990.
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APPENDIX A
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5) In its application in the next genéral rate case,
soCcalGas will report on its progress in implementing 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 madé progress toward implementing them to the satisfaction
of the Commission. 1In its next genéral rate case, SoCalGas'
cost structure will reflect the savings it has realized through
implementing this program, or the projected savings for the
recommendations which have not teen fully implemented it
expects to realize through the new Test Year. soCalGas will
not Le expected to reconcile actual or projected costs and
renefits with the costs and ténefits estimated in the
management audit report.

6) The actlion steps, and therefore the rélated
timetables, develoréd by theé auditors are proposals for
implementing the spécific réccmméndations, but are not
necessarily the only way that the récommendations could ke
achieved. SoCalGas theréfore may, but is not réquired to,
implement the action steps as spécifically reccmmendéd and may

chcosé to implement them in an alternate manner in order to
achieve the same results.

7) The parties to this proceeding reccgnizeée that the
projected costs and savings asscciated by the auditors with
each recommendation aré gocd faith estimatés. The actual
savings realized by SoCalGas once the adopted récommendations
are implémentéd may not ke the same as the auditor's estimatés.
SoCalGas must show that the savings realized in impleménting
this orogram aré equal to or in excess of the costs lncurred.
SoCalGas shall demonstraté to the Commission that the adopted
recomméndations havé téen carried out, or are teing carried out

in goocd faith.

8) SoCalGas will not ké réquired to implemeént
réccmmendations for which thé costs éxceééd thé beénefits.
Wwithin 30 days from its détermination that any recomméndation
is not cost effective, SoCalGas shall fully explain how it
quantifies cost and kenéefits in a report filed with CACD and
DRA. DRA will notify SoCalGas within 30 days of reéceipt of theé
SoCalGas explanation if it disagrées with the éxplanation. 1If
the parties cannot agréé, SoCalGas shall ké responsible in its
next genéral rate case for supporting its basis for not
impleménting those recommendations which it determines aré not
cost effective.
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9) SoCalGas will be allowed to absorb the costs of
implementing the adopted réccemméndations through productivity
savings and reallocation of its budget. SoCal@as will not ke -
required to réflect any assocliated savings in rates until the
tinal Commission decislion in its next general rate case
following Test Year 13830,

10) SoCalGas agre¢es that it will file peric¢dic reports
with the Commission Advisory and Compliance pivision and the
Division of Ratepayér Advocates on the status of implementing
adopted recommendations betweeén the date of the decislion in
this case and the daté of the Comnission decision in thé next
genéral rate casé, If during impleméntation SoCalGas discovers
that any récommendations approved by thé Ccmmission cannot or
should not ke implémented, it will stateé the reasons in its
rericdic report. These réeports will not te expected to track -
or reflect theé costs and/or tenefits of implementing the
auditors' recommendations. -

11) -Acceptanceé of this agréément by the undersigned is
contingent on accéptance in its entiréty by the undersigned and
adoption in its éntirety by the Ccmmission.

Accépted and Agreééd to:

- -

BY . ../’ s {{ . t._;ﬁ Rt ) BY " . — L‘,i_:l ._c' 7 :.-\ - _;/ :4
Division of Southern California
Ratepayér Advccates Gas Company

BY: J - y —e
“Touche Ros;; ;

(END OF APPENDIX A)
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11+ AUDIT RECOMMENDATIONS
ADDRESSED IN THE CURRENT Ol HEARINGS

This section of the testimony presents 112 audit recommendations developed
by Touche Ross and accepted by SoCalGas for implementation in the current
OIl. The wording of 80 recommendations is identical to the original c¢on-
tained in the Auditor's February 1989 report; 32 recommendations were clari-
fied or revised following discussions among SoCalGas, Touche Ross, and the

DRA.

RECOMMENDATION
NUMBER

RECOMMENDATION

Institute a detailed review of the Company's orga-
nizational structure designed to result in a better
functional alignment, a reduction in the rnumber of
management levels, and increased spans of control.
The review should emphasize top marnagement
(i.e., Vice Président and “Manager Of") reporting
and functional alignment, and span of ¢ontrol to
the manager level for selected areas.

Stabilize the organization.

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

Clearly define and communicate the roles of all the
principal participants in the planning process.

Set the planning calendar to provide SoCalGas line
and staff déepartments with sufficdent time for their
portions of thé planning process.

Simplify the corrélation of objectives process.

[mprove the means of communicating the plaQQ'

ning process to the field, and place greater emphasis
on educating middle management regarding the
process.

Keep thé planning process simple and straight-
forward.
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Include Public and Natlonal Public Affairs in the
comprehensive summary of the overall organiza-
tion.

Review the current priority for enhancements to
accounting and firancial systems.

Review the cost of critical bank relationships on a

regular basis.

Continue to evaluate alternative ¢ash ntanagement
policies with specific emphasis on evaluating ways
to expedite the deposit of funds from payment
agencies.

Reevaluate the current methodology for determin-
ing objective bank balances.

Curtail all analysis of noncollectible work orders
under $50,000 by Headquarters and Division staff.

Maintain or accelerate if possible the implementa-
tion schedule of the rew Accounts Payable System.

Reorganize the work effort within the Customer
Services and Consumer Affairs Departments along
functional linés so that the personnel who will be
held accountable for project implementation are
involved in project dévelopment.

Develop professional productivity measures and
staffing methodology for staff personnel.

Designate the Sénior Consumer Affairs Representa-
tive as the Consumer Affairs Department Head.

Enhance centralized training to méet supérvisors'
neéds.

Provide functional training to all new supervisors.

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

Develop monitoring systems for trunk utilization.
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V-9 Develop quality and productivity standards that in.
. corporate off-board time, and use this information
for CSR staffing purposes.

Establish standards for response to telephone calls
leiters and other types of correspondence.

Monitor the number and type of customer ¢om-
plaints and inquiries and customer perceptions of
how they were addressed.

Continue to work toward reducing billing delays to
core and non-core customers within Special
Accounts.

Develop a training program specifically for SARs
that includes and is based on a review of customer
needs.

Dévelop productivity and quality standards for
SARs.

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

Strengthen thé Energy Diversion Investigation pro-
gram.

Accelerate collection action on unpaid closing bills.

Modify the current colléctions reports and produce
new reports to indicate the effectiveness with
which the Company ¢ollects all accounts.

Continue to work with thé State Goveérnment
Affairs section of Publi¢ Affairs to énact stronger
and more enforceable penalties for failure té notify
USA before an excavation.

Reduce the number of leak orders in the Northwest
and Western Divisions. :
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APPENDIX B.*

Page 4
Red'ice the number of "damages Company aware
not marked* with particular emphasis on the
Inland Division.

Evaluate the current use of the work measurement
system and educate managers on the appropriate
uses of the work measurement system.

Develop and implement an integrated work man-
agement and scheduling system for Distribution
Operations.

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

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 Rivera Yard and the divi-
sions.

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

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

Increase the use of the MARS system by conducting
retrospéctive statistical analyses activities per-
formed by division measurement péersonnel.

Institute a policy such that when M&R Technicians
are rotated to a new work area (that is, for examiple,
steam plants, or 2 new Division or District wheré
different work is being done) their training back-
ground will be reviewed to ensure the adéquacy of
their skill set and refresher training will be sched-
uled as needed.
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Identify appropriate reporting relatlonships for
measurement field personnel in each Distribution
Division.

Continue the recent efforts to improve employee
productivity, particularly as measured by overtime
hours in the operating Divisions.

Create a project management system for Transmis-
sion and Storage projects, and document it in a
comprehensive set of construction/project man-
agement manuals. (Note: This recommendation is
the same as VIII-7.)

Formalize the process to solicit 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
Manager of Research and the Manager of Engineet-
ing Services positions.

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

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

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

Establish priorities for Environmental Engineering
tasks on an annual basis.

Assign to Project Management the responsibility for
leading a Companywide effort to standardize and-
formalize construction and projéct management
techniques. (Note: - This$ recommendation is the
same as VII-2)




1.89-04-051 /ALI/K.H/vdl

ViI-8

APPENQIX B

Page 6
Establish a set of forma} procedures for selecting
and administering Engincering Design contracts.
At a minimum, the procedures should Include
establishing contractor eligibility criterta, establish.

-ing criteria for using bid versus time and materials,

establishing contractor selection criteria and pro-
cess, determining the form and frequency of
¢ontract/client ¢communications, and maintaining a
vendor evaluation file.

Strengthen the monitoring and cost control over
services provided by Pacific Enterprises. (Note:
This recommendation is the same as XIV-1.)

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

Implement formal variance analysis activities in
the Demand Forecasting Group.

Take steps to reduceé grievances, disciplinary
actions, and arbitrations through a ¢ombination of
improved relations with the Company's bargaining
unit and an énhanced information system {subject
to the Project Call review process).

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

Conduct a detailed feview of the management in-
centive program and manageément overtime. The
review should be designed to result in reduced
management oveértimé 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 Information System
(E1S).

Closely monitor the ¢ompelitiveness of manage-
ment ¢compensation and c¢ontinue to take the steps
necessary to bring management compensation into
line with the market.

Restructure the long-term portton of the Executive
Incentive Plan (EIP) to eliminate an inappropriate
goal for senior SoCalGas executives.

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

Develop a management appraisal system that forces
greater discrimination in performance levels.

Set as a goal to bring the rate of management
movement within the Company to or below the
average level expenented during the period from
1985-1987. Movement i$ defined as including new
hires, promotions, parallel moves and returmns from
temporary positions but excluding upgrades and
changes in status from temporary to regular (both
parallel and promotions) and excluding reorganiza-
tions necessary to implement Auditor or cénsultant
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).

Restructure the Readiness For Management Pro-
gram.

Further upgrade the accident investigation proce-
dure.

Implement other new safety prograxhs.

Conduct a reviéw of the Human Resources organi-
-zational structure to ensuré proper functional
alignment, determine appropriate levels of servicés
and staffing, and identify potential staff reductions,
where gossible.
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Undertake a feasibility study to examine the cre-
ation of a Medical Director position; then, if siudy
tesults indicate appropriate need, establish the posi-
tion.

Investigate the feasibility of charging user depart-
ments for the cost of management lraining and in-
dustrial engineering services provided by Human
Resources.

Institute a policy that requires managers 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 for mail payment processing at Monterey
Park and Conejo Valley.

Implement an incentive program for mail payment
processing personnel that ties ¢ompensation of
non-monetary benéfits to an individual's perfor-
mance against productivity work standards, subject
to union approval.

Develop Service Level Agreements between Infor-
mation Systems$ and the users for all major new
and critical existing applications (defined as applica-
tions requiring at least six months of effort).

Expand performance management reports and
develop guidelines and standards for capacity plan-
ning and $ystem performance tuning.

Develop end-usér computing policies and stand-
ards, including a definition of the appropriate
boundaries between Information Systems and end-
user applications development. The standards
should cover how users develop systems and the
controls to be incorporated into the systém. Infor-
mation Systems should cootdinate training, and
supervisors should ensure that training is job-
related and that prerequisites have been satisfied.
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Expedite the implementation of the Blueprint plan
and ensure that it is actively supported and pro-
moted by execulive management.

Develop a methodology for controlling mainte-
nance projects either by modifying PDP procédures
or developing separate piocedures. The methodol-

 should include at least a checklist of major steps
to be accomplished (e.g., fill out paperwork, update
documentation, convert/change date files, notify
users, test changes).

Ensure that the Company has detailed knowledge
of its switch inventory by site and that the Comi
pany has a methedology to ensure that this inven-
tory is allocated efficiently throughout the system.
The methodology should be based on a set of guide-
lines for cost-effective network and system design
and should include periodic reviews to ensure
compliance.

Apply additional resources to the implementation
of the Nétwork Management and Control Center as
rapidly as possible.

Engage an outside invéntory management firm to
assist in capturing data on existing telephons
equipment inventory and establishing adequate
inventory control systems.

Establish standards for teléephone and Automati¢
Call Distribution (ACD) service levels, and link
them to standards for PBX, ACD, and trunk config-
uration.

Continué to identify ways to reduce the vehicle
fleet.

Analyze and update general automotive policies
and procedures and develop more definitive
vehicle maintenance standards. In addition, peri- .
odically compareé internal vehicle repair costs to
industry costs to ensure that internal repairs are
performed cost-effectivély.




