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Introduction

Philadelphia Gas Works (PGW) is pleased to submit this Implementation Plan for review by the Pennsylvania Public Utility Commission (PAPUC). The Implementation Plan is in response to the recommendations contained in the Management Efficiency Investigation issued July 2012, Docket No. D-2011-2265174.  The Implementation Plan provides PGW’s commitment to act on the recommendations by addressing opportunities for improvement in operational effectiveness while improving service to our customers.


Of the twenty-five (25) recommendations contained in the Audit Report, PGW has accepted twenty three (23) of them completely, accepted in-part one (1), and rejected one (1).

         As requested, this Implementation Plan details the actions to be taken, the expected completion dates and the individuals responsible for implementing each recommendation. 

      PGW management wishes to express its appreciation to the PaPUC Audit staff for their sustained support in assisting PGW in furthering the company’s program opportunity for continuous improvement. 
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MEI Recommendation # III-1

Continue efforts to encourage the PFMC to approve and fund the ICP Plan.

PGW Response

PGW accepts the recommendation.

Action

PGW is a collection of assets that is owned by the City of Philadelphia and operated by the Philadelphia Facilities Management Corporation (PFMC).  The PFMC serves as PGW’s Board of Directors.  The Board answers to both the Mayor and City Council.  Without approval by these entities, the Company lacks the authority to provide either base or incentive compensation at this time.  The Company will continue to advocate for an Incentive Based Compensation plan.  

Individual(s) Responsible

Name and title:  
Craig White (President  & CEO)




Abby Pozefsky (CAO)




Douglas Moser (COO)




Joseph Golden (CFO)

Expected Completion Date

This initiative will be ongoing.  The company has, and will continue to vigorously advocate for both base and incentive based compensation for its non-union employees to ensure safe and reliable operations.  It is unclear when PGW will be permitted to provide base salary adjustments or to implement incentive compensation to its non-union personnel.  

MEI Recommendation # III-2

Monitor and assess absenteeism root causes and take corrective action to reduce absenteeism to at least 2006 levels.
PGW Response

PGW accepts the proposed recommendation.

There are a variety of factors that PGW believes are driving attendance rates.  

· The implementation of the Time and Labor Management (TLM) system in 2009 provides more accurate data and is a more comprehensive collection mechanism than PGW used in the past.  More absences are being recorded properly.  The company believes that the 2006 data is deficient since not all absences were accurately recorded.

· On duty Injuries have risen significantly, resulting in higher absenteeism.

· While the company has an excellent program for bringing employees back to work, there is not enough light duty work available for employees to perform based upon their specific restrictions.  

· Employee purchased Short and Long Term Disability Plans which entice employees to stay out longer since there is no impact to the employee’s sick bank.

· The Family Medical Leave Act (FMLA) guarantees employee’s job for up to 12 weeks.

· PGW’s aging workforce coupled with the strenuous nature of the job leads to aches and pains.  

· Employee morale has been low due to the fact that there have been no salary increases for non-union personnel in 5 years.

Action

The Company has taken a variety of remediation steps to help resolve the attendance issues.  

· When an employee returns to work from a sick or FMLA absence, he/she must return with a note from their physician with the dates, prognosis and diagnosis of the absence reported to the Absence Control group.  If an appropriate note is provided then the absence is marked as certified by the Absence Control group and the employee is paid for the absence if they have the appropriate paid leave time available.  If the employee does not have the leave time available, the absence is certified without pay.  

· When an employee does not provide an appropriate note, or any note at all, the absence will be marked as uncertified by the Absence Control group and the employee is docked pay for that day and is placed on the correct discipline path.  When an employee is on FMLA and does not provide the appropriate note then the employee marked as FMLA uncertified and docked pay for the day, but does not get discipline because of the protection of the absence under the FMLA coverage.

· PGW is committed to returning employees to some form of value added work while they are recovering from illness or injury.  The company endeavors, through its Employee Utilization Committee (EUC) to evaluate if an employee is capable of performing their own job with restrictions, light duty tasks in other departments, job reassignment or medical separation.  The Committee meets on a monthly basis to evaluate the status of every employee that has been absent or on restricted duty for 30 or more days.   

· The company has strengthened the following policies which were previously provided:

1.
000-1 – Pay Reimbursement to PGW for Union Business Absences

2,
000-2 – FMLA Policy

3.
000-7 – Absence Pay Allowance for Union Employees

4.
000-8 – Benefits and Reinstatement Guidelines For Employees On Leave Of Absence


5.
000-10 - Absence Pay Allowance for Non - Union Employees

6.
000-12 – Catastrophic Leave Policy – Non-Union

7.
000-15 – Electronic Time Recording – Non-Union Employees

8.
000-16 – Electronic Time Recording Union Employees

9.
013-3 Vacation

· The Company performs investigations for absences, sick fraud and Workers Compensation.
· Employees are required to provide FMLA Certifications and to recertify as necessary.
· The company maintains a sick bank for its employees.  Employees are provided 10 additional days each year and may accumulate up to 200 days in their respective banks.  As an incentive, employees are provided 40% of the value of their sick bank upon retirement from active service.
· The company facilitates the employees’ Short Term/Long Term Disability.  The company does not contribute to the cost of this program other than to afford payroll deductions for premium payments.
· The company continues to provide safety training to ensure that employees work in a manner that reduces injuries.
· The Company administers a Time and Labor Management (TLM) System to track and manage all absences.
· The Company has provided compressed/flexible work schedules for non-union employees.  This affords the employees an opportunity to schedule doctor’s appointments on their day off.
· The Company provides Flu shots to its employees to proactively manage influenza in the workplace.
· The company has implemented a comprehensive Wellness Program which promote well-being and healthy choices which will ultimately result in lower absenteeism.
· In 2001 the Company negotiated a new Collective Bargaining Agreement with its Union employees.  The following issues were negotiated:  
1. FLSA Pay – Upon the third occurrence of absence an employee’s overtime compensation may be calculated in accordance with the Fair Labor Standards Act (FLSA) as opposed to the Collective Bargaining Agreement, which is more generous. 
2. Sick Bank Penalty – Employees that call out sick will receive fewer days in their sick bank in the succeeding year.  Normally, an employee can expect to receive 10 sick days in their bank at the beginning of the calendar year.  Now, if an employee calls out sick 10 or more days, they will only receive 7 days in their bank next year.  An employee with 9 days of absence will receive 8 days.  An employee with 8 days of absence will receive 9 days.  
3. Sick Bank Buyout – To encourage employees to not use sick time, the company increased the retirement buyout for sick time from 39% to 40%.
· The Company performs an absence review during the first 12 months of employment for non-union employees to determine if the employee is a good fit.
· Union covered employees must undergo a 12 month probationary period. 
· Attendance is now part of the performance review for non-union employees.
· In the event that the company’s Medical Director does not agree with a note provided by the employee’s doctor, the Company may utilize an Independent Medical Examination (IME) as a second opinion.
· Employees that cannot provide a reasonable return to work date may be medically separated from employment.
· Employees with a legitimate and permanent disability may request a disability retirement.
Individual(s) Responsible

William C. Muntzer (VP Human Resources)
Expected Completion Date

This is an ongoing process.

MEI Recommendation # III-5

Expand knowledge loss risk assessment and workforce planning at PGW.
PGW Response

Accept



Action

PGW continues to work on talent management programs including but not limited to succession planning, leadership development programs, retreats, internship programs, mentoring and coaching.  These ongoing programs are designed to address workforce planning.  The issue of knowledge loss is owned by the vice presidents.  They are charged with ensuring that the appropriate steps are taken so that knowledge and work skills are transferred to new entrants.  Discussions and a review of what if scenarios occur during succession planning meetings to ensure that the company is appropriate contingency plans are in place. 

Individual(s) Responsible

Lorraine S. Webb, Vice President Organizational Development 


Expected Completion Date

This is an ongoing process.

MEI Recommendation # IV-1
Initiate efforts to encourage the PFMC, Philadelphia Gas Commission and City Council to make changes to streamline PGW’s corporate governance.

PGW Response

Reject.

Action

As indicated at the time of the original recommendation by then CEO, Thomas Knudsen, this recommendation remains beyond the capacity and power of PGW Management to address.  PGW is unaware of any discussions regarding streamlining the corporate governance process at either the PGC or Philadelphia City Council.  No discussion at the PFMC level has to date resulted in any streamlining measures. 

Individual(s) Responsible

Raquel N. Guzman, V.P. & Associate General Counsel
MEI Recommendation # IV-2

Develop an Ethics Policy to be applicable to bargaining unit employees and, as necessary, work with the union to facilitate its use.  Provide mandatory ethics training to all PGW employees on a periodic basis that enables them to identify unethical behavior and instructs them how to report violations.

PGW Response

Accepted in part
Action

Performance by members of the collective bargaining unit continues to be governed by the terms and conditions of the collective bargaining agreement and PGW’s Corporate Discipline Policy, which was collectively bargained in 2002.  However, PGW’s standalone Ethics Policy remains inapplicable to PGW’s collective bargaining unit because it has not been collectively bargained.  As part of its collective bargaining process, PGW will continue to seek to make the Ethics Policy applicable to bargaining unit employees.

Notwithstanding the foregoing, it is anticipated that an ethics component will be included in future employment law training provided to all employees whenever ethics is relevant to the primary subject matter.
 Further, before the close of the 2nd Quarter, 2013, there will be an Ethics presentation for all non-union employees-- who are subject to PGW’s Ethics Policy.

Individual(s) Responsible

Howard Lebofsky, Assistant General Counsel and Ethics Officer

Expected Completion Date

This is an ongoing process.

MEI Recommendation # IV-3 

Adhere to all duties and responsibilities enumerated in the Audit Committee Charter.

PGW Response

Accept

Action

PGW believes that this recommendation is complete with the creation of a new Audit Committee and the recently adopted Charter. No further action required.

Individual(s) Responsible

Thomas L. Kuczynski, SVP Strategic & Information Services 

Expected Completion Date

Complete 

MEI Recommendation # IV-4

Continue timely implementation of the remaining BT project initiatives.

PGW Response

Accept

Action

All approved items of the original BT Program have been fully implemented with the exception of Building Consolidation. PGW remains prepared to execute its building consolidation plan once approval to move forward is received.

Individual(s) Responsible

Thomas L. Kuczynski, SVP Strategic & Information Services 
Expected Completion Date

Complete – 1st Quarter FY 2013

MEI Recommendation # V-3

Modify the IA program structure by developing annual audit plans based on annual risk assessments, standardizing work plans and internal audit reports, and ensuring that the Audit Committee meets with the IA Director at least four times a year.

PGW Response

Accept

Action

PGW believes the item is complete and no further action is required with the creation of the new Audit Committee and the adoption of the risk based audit planning process and associated reporting mechanisms which standardize audit reports, status reports, risk reports, etc. 

Individual(s) Responsible

Thomas L. Kuczynski, SVP Strategic & Information Services 

Expected Completion Date

Complete 

MEI Recommendation # VI-3

Finalize a program for performing periodic credit checks on new and existing gas suppliers.

PGW Response

Accept

Individual Responsible
Nicholas LaPergola

Director Natural Gas Supply and Transportation

Expected Completion Date

Complete 

The department has setup a procedure where by all current Natural Gas Suppliers to PGW will have their credit checked by the Company’s CRC department. All potential new suppliers will be subject to a credit check. Every year a listing of current suppliers will be forwarded to the CRC department for credit checks and reviewed by a committee consisting of members of PGW’s Treasury department, Legal department, Supply Chain department, Gas Supply department, and Procedures department. The initial listing is in the possession of the CRC department for the credit checking process to begin. 

MEI Recommendation # VI-7

Track, quantify and trend cost recovery efforts related to the gas theft program.

PGW Response

Accept

Action

Currently PGW tracks the unbilled usage and the avoided cost of previously unbilled usage for the Revenue Protection Unit (RPU) through daily work reporting and field results captured for all theft related service orders as recorded in our AIMS system based on the associated usage relative to each account. 

As a part of the RPU plan to automate the field results, PGW expects to improve the accessibility of real time tracking to enhance billing efforts and to improve our ability to track the unmetered gas that has been billed to theft related cases as a result of the filed investigations. 

This information will be included to quantify the theft cases by accounting for all accumulated usage associated to the thefts accounts and further validate the benefits realized to the ratepayers. 

Utilizing results-based analytics of the field investigations along with various factors that affect the billings and the future avoided cost of unbilled usage, RPU will be able to establish trends and utilize that information to more accurately estimate the avoided costs associated with the verified theft related cases.

Individual(s) Responsible
Ray Welte

Manager Field Service

Expected Completion Date

Ongoing - 2nd Quarter FY 2013
MEI Recommendation # VII-3

Limit remote access to PGW’s computer systems using only highly secured methods.

PGW Response
Accepted
Action
At present there are 3 highly protected methods for employees to access information on PGW’s network. Each serves a distinct purpose, is highly secure and sends access logs to a central logging facility for monitoring and alerting.

Employee Web Portal (EMPWEB)

This access method provides proxy based access to limited web content only (i.e. webmail, Intranet, Company directory). Users must pass authentication before requests are even sent to a backend webserver. Even a privileged user would not be able to access a backend system using this method. This is our preferred method for employees who only need remote access to email.

Netilla

This is PGW’s preferred method for employees needing remote access to desktop applications. Employees authenticate to a Web Portal with a password different from their network password. Upon successful authentication they can connect to a MS Terminal Server or Windows Workstation where they must provide their network credentials. At no time does the employee’s remote workstation have any end to end connection to any endpoint in PGW’s network, other than a specific port on the Netilla appliance.

VPN

This access method is provided only for IS administrators to troubleshoot and diagnose backend network problems remotely. Access is restricted to specific ports and requires authentication with an RSA token. 

Individual(s) Responsible

Eloise Young, Vice President  & CIO

Expected Completion Date

Complete
MEI Recommendation # VIII-5

Expedite completion of the ongoing review of the IS cost chargeback methodology and update in a timely manner, as appropriate.

PGW Response

Accept

Action

Information Services in partnership with the Finance Department has revised the chargeback methodology. The new calculation was used for the very first time with the FY2013 operating budget.

Individual(s) Responsible

Eloise Young, Vice President & CIO

Expected Completion Date

Complete

MEI Recommendation # IX-2

Strive to improve forecasting techniques and timely complete the implementation of the material usage forecaster model.

PGW Response

Accept

Action

Currently investigating new tools to help forecast and plan inventory requirements.  

Individual(s) Responsible

Anthony Mauro

Director, Supply Chain


Expected Completion Date

Ongoing – 3rd Quarter FY 2014

MEI Recommendation # IX-4

Finalize the development and implementation of the vendor scorecards for both goods and services.

PGW Response

Accept

Action

Supply Chain is currently evaluating relevant industry best practices, which will provide key input into developing vendor scorecards.  

Individual(s) Responsible

Anthony Mauro

Director, Supply Chain


Expected Completion Date

Ongoing – 4th Quarter FY 2013

MEI Recommendation # IX-7

Develop a procedure for tracking the savings associated with the purchases made through city and state contracts.
PGW Response

Accept

Action

Supply Chain is currently developing a process to track savings related to purchases made through city/state contracts.  


Individual(s) Responsible

Anthony Mauro

Director, Supply Chain


Expected Completion Date

Ongoing – 3rd Quarter FY 2013

MEI Recommendation # IX-9 

Initiate efforts to routinely identify and track the value of emergency stock levels

PGW Response

Accept 

Action

Supply Chain will begin to track and report the value of emergency stock levels.  


Individual(s) Responsible

Anthony Mauro

Director, Supply Chain


Expected Completion Date

Ongoing – 1st Quarter FY 2013

MEI Recommendation # IX-10 

Promptly proceed with the warehouse consolidation project once approval is received from the City of Philadelphia.
PGW Response

Accept

Action

Supply Chain will proceed with warehouse consolidation once approval is received from the City of Philadelphia.

Individual(s) Responsible

Anthony Mauro

Director, Supply Chain


Expected Completion Date

TBD

MEI Recommendation # IX-11 

Initiate efforts to reduce the number of MMG Employees through improved efficiencies.

PGW Response

Accept

Action

The opportunity to reduce the number of MMD employees is primarily tied to warehouse consolidation.  Supply Chain will continue to look to minimize staffing requirements through improved efficiencies even as we anticipate achieving significant workforce reduction through warehouse consolidation.

Individual(s) Responsible

Anthony Mauro

Director, Supply Chain


Expected Completion Date

TBD

MEI Recommendation # IX-12 

Develop a comprehensive policies and procedures manual to guide the daily operations of the Supply Chain Department.

PGW Response

Accept

Action

Supply Chain is currently developing a comprehensive policies and procedures manual.  
Individual(s) Responsible

Anthony Mauro

Director, Supply Chain


Expected Completion Date

Ongoing- 1st Quarter FY 2013

MEI Recommendation # IX-13 

Include the flexibility to partially or fully outsource the vehicle parts procurement and inventory function in the next union bargaining agreement negotiation.

PGW Response

Accept

Action

Supply Chain will evaluate Fleet Storeroom options to determine the most effective methods to procure and inventory vehicle parts. Potential outsourcing options will be evaluated.

                        

Individual(s) Responsible

Anthony Mauro; Director, Supply Chain

Jean Paul; Manager, Fleet Operations


Expected Completion Date

Ongoing – 3rd Quarter, FY 2014 (Before potential warehouse consolidation)

MEI Recommendation # X-4

Develop a method to track absenteeism separately for the call center and perform periodic absenteeism root cause analyses to facilitate efforts to reduce absenteeism levels.

PGW Response

Accept

Action

PGW’s Time and Labor Management (TLM) system tracks attendance, payroll, and types of absenteeism.  The TLM system is able to generate reports based on defined work groups.  A work group can be created specifically for call center personnel.  Each Customer Affairs department, including the call center, monitors and enforces the absenteeism policies based on the data captured in TLM.  

A number of call center personnel are absent due to instances where they are covered by the family medical leave act (FMLA).  FMLA guarantees employee’s job for up to 12 weeks.  PGW tracks the individuals on the EUC (Employee Utilization Committee) and their FMLA (Family Medical Leave Act) usage at every EUC meeting.   PGW ensures that these individuals are complying with the regulations. 

PGW’s Human Resources department performs periodic absenteeism root cause analysis and works with all of the departments to investigate ways to reduce absenteeism levels through both disciplinary and wellness functions. 

Individual(s) Responsible

Dan Murray, Vice President – Customer Affairs

Expected Completion Date

This is an on-going process.
MEI Recommendation # XI-2 

Evaluate internal fleet service costs in comparison to outside contractor services prior to replacing mechanics as retirements occur.

PGW Response

Accept 

Action

The Department will conduct the evaluation of internal fleet service costs in comparison to those of fleet service contractors. 
 

Individual(s) Responsible
Jean Paul

Manager, Fleet Operations


Expected Completion Date

Ongoing – 2nd Quarter FY 2013

MEI Recommendation # XI-3 

Complete the automation of the monthly preventative maintenance schedule.

PGW Response

Accept

Action

The Department will complete the automation of the monthly preventative maintenance schedule with the M5 upgrade. 


Individual(s) Responsible

Jean Paul

Manager, Fleet Operations


Expected Completion Date

Ongoing – 3rd Quarter FY 2013

MEI Recommendation # XII-1
“Identify and measure the results of ongoing diversity programs and connect them in comprehensive strategy to leverage diversity as a business advantage designed to enhance PGW’s overall performance.

PGW Response

Accept

Action

Supply Chain continues to inform and educate client departments on the benefits of supplier diversity. Within the organization, and externally, collaboration on this issue is high and there is growing awareness of the strategic imperative of expanding diversity programs to shore up PGW’s among our stakeholders. As a result, Supply Chain’s DBE participation levels are trending up, and the organization is continually looking out for diversity-related opportunities to help boost PGW’s high performing status.

Individual(s) Responsible

Kenneth Williams

Director, Supplier Diversity and Communication

Expected Completion Date

This is an on-going process.
MEI Recommendation # XII-3
Establish and track progress towards the Procurement Department DBE participation goals on a quarterly basis.

PGW Response
Accept
Action

Supply Chain collects and reviews data related to the DBE participation goal on a monthly and quarterly basis. 


 Individual(s) Responsible

Kenneth Williams

Director, Supplier Diversity and Communication

Expected Completion Date

This is an on-going process.
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