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BY THE COMMISSION:

INTRODUCTION


On April 20, 2001, the Commission issued a Tentative Order in the above-captioned proceeding which provided for the filing of comments to the Commission's proposal to improve Philadelphia Gas Works' call center access.  Comments were timely filed by Philadelphia Gas Works (PGW or the Company), the Office of Consumer Advocate (OCA), and Community Legal Services (CLS).  PGW filed Additional Comments, and after an informal meeting attended by all interested parties was held, PGW filed Supplemental Additional Comments.  We shall finalize the Tentative Order to reflect the comments filed by the parties and the amount of time necessary for implementation of the proposal to improve customer access to the call center. 

BACKGROUND


On June 22, 1999, Governor Tom Ridge signed into law the Natural Gas Choice and Competition Act (Act).  The Act revised the Public Utility Code, 66 Pa.C.S. §§101, et seq., by inter alia, adding Chapter 22, relating to restructuring of the natural gas utility industry.  The Commission is the agency charged with implementing the Act.


Section 2212(b) of the Act provides that public utility service being furnished or rendered by a city natural gas distribution operation within its municipal limits will be subject to regulation and control by the Commission as of July 1, 2000.  PGW as a city natural gas distribution operation  falls under the definition of a “natural gas distribution company.”  66 Pa.C.S. §2202.  

As stated in the Act, the Commission’s regulatory authority over PGW is of the same force as if the service were rendered by a public utility under Section 102 (relating to definitions). 66 Pa. C. S. §2212(c).  The provisions of the Public Utility Code, with the exception of Chapters 11 (relating to certificates of public convenience), 19 (relating to securities and obligations) and 21 (relating to relations with affiliated interests), apply to PGW.  As such, the Commission has general administrative power and authority to supervise and regulate PGW, as it does all public utilities in Pennsylvania. 66 Pa. C.S. §501(b).  Section 1501 of the Public Utility Code requires, inter alia, that every public utility furnish and maintain adequate and reasonable service and facilities and make all such changes and improvements in or to its service and facilities as shall be necessary for the accommodation  and convenience of its customers. 66 Pa. C.S. §1501. 

Section 2204(i) of the Act provides that an independent management audit be conducted of PGW prior to the commencement of the PGW's restructuring proceedings.  The Commission's statutory authority under 66 Pa. C.S. §516(a) requires that audits include "an examination of management effectiveness and operating efficiency."
  The Audit will be used by the Commission as a tool to review the reasonableness and adequacy of the service and facilities provided by PGW to its customers with the 

objective of directing improvements which benefit PGW and its ratepayers pursuant to 

the general powers and duties of the Commission under Chapter 5 of Public Utility Code, 

66 Pa. C.S. §522(b).  Section 522(b) of the Public Utility Code authorizes the 

Commission to direct public utilities to take certain action which will result in 

improvements, such as improving call center performance, which will benefit the utility 

and its ratepayers.  

AUDIT and IMPLEMENTATION PLAN
By Secretarial Letter issued April 5, 2001, the Commission released both the Stratified Management and Operations Audit of Philadelphia Gas Works (Audit) 

the Philadelphia Gas Works' Implementation Plan (Plan).
 PGW's Implementation

Plan represents specific steps management proposes to take to implement the 

recommendations in the Audit.  The Audit contained 76 recommendations for improvement including establishing a date to make the call center effective or outsourcing the entire customer call center function.  PGW responded by classifying 68 recommendations as accepted, 5 recommendations as accepted in part, and 3 recommendations as rejected.  Among the recommendations accepted by PGW was the decision to set a date to provide reasonable service to customers who contact the call center and to consider outsourcing the call center function.  In the April 5, 2001 Secretarial Letter, we directed PGW to proceed with the March 2001 Implementation Plan and submit progress reports.  Under that Implementation Plan, PGW would attain reasonable and adequate service for customers who contact the call center by the year 2003.


The Audit contains an Evaluation Summary (Exhibit II-1) of the functional areas 

reviewed and evaluated by the auditors.  Under Chapter VIII (Customer Service, Billing and Collection), the Audit designates this functional area as needing major improvement which is defined as follows:

Major Improvement Necessary -- The area is not functioning effectively 

or efficiently and many significant and high priority recommendations need 

to be implemented to achieve adequate performance.  Implementation of the recommendations will have a major effect on PGW's cost levels and performance.

(Audit, page II-1).  Moreover, within Chapter VIII the Audit specifically recommended that PGW improve the overall performance and cost-effectiveness of the customer call center and found this recommendation to be a high priority which is defined as follows:

High Priority -- implementation would result in significant cost savings and/or major improvements in service, management practice, or performance.  These recommendations should be implemented as soon as possible.

(Audit, page 11-3).  Clearly, the Audit highlighted the call center as an area that needs immediate improvement. 

PGW's Customer Affairs Department Objectives for call center performance are set forth in the Audit under Exhibit VIII-1.  These objectives provide for the call center to answer 97% of all emergency calls within 30 seconds, 85% of all service calls within 15 minutes, and 85% of all billing calls within 25 minutes. Frankly, these objectives for answering service and billing calls pale in comparison to the industry standards.

As a part of the review of this function provided by BWG, the auditor evaluated whether PGW operated its telephone service center in an effective manner.  To accomplish this task, the auditor performed the following relevant tasks:

Reviewed daily, weekly, monthly, and annual statistics collected by PGW relative to the operating performance of its call center.  Determined if these statistics are sufficient to measure the overall performance of the call center.

Determined if managers use call center statistics to identify effective strategies for improving service or lowering cost.

Reviewed the organizational structure of the call center and compared staffing levels per call handled with other similar utilities.

Reviewed the effectiveness of call volume forecasting tools.  Determined how accurately PGW is able to forecast call volumes.

Assess the effectiveness of PGW's efforts to translate call volumes to personnel levels.

(Audits, p. VIII-5).  According to the first finding and conclusion on call center performance, PGW's level of service, as measured by abandoned calls and response time of the call center, is one of the worst in the industry (Audit, page VIII-7).


An abandoned call is an incoming call that is terminated by the originating caller before PGW's customer service representative answers.  Clearly, Exhibit VIII-2 depicts an enormous number of abandoned calls which further represents a customer's negative experience with this service.  In fact, Exhibit VIII-2 indicated that for the year 1998 approximately 1,000 calls a day were abandoned.  Based on Exhibit VIII-3 which is the Call Center Performance Chart for June, 2000, the Audit concludes that the call center does not provide an adequate level of service to customers except for responding to emergency calls.  (Audit, p. VIII-7).  The industry standard for answering calls is that approximately 80% of non-emergency calls should be answered within 20 to 30 seconds with an average of only 5% of calls terminated by the caller.  PGW's statistical performance does not come close to this standard.


As a second finding and conclusion, the Audit states that reasonable service in the call center could be provided if all personnel were available and if the service and billing functions were consolidated.  (Audit, p. VIII-9).  The Audit also concludes that the cost of staffing PGW's call center is high and that PGW has not filled job vacancies in an expeditious manner.  Finally, the Audit cites a number of other factors that adversely affect the performance of the call center. 


The Audits' general recommendation is to improve the overall performance and cost-effectiveness of the customer call center.  A number of specific recommendations are offered which include the following:

Establish a target date to either make the call center effective and customer-oriented or consider outsourcing the entire function.  Establish industry standard call response time goals and ensure that staffing is based on achieving those goals. 

(Audit, page VIII-36).  Again, PGW's Plan represents management's desire to implement the recommendations contained in the audit report.

According to the Chief Financial Officer, PGW will aggressively pursue the implementation of this program (Letter from Thomas E. Knudsen, dated March 22, 2001, page 5).  Moreover, PGW has accepted the recommendation to improve the performance of the customer call center.  

TENTATIVE ORDER

As explained in the Tentative Order, PGW accepts the need to make the improvements in this functional area, but did not believe the call center would be able to provide reasonable service until the year 2003. PGW explained further that it may consider outsourcing to meet industry standards faster.  We found that PGW's intention to take until the year 2003 to attain reasonable and adequate service for customers who contact the call center is unacceptable.  In other words, two years is an unacceptable length of time to allow PGW to maintain this inadequate level of service and the Company should now consider the outsourcing option. Consequently, steps needed to be taken immediately by PGW to attain this goal well before 2003.  

Given the performance of the call center and its failure to come close to industry standards in call response and PGW's acceptance of the Audit's recommendations in this functional area, the Tentative Order proposed a solution that would substantially improve the effectiveness of PGW's call center operations (Tentative Order, pages 7-8).

We were satisfied, based on the findings, conclusions and recommendations contained in the Audit, and PGW's acceptance of the need to improve the operation of the call center, that it is essential for PGW to reach these industry standards in a shorter time frame.  Moreover, we agreed with PGW that outsourcing only a portion of the call center service will be necessary to meet the industry standard.  We determined that unanswered calls that fall outside the industry standard (80% of calls answered in 30 seconds) should  be outsourced.
By this Tentative Order, we proposed that PGW would solicit bids to outsource the customer call center function for all non-emergency calls (e.g., billing, service, and Hispanic), in an effort to enable PGW to achieve the industry standard of answering 80% of these calls within 30 seconds.  Although the Commission does not have a regulation adopting an industry standard for call center service by a gas utility,
 we relied on the standard cited in the Audit.  (Exhibit VIII-3, Purdue University Benchmark Report and other industry statistics.)                                                                                                                   

The Request for Proposals (RFP) or other document to initiate the solicitation of bids developed by PGW were to be filed with the Commission within 30 days of the date that this Tentative Order becomes final. Furthermore, the Tentative Order provided for the filing of comments by interested parties.  Finally, the Bureau of Consumer Services, with the assistance of Law Bureau would be responsible for monitoring PGW’s compliance with this Order.

COMMENTS

The OCA and CLS's comments generally support the Commission's Tentative Order.  In its first set of comments, PGW expressed both an understanding of the level of 

the Commission's concern about its customer service problems and a commitment to resolve these problems.  PGW explains that it has engaged Accenture (formerly Anderson Consulting) to evaluate its operations and make recommendations.  In any event, PGW argues that the Tentative Order is both violate of PGW's rights and the City of Philadelphia's executive power, and that it is impossible for PGW to implement the Tentative Order as written.   PGW requests that no action be taken on the Tentative Order until management and Commission Staff have an opportunity to meet to discuss an alternate order relating to customer service and possible outsourcing of some or all call center functions.

On May 15, 2001, PGW filed Additional Comments to assist the Commission and 

other interested parties in understanding PGW's current plans to improve the call center 

operations in anticipation of the meeting on the Tentative Order.  According to PGW, the 

Philadelphia Facilities Management Corporation (PGW's Board of Directors) authorized, 

inter alia, the preparation and issuance of a Request for Proposal for outsourcing some or 

all of the call center functions.  PGW hoped that a meeting will result in a consensus on 

the specific approach that is appropriate to facilitate call center service improvements. 

DISCUSSION


The meeting between the interested parties including PGW was held on June 8, 2001 where discussions ensued over the Commission's tentative decision to require PGW to outsource a portion of the call center function.  On June 14, 2001, PGW filed Supplemental Additional Comments to reflect the ongoing discussions between Commission Staff and the interested parties.  Attached to these comments is PGW's Board-approved plan to improve call center operations and other related customer service performance.  According to representations made by PGW, the next couple of months will enable PGW to evaluate the nature and scope of a RFP to outsource the overflow pertaining to call center operations.  Therefore, PGW submits that the issuance of an RFP will be carried out in the most meaningful and beneficial manner.  PGW believes such an evaluation could be completed by August 1, 2001 and, further that an RFP could be issued in late September.  It is PGW's understanding that such a schedule is generally acceptable to the parties.  

We agree that the August 1, 2001 date provided for a reasonable period of time for PGW to develop benchmarks, collect call center data and essentially study the call center operation and performance.  However, we do not agree that PGW should take until late September to issue the RFP.  Given the anticipated influx of call center activity precipitated by the pilot lighting season and the beginning of the winter moratorium on December 1, the function to be performed by the outside contractor chosen by PGW should be up and running well in advance of this period of time to allow for maximum effectiveness when the Company experiences an increase in call center activity.  Therefore, we shall require that PGW issue the RFP by September 17, 2001, with the date of November 16, 2001 being set as the deadline for the contractor to begin the outsourcing function.  By adopting this schedule we are hopeful that the contractor will have a sufficient amount of time to train and prepare for answering

calls to improve call center access to PGW's customers;  THEREFORE, 

IT IS ORDERED:
1. That PGW issue the RFP and solicit bids by September 17, 2001 to outsource a portion of the customer call center function for all non-emergency calls, in an effort to enable PGW to achieve the industry standard of answering 80% of these calls within 30 seconds.

2. That the RFP developed by PGW for soliciting outsourcing bids should be filed at this docket number.  A copy shall also be submitted to the Bureau of Consumer Services and Law Bureau.

3. That the company selected by PGW to perform the outsourcing function 

shall be operational by November 16, 2001. 

4.
That a copy of this Final Order shall be served upon the Philadelphia Gas Works, the Office of Consumer Advocate, the Office of Trial Staff, the Office of Small Business Advocate, and Community Legal Services of Philadelphia.

5.
That the Bureau of Consumer Services, with the assistance of Law Bureau           

shall be responsible for monitoring PGW's compliance with the Final Order.

 




                          
BY THE COMMISSION,









James J. McNulty









Secretary

(SEAL)

ORDER ADOPTED:     August 9, 2001

ORDER ENTERED:     August 9, 2001
� Under this provision of the Public Utility Code, PGW has 60 days to submit written comments to the audit report.


� The Audit was conducted by Barrington-Wellesley Group, Inc.. (BWG or auditors) and submitted with a date of January 2001 while the Plan was submitted with a date of March 2001.


� For telephone service in Pennsylvania the standard is "eighty-five percent of calls seeking repair service or to the business office during normal working hours shall be answered within 20 seconds."  52 Pa. Code § 63.59(b)(2).
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