Third-Party Review of Mandated Safety Activities


1. Goals:  
PSE and Staff will develop and implement a third-party audit of PSE’s mandated gas safety program.  As a result of the audit, PSE and UTC will have an authoritative assessment of PSE’s mandated gas safety activities and a plan for PSE to move forward and implement key recommendations. By working together on this audit, PSE and UTC will have forged an effective working relationship characterized by joint problem solving, information sharing and mutual respect.

2. Key process elements:
A. The audit will be performed by an independent third party selected by PSE but agreed to by UTC Staff. 

B. To ensure the consultant understands the UTC’s concerns, Staff and PSE will meet together with the consultant before the scope of the work is finalized to discuss implementation. 

C. Each party may meet separately with the consultant to discuss their concerns and interests. The consultant will make notes of any such meetings available to all parties.

D. It is important that the process of the audit be both independent and transparent to the UTC. To that end UTC Staff will: 1-participate in reviewing proposals from potential consultants, determining the scope of the study and methods the consultant uses; 2-be included in all conferences between the consultant and PSE where the scope, status, findings or recommendations are discussed; 3-be notified in advance of and selectively participate in any fact finding conducted by the consultant; and 4-receive directly from the consultant all documents circulated to PSE for comment and all drafts of reports, correspondence, etc.

E. The target starting date for the audit will be approximately 90 days after completion of the quality assurance / quality control (QA/QC) programs required as part of the settlement in UTC Docket PG-060215. The implementation date for Pilchuck’s QA/QC programs is March 31, 2008 and the implementation for PSE and all other contractor QA/QC programs is June 30, 2008. So that the auditors may observe work during the 2008 construction and maintenance season, the parties agree make the necessary preparations so that the audit may begin with Pilchuck after July 1, 2008 and then turn to PSE and its other contractors after October 1, 2008.  To this end, PSE will issue the RFP within 30 days of the Commission order approving the Settlement Agreement in Docket PG-060215, and the contractor will be selected within 60 days of the date the RFP is issued.
F. PSE and Staff will actively cooperate and support the audit in good faith and to limit the overall cost.  PSE will promptly make available documents, records and employees at all levels to expedite the inquiry. 
G. After the consultant delivers its final audit findings and recommendation, PSE will respond to each recommendation in writing, including a timetable for implementation of the recommendation or a discussion why implementation is not appropriate. PSE and Staff will agree on a method of resolving disagreements, should these occur.  If PSE and staff cannot agree on a method, the matter will be taken to the Commission for resolution.
H. As a matter of policy, Staff considers this independent audit to be an important tool to address needed improvements in PSE’s gas safety programs, if any, and not to be a primary resource for future commission enforcement actions. Consequently, if in or during the audit it is discovered that PSE is in non-compliance with any relevant gas safety requirements, the consultant, PSE or Staff, as appropriate, will notify each other of the non-compliance and PSE will promptly correct the non-compliance. 
In general, Staff does not intend to utilize information gathered from this effort to generate new enforcement actions and will not consider recommending the Commission issue a complaint regarding such non-compliance. However, Staff may consider recommending the Commission issue a complaint if the non-compliance reflects: 1) intentional misconduct other than the sort described in the complaint in Docket PG-060215, or 2) conduct that is systematic and/or widespread. 
Nothing in this document affects the ability of the Staff to recommend penalties or other remedy for any violation of any statute, rule or provision in PSE’s gas safety standards manual that leads to serious personal injury (i.e., requires in-patient hospitalization), loss of life, or property damage or loss of $50,000 or more. PSE may contest any enforcement action described in this paragraph, but PSE will not use anything in this Agreement as limiting any such enforcement action. This section does not affect paragraph 33 of the Settlement Agreement in Docket PG-060215.
I. PSE will pay for the first $250,000 of the audit without seeking recovery of this amount in rates. Nothing in this agreement prevents PSE from seeking recovery of additional audit expense through retail rates.
3. Scope:

To address gas safety issues within and beyond the scope of UTC Docket PG-060215, PSE and the UTC will agree on a consultant to review PSE’s mandated gas safety-related activities.
 
The consultant will evaluate PSE’s operations and those of its contractors and agents against current industry practices and standards and make recommendations on opportunities for process improvements or changes, including recommendations based on practices of other utilities that are efficient and effective. 
The consultant will determine whether: 

A. PSE has programs, structures and incentives (implicit and explicit) in-place to maintain a “culture of safety and compliance” for PSE and its contractors and the extent to which PSE is responsive to employees or contractor employees bringing safety issues to management.
B. The training PSE provides to or requires of its employees and contractor personnel for compliance with its standards and procedures is appropriate and effective.
C. PSE’s contracts with its contractors are structured to ensure that gas facilities are installed, repaired or replaced properly, safely and cost-effectively.  
D. The methods that PSE employs to track and document work allow for auditing of such work for compliance by both PSE and the UTC.
E. PSE’s practices related to 49 CFR 192.613 (continued surveillance) are effective and result in the company taking the appropriate action when needed.
F. PSE has provided sufficient resources to its gas safety compliance program to adequately and effectively monitor its mandated safety activities and programs for compliance, whether those programs are implemented by PSE employees or contractor employees.
G. Following the implementation period, the consultant will return to evaluate the effectiveness and completeness of the implementation of its recommendations. PSE will share this assessment with the commission.

� Mandated gas safety activities include all gas-related activities PSE undertakes to meet the requirements of state and/or federal gas safety rules. 
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