
FOR CONSIDERATION 
February 24, 2021 

TO: The Board of Trustees 

FROM: Thomas Falcone 

SUBJECT: Consideration of the Adoption of Recommendations to Improve Inventory 
Management 

Requested Action 

The Board of Trustees (the “Board”) of the Long Island Power Authority (“LIPA”) is requested to 
adopt a resolution approving certain recommendations to improve PSEG Long Island’s inventory 
management practices (the “Inventory Management Recommendations”), which resolution is 
attached hereto as Exhibit “A”.  

Background 

PSEG Long Island is responsible for “Inventory Control” including (a) maintaining an inventory of 
equipment, spare parts, materials and supplies and maintaining and documenting an inventory control 
program; (b) complying with the inventory policy provided in the Operations Manual; (c) purchasing, 
maintaining and storing inventory in a manner consistent with the System Policies and Procedures; 
and (d) completing, on an agreed-upon cycle count basis, a physical inventory of the equipment, spare 
parts, materials and supplies and reconciling the same with the inventory assets carried on the balance 
sheet and providing the information to LIPA. 

In December 2017, LIPA engaged Ernst & Young, LLP (“EY”) to perform a review of inventory 
controls during storm events. The review included: 

• Evaluation of existing policies, procedures, and guidelines in place for the request and issuance
of materials/equipment from storerooms under conditions of high activity (e.g., storms).

• Understanding the systems or tools utilized in the process including tracking, approving and/or
reporting mechanisms used for materials/equipment distribution.

• Assessing the return of materials/equipment to storerooms after the storm event including, but not
limited to: monitoring processes over the expected return of materials and KPI’s in place,
effectiveness of policies and procedures, and cost recording/record-keeping implications if
unused materials/equipment are not returned, but then used in a non-storm event.

EY presented 11 findings with 14 recommendations. PSEG Long Island addressed each of the 
recommendations through policy and procedure changes.  

In 2020, LIPA engaged PA Consulting to confirm that the EY recommendations had been 
implemented and to conduct a broader assessment of PSEG Long Island’s inventory management 
practices. The PA Consulting assessment included a review of the efficiency and effectiveness of 
warehouse and inventory management practices, how the practices benchmark against industry 
standards, and where there are opportunities to improve performance. The assessment was conducted 
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from November 2020 through January 2021, and included evaluating current inventory operations 
and processes, identifying current state gaps, assessing readiness of storm response, and developing 
recommendations for next steps.  During the course of the assessment, PA Consulting interviewed 27 
PSEG Long Island personnel and observed activities and reviewed documents at two locations. 
 
PA Consulting confirmed that the EY recommendations had all been implemented but reported 25 
additional findings (collectively, the Inventory Management Recommendations) among the areas of 
general management, information technology, warehouse management, inventory management, and 
procurement practices. Based on these findings, PA Consulting promulgated over 50 remediations. 
The findings and remediations are summarized in Exhibit B.  
 
PSEG Long Island should prepare Implementation Plans for each of the 25 Inventory Management 
Recommendations no later than April 9, 2021. The Implementation Plans will be presented to the 
Board for consideration at its May 2021 meeting. 
 
Recommendation 

Based upon the foregoing, I recommend approval of the above requested action by adoption of a 
resolution in the form attached hereto. 
 
Attachments 
 
Exhibit “A” Resolution 
Exhibit “B” Summary of Findings and Remediations 
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Exhibit “A” 
 
RESOLUTION ADOPTING RECOMMENDATIONS RELATING TO INVENTORY 
MANAGEMENT 

 
 
WHEREAS, pursuant to Section 4.4(16) of the Amended and Restated Operations Services 
Agreement (“OSA”), LIPA has the right to “make recommendations to the Service Provider, in 
each case as may be reasonably necessary or appropriate to perform LIPA’s oversight 
responsibilities and obligations with respect to the provision of Operations Services under this 
Agreement and as may otherwise be necessary or appropriate to comply with LIPA’s legal, 
contractual and fiduciary obligations. . .”; and 
 
WHEREAS, additionally, the OSA provides that PSEG Long Island is responsible for “Inventory 
Control” and shall maintain an inventory of equipment, spare parts, materials and supplies and 
shall maintain and document an inventory control program; (b) comply with the inventory policy 
provided in the Operations Manual; (c) purchase, maintain and store inventory in a manner also 
consistent with the System Policies and Procedures; and (d) complete, on an agreed-upon cycle 
count basis, a physical inventory of the equipment, spare parts, materials and supplies and 
reconcile the same with the inventory assets carried on the balance sheet and provide the 
information to LIPA  
 
WHEREAS, each of the Inventory Management Recommendations will address deficiencies in 
inventory management practices and material stocking levels.  This will ensure appropriate levels 
of inventory to respond to routine workloads and adequate material inventory during emergency 
response restoration efforts, while providing the highest value to our customers; and  
 
NOW, THEREFORE, BE IT RESOLVED, the Board hereby adopts the Inventory 
Management Recommendations; and  
 
BE IT FURTHER RESOLVED, that the Board hereby directs LIPA Staff, together with PSEG 
Long Island, to implement the Inventory Management Recommendations, including the creation 
of Implementation Plans by April 9, 2021 for the Board’s consideration at its May 2021 meeting; 
and 
 
BE IT FURTHER RESOLVED, that the Board directs LIPA Staff, together with PSEG Long 
Island, to report to the Board on the completion of the Inventory Management Implementation 
Plans no less than a quarterly until they are completed.   
 
Dated: February 24, 2021 
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Summary of Findings
Twenty-five (25) findings are located in this evaluation, ranging from low, medium, high, and very high 
in relation to their impact to the business and complexity of implementation. 

* One finding was left out of this matrix, as its impact to business and implementation complexity is unknown.






















