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I. INTRODUCTION

PLEASE STATE YOUR NAME AND OCCUPATION.
My name is Christopher C. Cardenas. I am Vice President of Customer Care
for Xcel Energy Services Inc. (XES), which provides services to Northern

States Power Company (NSPM or the Company).

PLEASE SUMMARIZE YOUR QUALIFICATIONS AND EXPERIENCE.

I have more than 20 years of experience in the areas of customer service and
finance for energy utilities, cable and telecommunication companies. I joined
XES in January 2019, previously serving as Vice President of Customer
Services for PPL Electric Utilities in Pennsylvania. In my current position, I
am responsible for the overall business performance of the Customer Care
organization. Prior to this, I held various customer service and financial
leadership roles with Time Warner Cable, Comcast Cable, U.S. Cellular and
Sprint Nextel. I have also held various positions in corporate strategy,

customer service operations and business development. My resume is

provided as Exhibit___ (CCC-1), Schedule 1.

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING?

My testimony provides an overview of the Customer Care organization and its
2020-2022 Operation and Maintenance (O&M) expense levels. I share ways
we measure customer satisfaction for work Customer Care performs. I also
present and discuss the Company’s commodity and non-commodity bad debt
expense, and the actions we have taken to minimize and manage it to the
benefit of customers. Finally, I discuss impacts that Advanced Grid

Infrastructure and Security (AGIS), and specifically Advanced Metering
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Infrastructure (AMI), will have on Customer Care costs, functions, and
processes, as well as changes that are needed to facilitate the transition to AMI

for customers.

PLEASE SUMMARIZE YOUR TESTIMONY.

The Customer Care organization has achieved strong customer satisfaction
results, controlled its O&M expenses, and outperformed other utilities in
managing bad debt expense. The 2020 test year O&M expense 1 propose for
the Customer Care organization is $33.2 million for the State of Minnesota
Electric Jurisdiction. This level of O&M expense continues Customer Care’s
trend of relatively flat levels of O&M expense since 2016, while continuing to
achieve strong results in the Company’s service quality measures and high

levels of satisfaction with the service we provide our customers.

The 2020 test year bad debt ratio we propose is 0.35 percent, which results in
a 2020 test year commodity bad debt expense of $11.3 million, and
approximately $80,000 for non-commodity bad debt expense for the State of
Minnesota FElectric Jurisdiction. In addition to bad debt performance
comparing favorably to other utilities, this bad debt ratio is consistent with

performance since 2016.

The AGIS initiative is a comprehensive plan that will advance the Company’s
electric distribution system, provide customers with more choices, and
enhance the way the Company serves its customers. Implementation of
advanced metering technology and the communications network will enable
the availability of detailed and timely data, system automation, and

communications enhancements that will impact and provide benefits for our
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customers and the Customer Care organization. As I will describe below, the

process changes enabled by advanced grid implementation will help reduce

Customer Care O&M expenses in meter reading, and potentially other areas.

HOW IS YOUR TESTIMONY ORGANIZED?

I present the remainder of my testimony in the following sections:

Customer Care Organization. 1 discuss my organization in terms of the
business functions it provides to the Company and its customers. I also
discuss the improvements we have made to various aspects of our
service and the research we have done to understand our customers and
to measure their satisfaction with the service we provide. In addition, I
summarize the Company’s service quality results. In this section, I also
present the overall Customer Care O&M budget and the budgets by
business function.

Commodity Bad Debt Expense. 'This is the bad debt expense associated
with the provision of energy services. I discuss the test year expense
and proposed bad debt ratios, as well as how we determine our bad
debt ratios and manage our bad debt expense.

Non-Commodity Bad Debt Expense. This is bad debt expense associated
with all types of retail customer billing, other than the provision of
energy services. I discuss the Company’s test year levels of expense, the
various components of non-commodity bad debt expense, and what
the various business functions do to manage non-commodity bad debt
expense.

The AGIS Initiative. 1 discuss Customer Care’s responsibilities with
respect to implementation of the Company’s proposed AGIS initiative,

including meter reading and billing, as well as direct customer contacts
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that will support and facilitate AGIS implementation. I also discuss the
impacts and benefits of AGIS from the Customer Care perspective, the
framework for customer opt-out provisions, and how advanced grid
capabilities will enable new products and services for our customers. I
also discuss potential impacts to Customer Care operational and
customer service metrics, and how the Company plans to track and

report progress metrics as AGIS is implemented.

II. CUSTOMER CARE ORGANIZATION

A. Overview

Q. PLEASE SUMMARIZE THIS SECTION OF YOUR TESTIMONY.

A.

In this section, I discuss the structure of the Customer Care organization and
describe the various functions involved in providing service to the Xcel
Energy organization, including NSPM and the other Operating Companies
and their customers. 1 also present the Company’s test year O&M expense,
and discuss how we have managed to keep O&M expenses relatively flat since
2012 while introducing new customer programs and options and maintaining
high levels of customer satisfaction relative to the work Customer Care

performs.

PLEASE DISCUSS THE FUNCTIONS OF THE CUSTOMER CARE ORGANIZATION
AND HOW THEY RELATE TO THE COMPANY’S OVERALL BUSINESS GOALS.

The Customer Care organization performs essential functions that help the
Company effectively provide its customers energy products and services and
high levels of customer service. We ensure energy use is measured and billed

accurately, collect and process customer payments, and assist our customers
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with questions, concerns or requests about their energy services. We
understand customer needs and expectations are evolving in the energy
marketplace. We strive to meet those changing needs through improved
communication, consultation and information, and automated functionality
intended to improve our customers’ experience. Our organization is critical to
the Company’s vision of becoming more customer-focused, and we will be
instrumental as we support our customers through advanced grid

modernization and help them realize the many benefits it holds for them.

PLEASE PROVIDE AN OVERVIEW OF THE CUSTOMER CARE ORGANIZATION
AND HOW THE ORGANIZATION SUPPORTS THESE COMPANY EFFORTS.
The Customer Care organization provides service to approximately 1.5 million
gas and electric customers, 2.1 million electric only customers, and 550,000 gas
only customers served by Xcel Energy across its service territory in eight
states. We support customers starting when they initiate their energy service,
as we collect ongoing meter readings and issue bills, through posting their
payments to their accounts. We are available to customers via phone, web,
mobile, email, and various social media. We consider customer survey data
and other feedback and use it to assess our performance and opportunities for
improvement. Below is a brief description of the various business functions
that comprise the Customer Care organization:
® Billing Services. Responsible for the production and delivery of billing
statements, researching billing and payment inquiries and resolving
customer billing and payment issues, billing quality assurance, and
receiving and posting all customer payments.
o Contact Center. Responsible for interacting with our customers through

our customer contact centers, mailed and electronic correspondence,
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social media and online inquires to answer their questions, resolve their

concerns, and fulfill their requests.

o Credit and Collections. Responsible for accounts receivable management,
minimizing customer receivable write-offs, and operation of credit

contact centers.

o Customer Operations. Responsible for staff training, quality assurance,
process efficiencies, contact center operational management and
reporting, resolving customer complaints, communications within the
organization, customer policy, low-income programs, planning, and
budget oversight.

o  Meter Reading, Field Collections and Revenune Assurance. Responsible for
reading customer meters, performing field disconnection and collection

activities, and investigating energy theft and revenue loss situations.

DO YOU USE ONLINE OR TECHNOLOGY TOOLS TO INTERACT WITH
CUSTOMERS?

Yes. Our Interactive Voice Response (IVR) automated phone system is an
important tool customers use to conduct quick and easy transactions without
the need to speak with a customer service representative. We actively manage
this tool, making enhancements to ensure customers experience highly
satisfying and efficient transactions. Our customers use the IVR system
extensively and are very satisfied with it, as shown in Table 2. In addition, we
support our customers with inquiries and requests submitted through our web
site, with a notable increase in the number of customer interactions requesting
moving-related changes being submitted online over the last several years. We
also receive emails from customers, as well as respond to comments or

requests through social media. Customers also interact with the Company
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through our web site, including MyAccount online account management, as

well as through our mobile application.'

WHAT PAYMENT METHOD OPTIONS DO CUSTOMERS HAVE TO PAY THEIR
UTILITY BILLS?

We currently offer several payment alternatives to our customers, which we
group into four payment channels: Mail, Phone, Electronic, and Other.
Customers can pay their bills by phone and either complete the payment using
our IVR system, or by talking to a customer service representative. They may
also use a credit or debit card to make a payment through our credit card
vendor. Customers can also use the Company’s online MyAccount portal to
pay their bill electronically, use our mobile application, or they can pay their
bill at designated pay stations.”> Business customers have an additional option

to pay their bills through Electronic Funds Transfer.

As shown in Figure 1 below, an increasing percentage of customers are
submitting their payments through electronic payment options. In addition to
being more convenient for a significant number of customers, this shift
creates efficiencies for the Company as the use of any electronic channel helps

reduce overall billing costs.

! Information on the mobile application can be found at: https://www.xcelenergy.com/mobile app
2 Information on designated pay stations can be found at:

https:

www.xcelenerov.com/billing and payment

7 Docket No. E002/GR-19-564
Cardenas Direct


https://www.xcelenergy.com/mobile_app
https://www.xcelenergy.com/billing_and_payment

O© oo 4 & B~ LN -

NN NN NN R, R, R, R, R s e, e
O A~ O N O v 0o 1 o U AN L DN =, O

Figure 1

Customer Payments by Channel®
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B Other
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H Mail

M Electronic

2014 2015 2016 2017 2018 2019 through Sep

ARE THERE ANY NEW PAYMENT OPTIONS THE COMPANY WANTS TO OFFER
THAT CAN BE ENABLED THROUGH ADVANCED GRID MODERNIZATION
EFFORTS?

Yes. The Company would like to offer a pre-payment option in the future
enabled by our proposed investments in advanced grid technology. In section
V, I discuss how AGIS enables a pre-payment and the potential benefits of

providing this option for our customers.

ARE YOU SEEING ANY OTHER AREAS OF EVOLVING CUSTOMER EXPECTATIONS
IN ADDITION TO BILLING AND PAYMENT?
Just as customers expect choices when it comes to billing and payment

options, they also seek choices for how they interact with the Company. They

3 The Electronic payment channel includes payments through My Account, CheckFree, auto payments,
and electronic funds/wire transfers. The Other payment channel includes payments through pay stations,
credit/debit cards through a contracted vendor, energy assistance payments, and payments from collection
activities.
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appreciate receiving notifications and status updates to keep them informed of
matters impacting their service, such as during outages. They increasingly
interact with us using digital channels, and look to their utility provider to use
technology to help them improve their quality of life, save money, and

maintain their safety.

As outlined in Company witness Mr. Michael Gersack’s testimony, the needs
and preferences of customers continue to evolve in the digital age. To better
understand our customers’ perspectives, we conducted focus groups and
surveys about their preferences, considerations and thoughts around the

benefits and value of advanced grid investment.

Customers are interested in safety and energy savings, as well as certain
teatures of their electric service that would be enabled by the advanced grid.
These include more detailed and timely information about their energy use,
improved reliability and outage restoration, and the ability to remotely control
their energy usage. Mr. Gersack discusses the Company’s customer survey
and research efforts and results in detail in his testimony. The Company
believes its advanced grid investment will help meet our customers’ growing
expectations. Later in my testimony, I discuss Customer Care-related impacts

primarily related to AMI technology.

B. Test Year O&M Budget — Overall Customer Care

How DOES THE CUSTOMER CARE ORGANIZATION DEVELOP ITS PLANS AND
BUDGETS?

We assess the needs of the Customer Care organization and the various

Operating Companies we support, and plan and budget at the business

9 Docket No. E002/GR-19-564
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function level. This is necessary given the variety of services provided by the
different business functions that make up the Customer Care organization.
Unless otherwise noted, this discussion relates to Customer Care O&M at the

NSPM Electric level.*

Q. PLEASE PROVIDE AN OVERVIEW OF THE CUSTOMER CARE O&M BUDGET.
A. Figure 2 below summarizes overall Customer Care O&M expense since 2016.

Please see Exhibit_ (CCC-1), Schedule 2 for additional details regarding

Customer Care O&M expense levels.

Figure 2
Customer Care O&M Trend — NSPM Electric
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Overall, the Customer Care 2020 test year O&M budget is relatively flat
compared to the O&M expense levels for the past four years. The total 2020

+ Company witness Ms. Melissa L. Schmidt explains how the Company allocates and assigns Xcel Energy
Service Company costs to NSPM. Company witness Mr. Benjamin C. Halama explains the utility and
jurisdictional allocation process that assigns NSPM operating company costs to the State of Minnesota
Electric Jurisdiction.
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Customer Care test year O&M expense of $37.6 million is within 1 percent of

the spending level in 2016, with slight variation in between those years.

HOwW HAS CUSTOMER CARE BEEN ABLE TO KEEP ITS O&M BUDGET
RELATIVELY FLAT OVER SUCH A LONG PERIOD OF TIME?

We have largely been able to achieve favorable results by automating work
processes and focusing on operational performance improvements and
efficiencies. Increasing customer use of electronic billing and payment
methods and digital interaction channels also play a role in managing costs.
Going forward, cost renegotiations with our current meter reading vendor, as

well as AMI deployment, would reduce meter reading costs substantially.

HAVE YOU COMPARED THE COMPANY’S HISTORICAL O&M EXPENSE TO
OTHER COMPANIES FOR CUSTOMER CARE-RELATED EXPENSES?

Yes. The Federal Energy Regulatory Commission (FERC) account electric
cost data from the S&P Global Intelligence Platform compares Customer
Care-related expenses for more than 100 regulated energy companies
representing gas and electric utilities. While combination gas and electric
utilities, like NSPM, are in this universe, we have compared only electric costs.

The total population, on average, consisted of 105 companies annually from

2008 through 2018.

How DOES NSPM’S HISTORICAL O&M EXPENSE COMPARE TO OTHER
COMPANIES FOR CUSTOMER CARE-RELATED EXPENSES?

Overall, NSPM continues to compare favorably when looking at mean
performance in total costs captured in FERC accounts 901 through 905,

which include the majority of costs managed by Customer Care,

11 Docket No. E002/GR-19-564
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Exhibit__ (CCC-1), Schedule 8. Table 1 below shows total Customer
Accounts Expense, including bad debt expense, per retail customer for FERC
accounts 901 through 905. NSPM Total Company shows declining and lower
cost per retail customer than the Competitor Group (mean) during the last

five years of reported data.

Table 1
Customer Accounts Expense per Retail Customer

Comparison (901-905)

2014 2015 2016 2017 2018
NSPM Total Company $40.6 $38.4 $38.5 $37.8 $37.7
Competitor Group (mean) $51.4 $51.8 $50.6 $48.2 $49.1

Source: S&&>P Global Intelligence Platform

Q. GIVEN THE RELATIVELY FLAT O&M OVER THE PAST SEVERAL YEARS, HAVE

A.

YOU SEEN A NEGATIVE IMPACT TO CUSTOMERS?

No. The Company’s Voice of the Customer Transaction Survey (VOC) is the
most direct measure of customer satisfaction with the services provided by the
Customer Care organization. As seen in Table 2 below, VOC transaction

results remain high.

Beginning with data reported for 2017, the Company implemented a new
customer experience platform through vendor MaritzCX to assess satisfaction
for various channels, including agent and IVR experiences. The Company’s
partnership with the new vendor eliminates a manual agent call transfer
process, objectively manages the survey sampling process, and works to

ensure a statistically representative sample. Results are loaded daily to

12 Docket No. E002/GR-19-564
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interactive reporting dashboards for easier access. These enhancements

facilitate more frequent results and more in-depth understanding.

The former vendor transaction study also used a different scale than the new
vendor for agent results. The former vendor used a 0-10 scale for the agent
survey results, while the new vendor survey uses a 1-10 scale, both with a top
three box range (8-10). The IVR survey scale remains a 1-5 scale with a top
two box range (4-5); however, the IVR survey method changed to an
automated phone survey instead of a live phone survey, to match the method
of customer interaction. The agent survey remains a live phone survey.
Finally, IVR and agent survey results are now reported separately, instead of
being combined into one score based on transaction channel volume.
Because of these changes, data reported starting with 2017 has been, and will
continue to be, somewhat different than data reported for prior years, as
reflected in Table 2 below. We believe that this new survey and methodology
will allow the Company to track customer satisfaction even more accurately
than in the past.
Table 2
Voice of the Customer Transaction Survey — Minnesota Electric

(Percentage of Customers Providing a Positive Rating)’

2014 2015 2016 = 2017 2018

Overall Satisfaction with Transaction
(IVR and Agent 2014-2016; Agent 83% 86% 83% 84% | 84%
Only 2017 — 2018)

IVR Overall Satisfaction with
Transaction 85% 88% 83% 82% | 81%

> Positive rating equates to a score of 8,9 or 10 on a 0-10 scale (2014 — 2016) or 8,9 or 10 on a 1-10 scale
(2017 — 2018) for Agent/IVR or Agent Only satisfaction, or a score of 4 or 5 on a 1-5 scale for IVR
satisfaction.
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I provide more information regarding customer satisfaction in
Exhibit__ (CCC-1), Schedule 3. While customer satisfaction remains high
relative to the work Customer Care performs, there is room for improvement
in other areas, such as the Company’s digital platform for customer
information, which is discussed further in the Direct Testimony of Company

witness Mr. David C. Harkness.

ARE THERE OTHER INDICATORS THAT SHOW YOU ARE MEETING CUSTOMER
EXPECTATIONS?

Yes. In addition to achieving high customer satisfaction levels over this
period, the Company has consistently met the service quality performance
measures contained in its Minnesota Service Quality Plan tariff. These include
Customer Care measures, such as the time to answer customer calls, customer

complaints and billing and meter reading performance metrics.

WHAT ARE CUSTOMER CARE’S O&M EXPENSE LEVELS FOR THE 2020
THROUGH 2022 PLAN YEARS?

The Company requests a NSPM Electric O&M expense level for Customer
Care of $37.6 million for the 2020 test year, $37.0 million for 2021 and $32.3
million for 2022. I note that these amounts incorporate anticipated O&M
reductions associated with the proposed AMI deployment plan. Deployment
delays or disapproval of AMI deployment may impact these Customer Care
O&M expense levels. I discuss the key drivers of Customer Care’s O&M
expenses from 2020 through 2022 below.

14 Docket No. E002/GR-19-564
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PLEASE SUMMARIZE KEY FACTORS IMPACTING CUSTOMER CARE EXPENSE
LEVELS FROM 2020 THROUGH 2022.

Customer Care expects an overall O&M reduction from 2020 through 2022
primarily associated with anticipated reductions in meter reading expenses.
Part of this reduction results from successful contract negotiations with the
Company’s meter reading services vendor, Landis+Gyr (Cellnet). The
negotiations eliminated a contract cost escalation factor associated with
economic indicators starting in January 2019. It also enables reductions in
meter reading services costs as AMI deployment occurs starting in 2022,
partially offset by the elimination of credits for meters Cellnet cannot read
according to its contractual schedule. These negotiated contract changes
extend for the life of the remaining contract. Additional O&M reductions are
associated with the anticipated AMI deployment timeline. If the Commission
does not approve AMI deployment or the timeline changes, expense
reductions associated with the deployment will be eliminated or shift, and
meter reading costs could increase. I discuss the year-to-year O&M impacts

and expense drivers in more detail below.

PLEASE EXPLAIN THE PURPOSE AND IMPACT OF THE KEY COST DRIVERS OF
CUSTOMER CARE’S 2020 O&M EXPENSES FROM 2019 LEVELS.

From 2019 to 2020, we anticipate an increase of approximately $475,000.
Labor costs increase by approximately $212,000, with most business areas
incorporating a three-percent annual performance-based wage increase. In
Outside Services, we anticipate an increase of approximately $300,000
associated with meter growth additions, collection agency fees, and bill image
and processing costs, partially offset by approximately $90,000 in AMI-related

savings.

15 Docket No. E002/GR-19-564
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PLEASE EXPLAIN THE PURPOSE AND IMPACT OF THE KEY COST DRIVERS ON
CUSTOMER CARE’S 2021 O&M EXPENSES FROM 2020 LEVELS.

From 2020 to 2021, we anticipate a decrease of approximately $640,000 in
Customer Care O&M expenses. This includes AMI deployment savings of
about $691,000, partially offset by annual wage increases of about $261,000
and a slight increase in outside services of $29,000. We anticipate reductions
for postage costs of $239,000 associated with increases in customer adoption

of electronic billing and payment methods.

PLEASE EXPLAIN THE PURPOSE AND IMPACT OF THE KEY COST DRIVERS OF
CUSTOMER CARE’S 2022 O&M EXPENSES FROM 2021 LEVELS.

From 2021 to 2022, we anticipate the Customer Care O&M budget will
decrease by about $4.6 million. This is primarily driven by increased
anticipated cost reductions in Meter Reading; including a $2.3 million
increased reduction based on the deployment of AMI meters, and a $3.3
million reduction expected due to Cellnet contract renegotiation. These
reductions are partially offset by elimination of Cellnet credits totaling $1.1
million in 2022. Reductions also are expected to continue in postage of

approximately $151,000, offset by labor increases of $171,000.

C. O&M Budgets by Business Function

PLEASE SUMMARIZE CUSTOMER CARE O&M EXPENSE BY BUSINESS FUNCTION.
Table 3 below provides an overall view of Customer Care O&M expense
levels since 2016. Please see Exhibit_ (CCC-1), Schedule 2 for additional
details regarding Customer Care O&M expense. As I discussed above, overall
Customer Care O&M levels have remained relatively flat over a significant

period of time. I discuss below some of the variations that have occurred in
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the various functional areas of Customer Care for the 2016 to 2022 period. I

discuss the drivers of Customer Care’s 2020 through 2022 plan year expense

levels in Section I1.B above.

Billing
Services
Contact
Center

Credit and
Collections
Vice
President &
Customer
Operations
Meter
Reading
and Field
Collections
Total

Customer

Care O>M

Customer Care O&M by Business Area —
NSPM Electric ($ millions)

Table 3

Historic Actuals July 2020
2019 Test
2016 2017 2018 Forecast Year
$8.2 $7.7 $7.4 $7.8 $8.2
$4.6 $4.3 $4.0 $4.0 $4.0
$2.4 $2.4 $2.3 $2.1 $2.2
$1.7 $1.7 $1.6 $1.7 $1.7
$20.3 $20.7 $21.2 $21.5 $21.39
$37.3 $36.8 $36.4 $37.1 $37.59

2021
$7.96

$3.98

$2.27

Percent
Plan Years Change
2016 -
2022 2022
$7.7 -6.2%
$4.0 -13.4%
$2.3 -3.7%
$1.8 5.7%

$1.78

$21.0

$37.0

$16.5 -19.0%

$32.3 -13.3%

Due to rounding, there may be differences between the sum of the individual category amounts and total amonnts.

2

1.

Billing Services

PLEASE DESCRIBE THE CHANGE IN BILLING SERVICES O&M.

From 2016 through 2022, the Billing Services O&M budget decreases by 6.2

percent. We are able to achieve this reduction through increased customer

adoption of electronic billing and payment channels helping to offset postal

17

Docket No. E002/GR-19-564

Cardenas Direct



O oo 4 & B~ LN -

N N —m k) k)l e, ) |, ) s
—_ O v oo 1 N LU AW N -, O

2

rate increases; billing work automation; and other process improvements and

efficiencies.

2. Customer Contact Center

PLEASE DESCRIBE THE CHANGE IN CUSTOMER CONTACT CENTER O&M.

The Customer Contact Center O&M budget decreases by 13.4 percent from
2016 to 2022. This is primarily due to increased customer use of automated
interaction channels, including the IVR system, which has helped to lower
labor costs through reduced staffing needs. While Contact Center entry-level
wage rates have increased, given more competitive labor markets, we have
seen agent-handled call volume decline over time. We are focusing on
resolving customers’ needs efficiently on the first call. We recognize that calls
coming into our contact centers are more complex, as simpler transactions are

increasingly completed through automated means.

Tables 4 and 5 below illustrate Minnesota customers’ increased use of the IVR
system, as well as total Minnesota call volume trends. Call volume has
generally been declining over time, as customers continue to increase their use
of digital interaction channels, including the IVR. There is always some
variability from year to year, with weather primarily influencing the volume of

both power outage and billing-related calls.
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Table 4

Minnesota Customer IVR Utilization Rate — State of Minnesota

2019
2014 2015 2016 2017 2018 YTD
(through
September)
Percent of Calls o 0 0 0 o 0
Handled in tha TR | 537 58% 58% 58% 61% 60%
Table 5
Customer Call Volume — State of Minnesota
2019
2014 2015 2016 2017 2018 YTD
(through
September)
Total Offered Calls | 5 54 475 3940849 3970416 | 3439419  3372,034 2,563,781
(Agent and IVR)
Average Monthly 351 506 308404 | 330868 286,618 281,003 284,865
Call Volume

3. Credit and Collections
PLEASE DISCUSS CREDIT AND COLLECTIONS O&M.
A. The Credit and Collections O&M budget decreases by 3.7 percent from 2016

>

to 2022. This decline is primarily due to increased use of more cost-effective
and efficient customer outreach methods, such as email and calls, for
proactive outbound credit campaigns to the Company’s past-due customers.
These campaigns integrate with our IVR system to facilitate more automated
customer payments. IVR functionality has also been expanded to enable
disconnected customers to set up reconnection of their service through the
IVR and to establish payment arrangements. Analytics have also helped to

turther target cost-effective customer outreach etforts.
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4. Vice President and Customer Operations
PLEASE DISCUSS THE VICE PRESIDENT AND CUSTOMER OPERATIONS O&M.
The Vice President and Customer Operations O&M budget is projected to
increase by 5.7 percent from 2016 to 2022, which is a $98,000 increase over
five years. The main cost drivers are performance-based wage increases
($59,000) and increased automated customer notifications ($45,000), which are
used to keep customers informed of outage status and provide billing and

payment reminders.

5. Meter Reading and Field Collections

WHAT 1S THE COMPANY’S CURRENT METER READING PROCESS?

The Company currently uses Automated Meter Reading (AMR) technology,
which it implemented beginning in the mid-1990s. Meter readings are
collected and provided to the Company via a proprietary network by Cellnet,
our current meter reading services vendor. Informational meter readings are
generally provided daily and billing quality readings are provided once per
billing cycle, with the billing quality readings used to generate the monthly
customer bill. In addition to providing the meter readings, Cellnet owns and
maintains the communication network and software used to transmit the
readings. Cellnet also owns and maintains electric meter communication
modules, which refers to the radio interface that is installed as part of the
electric meter. The Company’s payments to Cellnet for these services are

reflected as O&M expense in our budgets.

PLEASE DISCUSS THE METER READING AND FIELD COLLECTIONS O&M.
The Meter Reading and Field Collections O&M budget is projected to decline
by 19 percent from 2016 to 2022. Through recent negotiations with Cellnet,
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the Company successfully removed an annual cost escalation factor tied to
economic indicators. This is reflected in relatively flat O&M budgets starting
in 2019 and 2020. The elimination of this cost escalation factor will continue
through the remaining life of the contract. This will be a significant benefit in
managing meter reading O&M cost during the next several years. Contract
negotiations also resulted in lower meter reading services fees starting in 2022
that continue for the life of the remaining contract. Additional budget
reductions in this business area in 2021 and 2022 are dependent upon
deployment of AMI meters. In Section V, I discuss the expiration of the
Cellnet contract; the Company’s planned deployment of AMI meters, and the

resulting impacts to meter reading costs.

III. COMMODITY BAD DEBT EXPENSE

A. Introduction

WHAT IS COMMODITY BAD DEBT EXPENSE?

Commodity bad debt expense is billed commodity revenue for electric and
natural gas service that is considered uncollectible from customers.
Commodity revenue refers to the revenue billed to the Company’s customers
for the cost of utility service, including fuel charges and all regulated charges
to customers, such as riders. This definition represents virtually all of the
Company’s billed retail customer revenue. It does not include comparatively
minor ancillary charges such as damage claims, which are considered “non-

commodity” revenue, discussed in Section IV of my testimony.
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PLEASE SUMMARIZE THE COMPANY’S PROPOSED TEST YEAR COMMODITY BAD
DEBT EXPENSE.

For the 2020 test year, we propose a 0.35 percent of revenue ratio. On a State
of Minnesota Electric Jurisdiction level, this represents commodity bad debt
expense of $11.3 million. I discuss the bad debt expense budget and forecast
process in Part B, the methodology we use to determine our bad debt ratios
and proposed bad debt expense levels and trending in Part C, and the
allocation methodology for commodity bad debt expense between electric and

gas operations in Part D.

How DO THE 2020-2022 PROPOSED BAD DEBT EXPENSE LEVELS COMPARE TO
PREVIOUS LEVELS?

The 2020 through 2022 bad debt expense levels continue to be relatively
stable following a significant decline from 2008, when the Company’s bad

debt expense ratio was at 0.65 percent.

B. Bad Debt Expense Budget and Forecast Process

HoOw DOES THE COMPANY BUDGET AND FORECAST COMMODITY BAD DEBT
EXPENSE?

In general, we recognize commodity bad debt expense through a combination
of: (1) estimating an amount of accounts receivable reserve (or provision)
associated with outstanding receivables that will be unrecoverable; and, (2)
writing-off uncollectible accounts not previously reflected in this reserve.
From the combination of these amounts, we derive a weighted average ratio
of bad debt to overall billed commodity revenue. To determine forecasted

bad debt expense, as is necessary for budgeting purposes and for a rate case,
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the Company applies this bad debt ratio to forecasted commodity revenues

and allocates it between its electric and natural gas operations.

WHY IS IT REASONABLE TO ESTIMATE BAD DEBT EXPENSE BASED UPON A
RATIO OF BAD DEBT EXPENSE TO COMMODITY REVENUE?

Using a ratio of billed commodity revenue is reasonable because there is a
direct relationship between billed commodity revenue and bad debt expense.
In particular, as billed commodity revenue increases and decreases, bad debt
proportionately increases and decreases. This practice is commonly used by
industry groups, as verified by the Edison Electric Institute (EEI), and this

trend is also supported by historical data.

WHAT FACTORS IMPACT COMMODITY BAD DEBT EXPENSE?

All else being equal, commodity bad debt expense varies directly with billed
commodity revenues. Other factors affecting bad debt expense include
changes in credit policy, external considerations such as the economy, low
income energy assistance programs, levels of business bankruptcies, as well as

the efficiency of the Company’s supporting processes and operations.

CAN YOU ILLUSTRATE THE CORRELATION BETWEEN BILLED COMMODITY
REVENUES AND THE RESERVE FOR BAD DEBT?
Yes. Figure 3 below illustrates the historical correlation between billed

commodity revenues and the change in bad debt reserve.
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Figure 3
Billed Commodity Revenues and

Bad Debt Expense NSPM Total Company
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DOES THE FUEL FORECAST IMPACT COMMODITY BAD DEBT EXPENSE?

Yes. The revenue forecast is a primary input to the bad debt expense forecast,
and the fuel cost forecast is used in developing the revenue forecast.
Therefore, the relationship of fuel cost increases and decreases are directly
correlated to changes in revenues, and ultimately bad debt expense budgets
and forecasts. Once the revenue forecast is complete, the bad debt expense
model uses that forecast as an input so that the bad debt expense forecast

directly reflects forecasted changes in revenue.
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HOW DO YOU CALCULATE THE ACCOUNTS RECEIVABLE RESERVE PORTION OF
BAD DEBT EXPENSE?

We calculate the reserve by applying provisioning factors to various aging
categories of outstanding arrears for both active and inactive customers. A
provisioning factor is the percentage of the accounts receivable estimated to
eventually prove uncollectible. In general, as arrears age, and as they move
with our customers from active to inactive status, we apply a higher
provisioning factor to reflect the declining likelihood that we will collect the
tull outstanding balance. These reserve amounts are updated monthly and are
combined with net write-offs to become the total bad debt expense for the

period.

HoOw DOES THE COMPANY KNOW THAT ITS PROVISIONING FACTORS ARE
REASONABLE?

The provisioning factors we apply to outstanding arrears are developed from
annual reserve studies in which we analyze historical customer payment
behavior data and consider contributing factors such as the sales forecast and
underlying fuel forecast, any changes in credit policy, and external
considerations such as the economy. Our most recent reserve study was
completed in June 2019. Due to a new credit loss accounting standard that
will become effective for the Company in 2020, we are reviewing our reserve
study model to determine what changes may be needed for compliance. We
plan to modify our provision model to start reserving for unbilled revenue,
which would be reserved at the lowest provision rate used for billed revenue

that is not past due.

25 Docket No. E002/GR-19-564
Cardenas Direct



O© oo 41 & Ut B~ LN -

NN NN NN NN N R, e, e, s e e e e
~ &N ol A LN, O Y 0N U AW, O

IS THE IMPACT OF LOW-INCOME PROGRAMS REFLECTED IN THE COMPANY’S
2021 THROUGH 2022 PLAN YEAR BAD DEBT EXPENSE?

Generally, yes. Low-income programs (ze. Low Income Home Energy
Assistance Program (LIHEAP), our Electric Low Income Discount Rider,
and/or our Gas Affordability Program) help low-income customers pay
amounts due for energy services, thereby reducing outstanding receivables.
To the extent the remaining balance of these customer accounts are later
written off per current Company policy (Exhibit  (CCC-1), Schedule 4, is
the Company’s Write-Off Policy), low-income payment programs help reduce
the amount of the write-off, and thus bad debt expense. We work closely with
our customers and agencies to try to maximize customers’ participation in
energy assistance funding and programs. While we believe state funding
appears relatively consistent for the plan years, federal funding is reviewed
annually and subject to change. Table 6, below, shows historical customer
participation in LIHEAP and other energy assistance programs from 2016

through 2018.

Table 6
LIHEAP and Energy Assistance Program

Historical Participation

Households Participants County Assistance,

Disbursements Disbursements
Fuel Funds, other)

2016 58,810 52,944 $11.4 N/A $29.0
2017 55,377 52,834 $11.5 N/A $25.3
2018 55,223 53,843 $10.3 $1.3 $30.1

26 Docket No. E002/GR-19-564
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$40.3
$36.9
$40.5
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WHAT DOES THE COMPANY DO TO MANAGE BAD DEBT EXPENSE,

PARTICULARLY WHEN REVENUES ARE INCREASING?

We continue to use a combination of approaches to manage bad debt

expense, including:

Proactively contacting delinquent residential customers through
targeted contacts, including emails and outbound calls;

Close monitoring of commercial accounts and industry trends, and
work to keep these customers as current as possible to minimize
potential bankruptcy impacts;

Focused management of collection agency practices to help improve
collections from customers whose debt had previously been written off;
Developing advanced analytical methods to ensure the most efficient
and effective credit activities are utilized; and

Strong support of energy assistance programs that help the Company’s

most at-risk customers.

We continually monitor our level of bad debt expense and the factors that

influence it, and take action to respond through process or other changes. I

discuss specific activities that Customer Care has implemented in an effort to

manage bad debt expense in conjunction with my discussion of our bad debt

expense trend in Part C below.

C.

Test Year Bad Debt Calculation
1. Bad Debt Ratios and Trend

How wAS THE 2020 BAD DEBT RATIO CALCULATED?

The 2020 bad debt ratio was calculated by averaging bad debt expense as a

percent of revenue for the 24-month period ended June 30, 2018.
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Exhibit__ (CCC-1), Schedule 5 includes a detailed calculation of the bad debt

ratio.

HoOW DID YOU DERIVE THE 2021 THROUGH 2022 BAD DEBT RATIOS?
The bad debt ratios for 2021 through 2022 were calculated using the same
methodology as 2020.

Is THE COMMODITY BAD DEBT RATIO OF 0.35 THE COMPANY PROPOSES FOR
THE 2020 TEST YEAR AND 2021 THROUGH 2022 REASONABLE?

Yes. As shown in Table 7 below, our bad debt ratio has remained relatively
stable since 2016. Also, the 0.35 ratio we propose for 2020 - 2022 closely
aligns with our 2016 - 2018 actual bad debt expense ratios. Our commodity
bad debt ratio forecast for 2019 is lower due to one-time refunds posted to
customer accounts in 2019 associated with the Tax Cut and Jobs Act (TCJA).
Minnesota electric customers received TCJA refunds totaling $144 million in
May 2019. These one-time refunds will not occur in future years. Commodity
bad debt ratios for NSPM are forecasted based on the total company,

including electric and natural gas commodities.

Table 7
Commodity Bad Debt Ratio — NSPM Total Company

Actuals July Test Plan Years
Forecast Year
2016 2017 2018 2019 2020 2021 2022

0.35% | 0.36% | 0.36% | 0.32% 0.35% 0.35% 0.35%

Note: The 2019 forecast is lower becanse it includes the impact of one-time TCJA customer
refunds.
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2. Bad Debt Expense and Trend
WHAT IS THE PROPOSED 2020 COMMODITY BAD DEBT EXPENSE?
We propose a commodity bad debt expense of $14.7 million for NSPM Total
Company, which translates to a 2020 test year commodity bad debt expense of
$11.3 million for the State of Minnesota Electric Jurisdiction. We provide
detailed calculations supporting the 2020 test year commodity bad debt
expense as Exhibit__ (CCC-1), Schedule 6.

WHAT 1S THE PROPOSED 2021 THROUGH 2022 COMMODITY BAD DEBT
EXPENSE?

We propose a 2021 commodity bad debt expense of $15.1 million for NSPM
Total Company, which translates to a 2021 plan year commodity bad debt
expense of $11.6 million for the State of Minnesota Electric Jurisdiction. For
2022, we propose NSPM Total Company commodity bad debt expense of
$15.4 million, which translates to a 2022 plan year commodity bad debt
expense of $11.9 million for the State of Minnesota Electric Jurisdiction. We
provide detailed calculations supporting the 2021 through 2022 plan years
commodity bad debt expense as Schedule 6.

HOW WAS THE PER-YEAR BAD DEBT EXPENSE CALCULATED?

We calculate the commodity bad debt expense level by applying the bad debt
ratio for each year to each year’s total Company forecasted commodity
revenues. We then allocate the proposed bad debt expense to the State of
Minnesota Electric Jurisdiction through an allocation process that I discuss in

Section III.LE of my testimony.
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Q. How DO 2020 THROUGH 2022 BAD DEBT EXPENSE LEVELS COMPARE TO

A.

HISTORICAL BAD DEBT EXPENSE LEVELS?

Table 8 below presents the trend of the Company’s commodity bad debt
expense since 2016. Commodity bad debt expense is expected to increase
slightly from 2020 through 2022 due to increasing revenue. Bad debt as a
percent of revenue is expected to stay flat at 0.35 percent from 2020 through
2022. This is consistent with 2016 and slightly lower than 2017 and 2018. As
stated earlier in my testimony, bad debt as a percent of revenue is forecast at
0.32 percent for 2019, which is lower than historical trending and future

tforecasts due to the one-time impact of TCJA customer refunds this year.

Table 8
Commodity Bad Debt Expense Trend —
State of Minnesota Electric

($ millions)

Actuals July Test Year Plan Years
Forecast
2016 2017 2018 2019 2020 2021 2022
$10.46  $10.69 = $11.50 $10.24 $11.26 $11.57 $11.85

PLEASE DISCUSS THE TREND IN THE COMPANY’S COMMODITY BAD DEBT
EXPENSE.

Table 8 above shows the Company’s bad debt expense has generally increased
since 2016. The primary reason is the increase of approximately $519 million
in NSPM Total Company billed commodity revenue from 2016
(approximately $4.0 billion) to 2022 (approximately $4.5 billion) as reflected in
Schedule 6.
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HOW DOES THE COMPANY’S TOTAL BAD DEBT EXPENSE COMPARE TO OTHER
UTILITIES?

The Company’s bad debt expense compares favorably to other utilities as
reflected in FERC account 904 expenses.® For the 2014-2018 period, which is
the most current information available, the combination of the Company’s
total commodity and non-commodity bad debt expense has consistently been
below the mean expense level of other utilities. We provide a summary of this

expense level comparison in Table 9 below.

Table 9
Customer Records and Uncollectible Expense per

Retail Customer Comparison

2014 2015 2016 2017 2018
NSPM Total Company $9.97 $8.33 $8.61 $8.87 $9.28

Competitor Group (mean) $13.92 $13.68 $13.52 $10.53 $12.38
Source: S&&P Global Intelligence Platform

D. Allocation Methodology

HoOw DOES THE COMPANY ALLOCATE COMMODITY BAD DEBT EXPENSE
BETWEEN ELECTRIC AND NATURAL GAS OPERATIONS?

We allocate bad debt expense to our natural gas and electric operations
consistent with the process by which debt is written off. Total bad debt
expense is assigned at a total Operating Company level, because customer
payments and write-offs are recorded to the customer’s overall account — not

separately for electric and gas service. Therefore, because we have combined

¢ FERC account 904 is “charged with amounts sufficient to provide for losses from uncollectible utility
2
revenues.
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electric and gas customers who pay for utility service on an integrated basis,

the bad debt expense is also integrated at a customer account level.

To differentiate bad debt expense between gas and electric service, we use an
allocation to reasonably approximate the proportions of electric and gas
utilities” bad debt expense. After applying the bad debt ratio to total NSPM
commodity revenue, the resulting amount is allocated to the Minnesota
jurisdiction and between the electric and gas utilities by using a rolling four-
year total of revenues to utility and jurisdiction. The allocator in the 2020 test
year is developed based on the four previous calendar years’ actual operating

revenues from the corporate income statement, which we update every April.

Using this methodology, the amount of bad debt expense allocated to the
State of Minnesota Electric Jurisdiction utility operations for 2020 in this case
is 76.8 percent of the total bad debt expense for the Company. Essentially,
this reflects the fact that Minnesota electric commodity revenues equaled 76.8
percent of NSPM commodity revenues during the January 2015 through
December 2018 period.

DID YOU USE THE SAME ALLOCATION PERCENTAGE FOR THE 2021 THROUGH
2022 PLAN YEARS?
Yes. The 2021 through 2022 plan years use the same allocation percentage as
the 2020 test year.
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HAS THE COMPANY USED THIS ALLOCATION METHODOLOGY IN ITS PREVIOUS
RATE CASES?

Yes. This is the same methodology used in all recent rate cases, including the
2016 rate case (Docket No. E002/GR-15-826) and the Company’s most
recent natural gas rate case (Docket No. G002/GR-09-1153).

IV. NON-COMMODITY BAD DEBT EXPENSE

WHAT IS NON-COMMODITY BAD DEBT EXPENSE?
Non-commodity bad debt expense is billed revenue that is considered
uncollectible for everything other than electric and natural gas service. The
non-commodity bad debt budget categories align with functional business
areas and include the following:
o Customer Care: Miscellaneous charges such as returned check and
connection-related fees;
o Distribution Operations: Contributions In Aid Of Construction; charges
for requests made by customers for non-standard equipment or set-up;
claims against third parties that damage the Company’s electric and gas

facilities.

WHAT IS THE 2020 TEST YEAR AMOUNT FOR NON-COMMODITY BAD DEBT?

The 2020 test year non-commodity bad debt expense for the State
of Minnesota Electric Jurisdiction is $230,000. Detailed calculations supporting
the test year non-commodity bad debt expense are provided in Exhibit  (CCC-
1), Schedule 7.
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Q.

A.

Q.
A.

WHAT ARE THE 2021 THROUGH 2022 PLAN YEAR AMOUNTS FOR NON-

COMMODITY BAD DEBT EXPENSE?

The 2021 through 2022 plan year non-commodity bad debt for the State of

Minnesota Electric Jurisdiction is $230,000 each year. I provide the details as

Schedule 7 to my testimony.

HOW DO THESE AMOUNTS COMPARE TO PAST YEARS?

Table 10 below provides actual non-commodity bad debt expense amounts

tor the 2016-2018 period, the 2019 forecast, the 2020 test year, and the 2021

through 2022 plan year amounts.

Table 10

Non-Commodity Bad Debt Expense Trend

State of Minnesota Electric Jurisdiction

($ millions)

July
Forecast

2016 2017 2018 2019
$0.69 | $0.76 $0.51 $0.27

Actuals

Test Year
Proposed

2020
$0.23

Plan Years Proposed

2021 2022
$0.23 $0.23

Q. WHAT ARE THE AMOUNTS FOR THE INDIVIDUAL BUSINESS AREAS?

A.

I provide the details as Schedule 7 to my testimony, and summarize the

amounts in Table 11 below:
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Table 11
Non-Commodity Bad Debt Expense by Business Area

State of Minnesota Electric Jurisdiction

($ millions)

July Test
Actual Expense Forecast | Year Plan Years
2016 2017 2018 2019 2020 2021 2022
Customer Care $0.09 $0.08 $0.08 $0.07 $0.08 $0.08 $0.08
Distribution $0.60 $0.68 $0.44 $0.19 $0.15 $0.15 $0.15
Operations
Total $0.69 $0.76 $0.51 $0.27 $0.23 $0.23 $0.23

Q. How DID THE COMPANY DEVELOP THE 2020 THROUGH 2022 NON-

COMMODITY BAD DEBT EXPENSE LEVELS?

A. Each of the functions identified above assesses its current reserve in light of

expected test year activities, such as expected billing amounts and Company

credit policies, and then budgets accordingly.

V. THE ADVANCED GRID INFRASTRUCTURE
AND SECURITY INITIATIVE

Q. WHAT INFORMATION DO YOU PROVIDE IN THIS SECTION OF YOUR

TESTIMONY?

A. In this section, I discuss Customer Care’s responsibilities with respect to

implementation of the Company’s proposed Advanced Grid Infrastructure
and Security (AGIS) initiative. Specifically, Customer Care is responsible for
meter reading and billing, as well as direct customer contacts that will support

and facilitate AGIS implementation. I discuss the impacts and benefits of
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AGIS from the Customer Care perspective. I provide details on how the
Customer Care team will manage customer questions and concerns as the
AGIS initiative is being deployed, the framework of a customer opt-out
option, and how advanced grid capabilities will enable new products and
services for our customers. I also discuss impacts to Customer Care
operational and customer service metrics, and how the Company plans to

track and report progress metrics as AGIS is implemented.

HOW 1s THE COMPANY PRESENTING ITS OVERALL SUPPORT FOR THE AGIS
INITIATIVE?

In addition to my testimony, a discussion of the overall AGIS initiative and
customer experience is provided in the Direct Testimony of Mr. Gersack.
The budget for AGIS implementation is primarily split between the
Distribution Operations and Business Systems areas of the Company, as those
areas are responsible for implementing the technologies and systems for the
AGIS initiative. Company witnesses Ms. Kelly A. Bloch and Mr. David C.
Harkness provide testimony for those business areas, respectively. Mr.
Gersack provides support for program management costs and the overall
AGIS customer experience. A summary of AGIS cost and benefits analyses
are addressed in the Direct Testimony of Company witness Dr. Ravikrishna

Duggirala.

HOW 1S THIS SECTION OF YOUR TESTIMONY ORGANIZED?
I first describe the AGIS initiative and Customer Care’s role with respect to
implementation. This includes an overview of the impacts, benefits and

opportunities associated with AGIS from the Customer Care perspective.
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I then discuss our current meter reading technology, what will change with
installation of advanced meters, and how that affects meter reading

operations.

Next, I discuss how Customer Care will provide support for AGIS during the
advanced meter installation phase. While Mr. Gersack describes our overall
customer education plan, I discuss how Customer Care will work in
conjunction with Customer Communications to ensure customers are
informed about the new meters and capabilities, and that we answer all
questions as they arise. This includes plans for the Company’s contact center
as well as the meter installation vendor as it relates to direct contact with our
customers. I also discuss the opt-out framework we have developed for

customers who choose to decline advanced meter installation.

I then discuss impacts to billing operations and the minimal changes necessary
to enable AMI billing. I also discuss how AGIS implementation will enable
new capabilities, products and services, and the benefits related to Customer
Care and certain other business areas that intersect. I detail which capabilities
will be available to customers upon installation of the advanced meters, and
which will be enabled through new products or services that will require
separate Commission approval. For example, these future filings may address
a pre-pay option for customers, use of remote reconnection and disconnection
capabilities, or full residential time of use rates. We recognize that these new
products and services will require additional filings with the Commission and
may involve a stakeholder engagement processes to inform development, but

they are important to understand in assessing the potential benefits of AGIS.
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I also provide details related to the quantifiable benefits of AGIS
implementation that are related to Customer Care. I describe these benefits
here to support their inclusion in the Cost Benefit Analysis (CBA) as discussed

by Dr. Duggirala.

Finally, I discuss tracking and reporting of Customer Care’s operational and
quality of service metrics. For those metrics that we expect will be impacted
by AGIS implementation, I discuss how the Company plans to track and
report these metrics as AGIS is implemented. I also discuss future filings with
the Commission and separate proceedings that may be necessary to ensure
stakeholder review and input relative to the Company’s service quality

reporting.

A.  AGIS Overview

WHAT 18 AGIS?

The AGIS initiative is a comprehensive plan that will advance the Company’s
electric distribution system, provide customers with more choices, and
enhance the way the Company serves its customers. AGIS provides the
foundation for an interactive, intelligent, and efficient grid system that will be
even more reliable and better prepared to meet the energy demands of the

future.

TO PROVIDE A FRAMEWORK FOR THE REMAINDER OF YOUR TESTIMONY,
PLEASE IDENTIFY THE CORE COMPONENTS OF AGIS THAT WILL IMPACT THE
CUSTOMER CARE ORGANIZATION.

As outlined in Mr. Gersack’s testimony, and discussed in detail in the

testimonies of Ms. Bloch and Mr. Harkness, the core components of AGIS
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that will impact Customer Care are the Advanced Metering Infrastructure

(AMI) and the Field Area Network (FAN).

o AMI is an integrated system of advanced meters, communication

networks, and data processing and management systems that enables
secure two-way communication between the Company’s business and
operational data systems and customer meters. AMI enables timely
monitoring and communication between the meter and Advanced
Distribution Management System (ADMS) about, among other things,
energy usage and outages, and is a necessary first step to better customer
data, enhanced customer service, and the addition of applications and

options for future energy management and optionality.

The FAN is the communications network that will enable communications
between the existing communications infrastructure for the distribution

system and the new advanced grid components.

These two components work in conjunction with the foundational ADMS

that the Company is currently implementing.

WHAT IS THE OVERALL IMPLEMENTATION SCHEDULE FOR AGIS?

As outlined by Mr. Gersack, the Company already has begun limited

deployment of AMI and the FAN to support the Company’s residential Time
of Use (TOU) pilot scheduled to launch in April 2020. To ensure

communications are in place for AMI functionality, the FAN deployment

precedes AMI by approximately three to six months. Beyond the TOU pilot

phase, our present AMI plan for Minnesota is to begin full AMI deployment
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in 2021 and to conclude in 2024, in anticipation of the end of the support for
AMR meters and the end of our present service agreement. Ms. Bloch and

Mr. Harkness describe the implementation plan in more detail.

How WILL THESE COMPONENTS IMPACT THE CUSTOMER CARE
ORGANIZATION?

The availability of detailed and timely data, system automation, and
communications enhancements, will impact and provide benefits for our
customers and the Customer Care organization. As discussed in detail in Mr.
Harkness’ testimony, work of the Business Systems organization will include
integration of AMI with “back office applications,” meaning the software
applications that support the Company’s customer service needs, billing,
payment remittance, service order management, outage management, meter
reading, and asset inventory lifecycle management applications to utilize the
customer data, outage data, and other information supplied by the advanced
distribution grid. This will enable changes to current business practices, and

positively transform the nature of interactions with our customers.

Further, as I will describe below, the process changes enabled by advanced
grid implementation will help reduce Customer Care O&M expenses in meter

reading, and potentially other areas.

ARE THERE SPECIFIC COSTS FOR AGIS IMPLEMENTATION IN THE CUSTOMER
CARE BUDGET IN THIS CASE?

No. The overall budget to implement AGIS is split between the Distribution
Operations and Business Systems budgets, which are presented and supported

in the testimonies of Ms. Bloch and Mr. Harkness. However, O&M cost
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reductions attributed to reduced meter reading costs as a result of AGIS
implementation are reflected in Customer Care’s MYRP O&M budget in this

case. I discuss this O&M cost reduction further in the next section.

ARE THERE OTHER QUANTIFIABLE BENEFITS OF AGIS IMPLEMENTATION
RELATED TO THE CUSTOMER CARE ORGANIZATION?

Yes. As it relates to the Customer Care organization, AMI technology enables
cost reductions primarily due to remote connection and disconnection
capabilities and improved data and analytics. Specifically, the Company
anticipates benefits related to reductions in energy theft, consumption at
inactive premises, and uncollectible/bad debt. I address these quantifiable
benefits in Section F below, and Dr. Duggirala discusses how these benefits

are reflected in the CBA.

ARE THESE COST REDUCTIONS INCLUDED IN CUSTOMER CARE’S MYRP
BUDGETS IN THIS CASE?

No. Unlike the meter reading O&M expense reduction, these benefits are not
anticipated during the term of the multi-year rate plan. In addition, realization

of these benefits may require future filings and Commission approvals.

B. Meters and Meter Reading

1. Current Meter Technology and Service Agreement
PLEASE DESCRIBE THE COMPANY’S CURRENT METER TECHNOLOGY AND
METER READING SERVICE AGREEMENT.
As discussed above, the Company currently uses AMR technology. Meter
readings are collected and provided to the Company via a proprietary network

by Cellnet. In addition to providing the meter readings, Cellnet owns and
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maintains the communication network and software used to transmit the
readings. Cellnet also owns and maintains meter communication modules
which refers to the radio interface that is installed as part of the electric meter.
The Company’s payments to Cellnet for these services are reflected as O&M

expense in our budgets.

The Cellnet AMR system in service in Minnesota is nearing end of life.
Cellnet has informed the Company that it will stop manufacturing the AMR
meter reading modules and components compatible with the current system in
2022, so there will be no support for ongoing maintenance after that time.
Further, our current contract with Cellnet for meter reading services ends at

the end of 2025, with an option to extend it through 2026 at increased cost.

Given these circumstances, the Company must plan an electric metering
solution for the years 2022 and beyond. Ms. Bloch and Mr. Harkness discuss
the Company’s approach to this process, our consideration of alternatives, and
the additional customer and system benefits enabled by advanced metering
technology. Below 1 describe how the AMI and FAN solutions affect

customers through our Customer Care organization.

2. AMI and Meter Reading Cost Reductions
PLEASE DESCRIBE, AT A HIGH LEVEL, THE AMI TECHNOLOGY THE COMPANY
IS PROPOSING TO IMPLEMENT.
AMI is a system of advanced meters, communication networks, and data
processing and management systems that enables secure two-way
communication between Xcel Energy’s business and operational data systems

and customer meters. AMI enables timely monitoring and communication
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about, among other things, energy usage and outages, and is a necessary first
step to better customer data, enhanced customer service, and the addition of

applications and options for future energy management and optionality.

PLEASE DISCUSS THE CURRENT CELLNET CONTRACT IN LIGHT OF THE
PLANNED TRANSITION TO AML.

The current Cellnet contract requires the Company to pay for meter reading
services for a minimum of two million (total electric and gas) meters through
December 31, 2021. The Company currently has 2.4 million Cellnet meters in
service. Beginning in 2022, the Company can reduce meter reading costs
when it transitions below two million Cellnet meters as a result of our
anticipated AMI deployment schedule. Customer Care’s meter reading O&M
expenses would decline over time as AMI electric meters are deployed in
Minnesota. These reductions are incorporated into our O&M budget in this

case.

HOW WILL METER READING CHANGE AFTER AMI DEPLOYMENT?

AMI technology will provide for automated meter reading via the Company-
owned FAN communications network. There may be instances when a meter
is not read by the AMI system, primarily due to network communication
issues or meter issues. In these cases, the meter will be manually read, which
is the same as we do today when the Cellnet system is unable to communicate
with a specific meter. In addition, there may be customers who opt-out of
AMI meter installation, which will require that the Company manually read
meters for these customers. In the following section, I discuss the Company’s

plans for allowing customers to opt out of an AMI meter if they choose.
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WHAT ARE THE FORECASTED METER READING O&M COST REDUCTIONS
ASSOCIATED WITH AMI DEPLOYMENT?

The forecasted O&M cost reductions associated with AMI deployment that
are reflected in Customer Care’s 2020 through 2022 budgets are represented in
a separate line item “reduction” based on our forecasted deployment timeline.
O&M budget reductions would generally grow over time as meters are
deployed, reaching almost $8.9 million in annual savings by 2024. These cost
savings are shown in Table 12 below.

Table 12
Anticipated Customer Care O&M Savings in Meter Reading Costs

From AMI Electric Meter Deployment

State of Minnesota Electric

Year Customer Care Annual AMI Cumulative AMI
O&M Savings Meter Deployment Meter Deployment

2019 $4,000 8,916 8,916

2020 $95,000 8,584 17,500

2021 $786,000 121,800 139,300

2022 $3,097,000 630,000 769,300

2023 $8,231,000 590,000 1,359,300

2024 $8,875,000 40,000 1,399,300

These reductions are reflected in Customer Care’s O&M budget forecasts
for 2020-2022 in this case. In Section F, I discuss how the Cost-Benefit
analysis presented by Dr. Duggirala incorporates this reduction over the

term addressed by the CBA.

44 Docket No. E002/GR-19-564
Cardenas Direct



O© oo 4 & Ut B~ LN -

[N T NS T NG TN NG TR NG TR NG T NG JR NG YN S G U G U U\ U\ N - G W G
BN G B O S S = IN- R o < BN o) W © ) I~ G B \O I )

C. AMI Installation

1. Customer Care Support for AMI Installation
WHAT ARE CUSTOMER CARE’S PLANS TO SUPPORT AMI INSTALLATION
BEGINNING IN 20217
Customer Care is working closely with Customer Communications to support
all phases of the Customer Communications and Education Plan
(Communications Plan) discussed in Mr. Gersack’s direct testimony. This
Communications Plan is designed to inform customers before, during, and
after AMI deployment regarding what they can expect and how they can use
and benefit from AMI.

HOW WILL YOU PREPARE CUSTOMER CARE EMPLOYEES TO PROVIDE SUPPORT
TO CUSTOMERS REGARDING THE AMI DEPLOYMENT?

Training for Customer Care employees is an important step to enhance
customer understanding and satisfaction, as well as reduce customer
complaints. In anticipation of AMI deployment in Colorado, we have already
developed and started to deliver training to Customer Care employees
regarding AMI technology, the benefits for customers, and how it will impact
their work. This training will help prepare our employees for Minnesota AMI
meter deployment, as well as for deployments in other states, such as

Colorado.

Training has been and will continue to be developed and delivered based on
an employee’s role in the organization, what they need to know to do their
job, and when they need to know it. The Company has utilized training
experts from inside and outside the organization to create the training

developed so far. Training development and delivery is an existing function
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and competency within the Company today. Customer Care employees
receive training throughout the year to perform their jobs well and learn about
changes impacting their work to best serve customers. AMI-related training
development and delivery will continue as new knowledge needs to be shared

over time.

All Customer Care employees will take general AMI program overview
training to become familiar with the technology, benefits and general program
plan. After that, training will be tailored to an employee’s role. For example,
a contact center agent would take training regarding the Minnesota TOU pilot,
how a customer can opt out of the TOU pilot, and how to handle an AMI-
related customer inquiry. Some of the training is universal and applies to AMI
implementation in any state. Other training will be targeted to a particular
state’s deployment and offerings. The training is delivered and assigned
through an online Learning Management System (LMS) for efficient delivery

and tracking to insure completion within appropriate timeframes.

WHAT EFFORTS WILL THE COMPANY UNDERTAKE TO HELP MITIGATE ANY
INCONVENIENCE TO CUSTOMERS DURING AMI DEPLOYMENT?

The Communications Plan noted earlier uses an integrated, expansive, and
multi-channel approach to reach as many customers a possible. The plan is
designed to build awareness of advanced grid capabilities, proactively educate
customers about the AMI installation process, and keep customers informed
at every stage leading up to installation and during installation. Customer Care
is working closely with Customer Communications to provide the necessary
information and answer questions when customers contact our call centers.

In addition, as I discuss in the next section, we are developing plans with
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respect to our meter installation vendor as they will also have direct contact

with our customers.

WHAT ARE CUSTOMER CARE’S PLANS TO TRACK CUSTOMER FEEDBACK
RELATED TO AMI INSTALLATION?

I discuss our plans for tracking customer feedback in our service quality
reporting in Section G below, along with our plans for tracking call center

activity related to AMI installation.

2. Meter Installation Vendor Support

How DOES CUSTOMER CARE PLAN TO WORK WITH THE METER INSTALLATION
VENDOR DURING AMI DEPLOYMENT?

The Company is committed to working with our meter installation vendor
during AMI implementation to ensure our customers receive excellent service.
We recognize that due to the volume of meter installations and the number of
customers affected during the AMI deployment phases, the impact goes well
beyond that of any other projects we would engage in during the normal
course of providing service to our customers. As such, the Company and the
meter installation vendor will work together to provide coordinated support

and address all customer inquiries and any issues that may arise.

PLEASE DISCUSS AT A HIGH LEVEL THE METER INSTALLATION VENDOR
SELECTED BY THE COMPANY.

The Company selected Itron as the AMI meter vendor to provide the meters,
installation, and project management. Ms. Bloch discusses the Itron selection
for AMI meters in her testimony. Itron has extensive experience providing

direct customer support during AMI meter deployments. They have worked
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on projects for several utilities, including Consumers Energy (1.8 million
electric and 600,000 gas meter AMI deployment) and British Columbia Hydro
(1.8 million electric meter AMI deployment currently in progress). They will
also begin work for Nova Scotia Power (500,000 electric meter AMI

deployment) in October 2019.

PLEASE DISCUSS HOW THE COMPANY AND METER VENDOR WILL COORDINATE
CUSTOMER SERVICE EFFORTS.

Itron is committed to working with the Company to address and resolve all
customer inquiries related to the new meters throughout deployment. This
will involve any communications received via telephone, email, letter, social

media, PUC complaint, or other communication channel.

The meter installation vendor will be a key point of contact for the Company’s
customers during the meter installation process and will have a dedicated call
center phone number for Xcel Energy’s customers.  The various
communications and materials we plan to provide to customers prior to and
during the installation will include specific directions to ensure our customers
have the right contact information so any questions or issues will be resolved
as quickly as possible. Our plan is to direct customers to call the vendor with
any questions related to installation. However, if the vendor receives calls that
should instead be directed to the Company, the vendor will also have the
ability to warm transfer calls to the Company. (Warm transfer means the
vendor representative would remain on the line to ensure the call is answered
and the customer is successfully connected with a live Company agent.)
Similarly, the Company will have the ability to warm transfer calls to the meter

installation vendor as needed.
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3. Opt-Out Provisions

PLEASE DESCRIBE THE OPT-OUT PROVISIONS FOR CUSTOMERS ELECTING TO
DECLINE INSTALLATION OF ADVANCED METER TECHNOLOGY.

The Company can provide the greatest benefits for all our customers by
deploying advanced meters throughout our entire service territory. We also
recognize the importance of providing our customers with the opportunity to
decline the installation of an advanced meter, or have an advanced meter
removed at any time, and discuss how we intend to provide clear information

regarding this option.

We intend to provide the option for eligible customers to decline installation
of an AMI meter. However, we believe these customers should also pay the
cost of doing so in light of standard cost-causation principles. For a customer
choosing a non-transmitting meter, the Company would need to manually
probe the meter to obtain data for billing and energy use analysis, instead of
having an AMI meter transmit meter readings electronically. The full set of
data, including interval readings, would still be available to customers and
could be used to bill advanced rates, such as time of use. This data would be
available on a monthly basis after the readings were manually obtained, but it
would not be transmitted at the time the interval readings occurred. This
results in incrementally higher metering costs for the customer who opts out

of an advanced meter.

HOW DOES OPTING OUT OF AN AMI METER RESULT IN INCREMENTAL COSTS?
Primarily, the incremental costs associated with opting out of an AMI meter
are due to the need for manual meter readings. This includes the cost to

obtain manual meter readings in the field to bill consumption. There would

49 Docket No. E002/GR-19-564
Cardenas Direct



O oo 4 & Ut B~ LN -

[N S T NS TR NG T NG T NG TR NG N (NG Y Sy N SN = VS
~N & AW, O Vw0 AN -, O

2

also be incremental cost for field visits to remove a meter that does not
communicate meter readings electronically and install an AMI meter for the
next customer at that premise, or install a meter that does not communicate
meter readings electronically after the initial meter deployment has occurred.
We do not believe an additional charge associated with initial meter
installation would be required if a customer made this choice prior to or at the

time of initial meter deployment.

PLEASE OUTLINE THE PROCESS FOR REQUESTING COMMISSION APPROVAL OF
OPT-OUT PROVISIONS.

We plan to submit a separate filing with the Commission with our detailed
opt-out proposal in 2020. Initial deployment of advanced meters is
anticipated to begin in 2021. The timing of our filing will allow enough time
tor the proceeding to include stakeholder input and final Commission
approval so that we can incorporate the necessary information when we begin
pre-deployment communications with our customers. Our proposal will
include the necessary tariff sheets reflecting the incremental costs and service
provisions for customers who decline installation of AMI meters or choose to
have the AMI meter removed at any time, as well as any associated rule

variances.

D. Billing

How wiLL AMI IMPLEMENTATION AFFECT CUSTOMER BILLS?

AMI billing itself will result in one minor change to the customer bill, which
will require a variance from Minn. R 7820.3500 on billing content. Minn. R
7820.3500 (A) requires that a customer’s bill include “the present and last

»

preceding meter readings.” Customer bills currently include this information,
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with usage for the billing period determined as the difference between these
two meter readings. In contrast, interval billing using AMI technology does
not use this method of subtraction to calculate usage; instead, it individually
measures consumption at predictable intervals (for example, every 15 minutes)
and calculates the total amount to be billed for a given period without
reference to the prior billing period. As such, with no other billing format
changes, AMI bills will show 0 for the “previous reading,” and the “current

reading” will show the total energy usage for the billing period.

I note that the Company already bills many larger commercial customers using
interval meter readings today, so our billing employees are familiar with this

type of billing.

Although the necessary bill format change is limited as described above, with
AMI, customers will be provided additional granular information and energy
usage data on the MyAccount web portal. For customers opting into potential
new services enabled by AMI technology, information may also be provided
via other digital channels, which is discussed further in Mr. Gersack’s

testimony

IS THE COMPANY REQUESTING THIS RULE VARIANCE AS PART OF THIS RATE
CASE FILING?

No. We plan to submit a separate filing with the Commission requesting
approval of the necessary rule variance in 2020. Initial deployment of
advanced meters is anticipated to begin in late 2021. The timing of our filing
will allow enough time for Commission review and approval prior to

commencement of AMI installation.
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Is THE COMPANY ALSO CONSIDERING BILL FORMAT CHANGES?

Yes. As part of the coordinated customer experience efforts planned in 2020,
a team will be re-evaluating the bill format in light of AMI deployment and
considering other best practices. As a result, the Company may wish to
propose additional bill format changes prior to AMI installation. We may
submit a filing encompassing all proposed changes, not only the limited

format change that may be required to implement AMI billing itself.

How WILL AMI IMPLEMENTATION AFFECT CUSTOMER CARE’S BILLING
OPERATIONS?

Billing Operations will perform the same work it does today, which is to
address exceptions identified by the customer meter data and billing systems
because they fall outside of established parameters and require intervention.
The volume of meter data and billing exceptions that need to be handled by
Billing Operations is expected to increase given the large number of meter

exchanges that will occur during meter deployment.

PLEASE DESCRIBE THE ADDITIONAL WORK ANTICIPATED WITH THE METER
EXCHANGES.

Although the change to the actual customer bill is limited as described above,
a typical meter exchange bill can be complex due to the meter being
exchanged in the middle of a billing cycle and the manual entry of
information. A sample bill showing a typical meter exchange bill is provided

as Exhibit  (CCC)-1), Schedule 9.
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Q. WHY DO METER EXCHANGE EXCEPTIONS GENERALLY OCCUR?

A.

Meter exchange exceptions occur for several reasons, including a final reading
that is incorrectly entered from a removed meter, an error in the date noted
for the meter exchange, or a meter exchange that occurs during the normal
billing window for a premise. An exception requiring intervention is typically
flagged using pre-determined system parameters. Once flagged, it is routed to
a work queue for review by Billing Operations. This typically happens before
a bill is issued to a customer. Rarely, a bill may be issued containing an error.
When the Company is notified by a customer of an error, a bill may need to

be cancelled and re-issued.

WILL AMI HAVE ANY IMPACT ON CUSTOMER CARE’S METER READING OR
BILLING METRICS THAT ARE REPORTED UNDER THE SERVICE QUALITY RULES?

As with any comprehensive deployment of meter equipment and systems, the
Company expects there may be an impact to meter reading or billing statistics
initially during the installation phase, but not over the longer term. As I
discuss further in Section G below, we will track and report these statistics
using the established service quality reporting process. Any impacts
specifically related to AGIS will be addressed in our separate service quality

proceedings.

E. Customer Care Benefits

PLEASE PROVIDE A BRIEF OVERVIEW OF AMI IMPLEMENTATION FROM A
CUSTOMER CARE PERSPECTIVE AND THE IMPACTS AND BENEFITS TO THE
CUSTOMER CARE ORGANIZATION.

Initial deployment of advanced meters is anticipated to begin in late 2021.

This initial deployment will be heavily focused on “getting the basics right.”
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For Customer Care, the basics include things like accurate, on-time customer
billing, and ensuring we provide meaningful information and resolve any

issues for customers about the installation process for new AMI meters.

Building on the basics, Mr. Gersack discusses in more detail how we intend to
deploy new products and services, or improve existing services for our
customers. We will take a judicious approach to deploying new products and
services, focusing on areas where the cost-benefit is the highest, or where the
satisfaction value is highest for our customers. Some of these new services
impacting Customer Care may include a pre-pay billing option and remote

connection and disconnection.

To enable the customer benefits or cost-savings these services would provide,
we will need to make separate filings for Commission approval. In the
tollowing section I provide information on the quantifiable benefits that these

services or AMI implementation, in general, are expected to provide.

Q. HOow WILL THE COMPANY PURSUE THE ADDITIONAL REGULATORY AND TARIFF

CHANGES THAT WILL BE NEEDED TO ENABLE THE TRANSITION TO AMI METER
TECHNOLOGY?
The Company plans to make a separate filing in 2020 to request approval of

the rule variance that will be needed to transition to AMI meters.

In addition, to leverage the operational functionality the technology enables,
we would also make separate filings for approval of any new products or
services that may follow in the future. We recognize there are stakeholders

who will have interest in these matters and how any changes affect customers.
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We believe it is important to engage in a process to solicit stakeholder
perspectives, discuss options, consider implications, and seek consensus; and

intend to do so as we contemplate future services.

WHAT ARE THE BENEFITS ASSOCIATED WITH REMOTE CONNECTION AND
DISCONNECTION CAPABILITIES ENABLED BY AMI TECHNOLOGY?

The ability to remotely connect or disconnect service, when paired with
customer protections, provides both cost and convenience benefits. When a
customer wants to start service at a single-phase premise today, a field visit is
necessary. This involves a fee for the customer and requires someone to be
present at the location to meet a Company representative. With remote
connection capability, a customer would not need to be present and a lower

tee could be possible.

Another scenario where remote capabilities could be beneficial for a customer
involves seasonal disconnections, where a customer may want electric service
disconnected for a lengthy period of time because a home is unused. Instead
of incurring the cost for two field visits to disconnect and reconnect service, a
customer could schedule a remote disconnection and reconnection aligned
with their occupancy needs. This would save customers money through

reduced fees and energy usage and would be more convenient for them.

There would also be benefits when changes in tenants occur. AMI remote
disconnection will enable the Company to disconnect electric service between
tenants if there was no landlord agreement in place. Today, it is typically cost
prohibitive to disconnect the account given the expense to send employees

into the field. This is considered part of the line loss factor and can result in
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electricity being consumed with no responsible party to bill. While this benefit
does not reside in Customer Care’s O&M budget, Customer Care could
positively reduce this loss by changing current business practices through AMI
remote disconnection functionality. Remote disconnection and reconnection
can also help reduce the cost of an unoccupied retail location for a building

owner who has a vacant property that is between tenants as well.

WHAT REGULATORY APPROVALS WOULD BE NEEDED TO IMPLEMENT REMOTE
DISCONNECTION AND RECONNECTION OF SERVICE?

Use of remote connection/disconnection capabilities of AMI would require a
variance from Minn. R 7820.2500, which requires a field visit prior to
disconnection of service. This would be to enable the benefits described
above related to start, stop, and transfer of service, shut-off between tenants,

and seasonal disconnect/reconnect.

DOES THE COMPANY PLAN TO MAKE A FILING TO ENABLE THE BENEFITS OF
REMOTE CONNECTION / DISCONNECTION CAPABILITIES?

Yes. The Company anticipates submitting this filing in the future, and will
include in such a filing a discussion of customer protections and benefits at
that time. As I discuss further below, the AMI CBA assumes a level of cost
reduction for remote connect/disconnect capabilities beginning in 2023. The
Company would make a filing requesting Commission approvals necessary to
enable these capabilities, allowing for stakeholder input into proposed changes

and service provisions.
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ARE THERE OVERALL ADDITIONAL BENEFITS ASSOCIATED WITH REMOTE
CONNECTION AND DISCONNECTION CAPABILITIES USED IN CONNECTION
WITH NON-PAYMENT?

Yes. I note that for customers experiencing payment issues, the Company
works to engage with them through proactive contacts, encourages them to
seek energy assistance, and tries to establish a payment plan that works with
their budget and personal situation. However, in cases where disconnection
for non-payment is appropriate, the Company incurs significant costs to
disconnect service. These costs are ultimately borne by a combination of the
affected customers and the customer base as a whole. In addition, remote
reconnection of service would reduce the cost of reconnecting service and
enable faster service restoration for disconnected customers. Customer and

employee safety would be enhanced as well.

While the Company believes it will be important to consider the use of remote
disconnection and reconnection for customer non-payment, we recognize that
any proposed changes would need to be addressed in a separate proceeding
before the Commission. Implementing remote disconnection through AMI
for non-paying accounts would require approval of a variance to Minn. R
7820.2500, as described above, as well as changes to our collection practices.
The Company would engage with stakeholders during the development of any
processes and procedures the Company would ultimately propose for
Commission approval that would leverage these capabilities of the advanced

grid.
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ARE THERE OTHER CAPABILITIES ENABLED BY AMI THAT PROVIDE
ADDITIONAL CUSTOMER CARE BENEFITS?

Yes. Improved data and analytics enabled by AMI technology will also help
reduce energy theft through better detection and prevention capability, which
can provide an overall cost benefit for all of our customers. Today, customers
who have been disconnected and try to reconnect their service illegally
typically do so by removing the meter, removing the “boots” placed on the
meter contacts, and then replacing the meter. This is an extremely unsafe and
illegal practice. When AMI technology is in place, remotely disconnecting
service will involve opening a disconnection switch on the meter to disconnect
power to the customer. However, the meter stil has power and can
communicate over the network. If a customer removes the meter from the
socket to bypass it, the Company would receive a notification flag over the
network to indicate meter tampering. This will improve detection of instances
where customers illegally bypass our meter to receive electricity without paying
for it. These situations require time-intensive identification to detect today,
but they can be detected automatically through AMI technology. For safety

reasons, however, these situations will still require a physical visit to remedy.

HOW DO ADVANCED GRID CAPABILITIES ENABLE THE PRE-PAYMENT OPTION
YOU MENTIONED EARLIER IN YOUR TESTIMONY?

The advanced grid enables the Company to offer a pre-payment option due to
the frequent energy usage measurements provided by AMI metering, and the

ability to remotely disconnect and reconnect service.
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WHAT ARE THE BENEFITS OF OFFERING CUSTOMERS A PRE-PAY OPTION?

The main direct benefits for customers are fewer missed payments and no late
payment fees, helping customers save money on their energy bills, and giving
them greater control. Ultility companies benefit from fewer missed payments,
reduced costs for disconnections due to non-payment, and generally reduced
costs and financial risk, which ultimately also benefit our customers. Several
other utilities offer this option to customers, including Salt River Project,

Alabama Power, APS, and Consumers Energy.

DOES THE COMPANY ANTICIPATE OFFERING THIS PAYMENT OPTION TO
CUSTOMERS?

Yes. The Company would like to offer a pre-payment option in the future
enabled by our proposed investments in advanced grid technology and plans

to include a detailed proposal in a future regulatory filing.

F. Quantifiable Benefits
WHAT INFORMATION DO YOU PROVIDE IN THIS SECTION?
In this section, I discuss the quantifiable benefits of AGIS implementation
that are related to Customer Care. I describe these benefits here to support
their inclusion in the CBA as discussed by Dr. Duggirala. These benefits
include:

e Reduction in meter reading costs;

e Reduction in the amount of energy theft;

e Reduced consumption at inactive premises; and

e Reduced uncollectible/bad debt.
Although the reduction in energy theft and reduced consumption at inactive

premises would not impact Customer Care’s O&M budget, these benefits are
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related to Cust