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1. Executive Summary

In February 2009, Xcel Energy Services, Inc. (Xcel) engaged Global Enterprise Managers, Inc. (GEM) to
undertake an independent Revenue Cycle Process Review. This was precipitated by circumstances
where meters were not correctly read for extended periods of time and Xcel's processes and controls did
not adequately ensure desired standards of metering and billing accuracy.

During Phase 1 (Detailed Scoping) of the review, GEM reviewed numerous documents related to the
Revenue Cycle, conducted brief interviews with representatives of most organizations that participate in
the Revenue Cycle, met with members and staff of the North Dakota Public Service Commission, and met
with staff of the Minnesota Public Utilities Commission, Minnesota Office of Energy Security, and the
Office of the Attorney General-Residential Utilities Division (OAG-RUD.) The scope of work, work plan,
and tools that were to be used for this review were described in the Xcel Energy Services, Inc. Revenue
Cycle Process Review Scoping Document, Revision 3, dated April 28, 2009.

For the purpose of the current review, an energy company revenue cycle process consists of the
following four primary subprocesses.

Revenue Cycle

Provision and
Maintain Measn“gﬁvz roduct Create Bill Collect Payment
Customer y

The Provision and Maintain Customer subprocess includes receiving requests for new service, installing
appropriate metering equipment, configuring all information systems to represent the customer’s service,
maintaining metering equipment, and updating metering equipment and information systems as customer
changes occur. Construction of the actual electric or natural gas supply facilities was not in the scope of
the current review.

The Measure Product Delivery subprocess includes obtaining measurements of energy usage and
demand using manual meter reading, automated meter reading, or a combination of the two.

The Create Bill subprocess includes calculating and rendering the customer bill based on the appropriate
tariffs.

The Collect Payment subprocess includes receiving, posting, and reconciling payments received from
customers through a variety of payment channels. Although this subprocess also includes credit and
collection activities, those were not examined within the scope of the current review because the
emphasis was on timeliness and accuracy of metering and billing.

The revenue cycle process, its primary subprocesses, and supporting processes such as customer
contact management, reporting, and training are highly cross-functional in virtually any energy company,
meaning that multiple organizations, both internal and external to the company, must successfully provide
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goods and services in a timely and accurate manner in order for the revenue cycle to be completed. The
process model that was developed to document the Xcel revenue cycle (refer to Volume 2, Appendix F)
includes an overall relationship map diagram. The relationship map illustrates the major internal and
external organizations involved in the revenue cycle and the inputs and outputs they provide to each
other as part of the process.

During the Revenue Cycle Process Review, GEM examined the business processes that make up the
revenue cycle in detail to evaluate the strengths and weaknesses of the Xcel revenue cycle. Where
differences in organizations, processes, or practices exist among Xcel's operating companies, the review
focused on the NSPM operating company, covering Minnesota, North Dakota, and South Dakota.
Specific technology and commercial factors that were believed to have contributed to metering and billing
problems or that could represent risk areas for future problems were reviewed. GEM also developed a
test of billing system accuracy, which consists of independent replication of billing calculations, and made
other recommendations for measuring the factors that influence overall bill accuracy.

The principal findings of the Revenue Cycle Process Review are:

1) Using cancel/rebill counts or formal billing complaints as aggregate indicators of metering and
billing performance, the overall level of timeliness and accuracy of Xcel customer billing appears
reasonable. That, of course, is small consolation to the individual customers who are nonetheless
affected by metering or billing errors each month, and it is therefore reasonable to seek ways to
improve prevention, detection, and correction of the remaining billing problems through a
justifiable investment in people, process, or technology.

2) Xcel has an overall initial process performance goal for the revenue cycle — 33 days from a
request for service to rendering of a correct bill. But an overall process performance goal for the
ongoing revenue cycle is not defined. In the absence of an overall process goal for the ongoing
revenue cycle, existing subprocess and performer goals cannot readily be aligned with and
support the revenue cycle process as a whole. GEM recommends an ongoing process
performance goal based on improving bill accuracy. This report presents an organized approach
to measuring and mitigating the factors that can lead to inaccurate bills and a baselining
approach that will allow development of process improvement targets.

3) Xcel's natural gas and electric meter accuracy testing practices and standards meet or exceed
industry standards. But prior to 2009, “safety nets” for the detection of metering problems had not
been updated for an Automated Meter Reading (AMR) system that was subject to new failure
modes. Although Xcel has put measures in place to address these, at least two new technologies
are now being deployed that must also be incorporated in future monitoring and controls — two-
way Automated Meter Reading modules (the components of the AMR system that automatically
read and transmit the metered value) and all-electronic meter/module combinations whose long-
term performance characteristics and potential failure patterns are still not completely known.
Xcel must also continue to address the ongoing (though diminishing) mechanical failures
associated with Cellnet modules on natural gas meters through a combination of detection and
remediation and improvements to the AMR and metering technology.

4) Current staff levels, increasing rate case frequency, new product offerings, skilled workforce
segments that are approaching retirement age, an emphasis on on-the-job training for advanced
positions, and the general challenge of each process performer understanding the impact of his
or her actions on the business process as a whole have made it difficult to respond effectively to
unusual conditions and peak workloads in the electric and natural gas metering and billing areas.
Unless addressed by an appropriate combination of staff development, process improvement,
and investment in technology, this set of conditions will lead to deterioration of electric and natural
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gas metering and billing service even under normal conditions.

Prior to and in parallel with the Revenue Cycle Process Review Xcel had already undertaken
multiple substantive initiatives to address recent and longer-term metering and billing issues,
improve communications, and enhance its quality assurance approaches.

Based on the results of the Revenue Cycle Process Review, GEM has formulated three
recommendations, each with a set of actions that Xcel should undertake to address current process and
technology opportunities for improvement and ensure future metering and billing accuracy. Action
numbers in these three recommendations are references to the consolidated, numbered list of specific
actions in Appendix A.

Recommendation 1 — Create a framework for continuous improvement of billing accuracy

Collect and report on the sources of billing inaccuracy described in Section 4 (Actions 1, 2, 3),
align group and performer goals with these measurements to support continuous improvement of
billing accuracy (Action 4), incorporate these measurements into a quality assurance program
(Actions 5, 6, 7), and update QSP measures (Action 8.)

Recommendation 2 — Improve AMR performance through Cellnet and Xcel process
changes

Seek mutually agreeable modifications to the Cellnet field support work agreement that define
outcome-based maintenance goals (Action 9.) Improve internal meter and AMR module testing
and failure analysis (Actions 10, 11, 12, 13) and refine metering failure detection and remediation

(Actions 14, 15, 16, 17.)

Recommendation 3 — Ensure there is a sufficient pool of skilled revenue cycle process

performers

Improve the training and progression approach for advanced positions, review and set
appropriate staff levels to meet workload and demographic trends, and expand process
knowledge retention activities (Actions 18, 19, 20, 21, 22, 23, 24.)

GEM believes that an ongoing commitment to the initiatives already undertaken by Xcel, combined with
the actions necessary to implement these three recommendations, will contribute to an Xcel culture of
quality and continuous process improvement that will meet or exceed reasonable expectations of

metering and billing quality.
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2. XcelEnergy

3. Process Review

The process review covered the four primary subprocesses (Provision and Maintain Customer, Measure
Product Delivery, Create Bill, and Collect Payment) introduced in the Executive Summary. It also
examined the Customer Contact support process, which interacts with and affects all of the primary
subprocesses.

The process review methodology examined three levels of process performance, specifically,
= QOrganization
= Process
= Performer
and three performance needs at each level, specifically,
= Goals
= Design
=  Management

This approach to process improvement uses widely accepted concepts developed by Rummler and
Brache'. The general process improvement approach was augmented by special technical and business
review topics that are specific to the Xcel Revenue Cycle or were specifically requested in the scope of
work.

The objective of the process review was to identify and document the Revenue Cycle process so that
GEM and Xcel have confidence that process performance areas that could have high negative impact or
moderate negative impacts on customers have been identified. In each area that was reviewed, GEM
also observed and documented other opportunities for process improvement. In many cases the process
improvement suggestions came directly from the interview participants.

As noted in virtually every item of Section 2 (Key Results), Xcel has process and technological
improvement initiatives underway in most of the revenue cycle subprocesses. Like any other
organization, Xcel has limited resources and competing priorities, and it is seldom possible (or even
advisable) to undertake every possible improvement. Nonetheless, the additional opportunities identified
by the Xcel process review participants and GEM and summarized in the following sections should be
periodically evaluated and considered for implementation as time and resources permit, particularly as
Xcel seeks new ways to meet the objective of continuous improvement of billing accuracy recommended
by this review.

3.1 Revenue Cycle Process

GEM interviewed approximately 80 revenue cycle process participants, as acknowledged in Appendix B.
The NSPM operating company (Minnesota, North Dakota, and South Dakota) was the primary focus for
the process analysis.

3-1
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3.1.1 Provision and Maintain Customer Subprocess

The Provision and Maintain Customer subprocess supports the setup and maintenance of a customer for
the revenue cycle. This includes the creation of a new customer or modification of the service provided an
existing customer, installation of metering equipment, and the meter maintenance support activities that
are required to support consumption, demand, and other measurements. The high level process
interaction diagrams for this subprocess are in Exhibits F-2 and F-3.
The inputs to this subprocess are:

=  Customer account initiation or change

= Meters

= Random and Periodic Meter testing requirements

= Employee or System Generated Process Tracking Job (PTJ)
The deliverables of this subprocess are:

= Natural gas and electric meters are tested and delivered to stores

= A customer account is created or updated in CRS

»  The correct meter is installed or replaced at customer location

» The correct meter and customer relationship information is propagated to CRS, MRAS, and
MDMS.

=  An AMR meter is on the network and can be read
= The meters assets are properly recorded and inventoried
The primary participants in this subprocess are:
v Xcel Customer
=  Customer Contact Center
» Builders Call Line
= Business Operations (Gas and Electric Metering shops, Field Metering groups)
= Construction
= System Performance
s Meter Reading

»  Billing Services

- 32
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=  Managed Accounts

= Cellnet (Landis & Gyr)
3.1.1.1 Process Goals and Design

The process goals and design are broken down by organizational/functional areas and the goals
reviewed are those reported in the Xcel scorecards. To understand the process design, each function that
was identified in the high level process interaction diagrams was decomposed to understand the basic
work activities. During the interviews GEM reviewed the scorecard goals and mapped them to the
activities and reviewed the management activities. The process diagrams and goal mapping are in
Appendix F, and specific diagrams will be referenced in the details below.

The scorecards for Xcel are defined by organization. Four organizational groups support the Provision
and Maintain Customer subprocess. One of the organizational groups is Cellnet, an external contractor
for the automated meter reading in NSPM.

Customer Contact Center - The performance goals are based on Post Call customer survey
and JD Power annual market surveys. The performance goals are tQ achieve at Ieastf j
positive response from customer survey, and being in theil for JD Power Customer
Services for residential and business categories. '

Customer Contact Center work activities cross multiple subprocesses within the Revenue Cycle
process. The functions that the Customer Contact Center delivers to the Provision and Maintain
Customers subprocess are decomposed in Exhibits F-43 and F-44 and in summary are:

= Call intake for new customers
» Handling inquiries about existing or new services
=  Calls concerning billing and metering.

Builders Call Line — The primary measured performance goals are to achieve[ j.customer
satisfaction rate and p|aceEL “Bof follow-up phone calls to customers withint‘ Jhours of an
application issue being found.

The Builders Call Line groups are located in the construction organizations, and their primary
function supports new account creation for new premises and construction accounts. The
customers are primarily developers and contractors. The Builders Call Line sets up and
processes applications for service and hands off to the construction organization once permits
are cleared for service and meter installation.

NSPM Business Operations group (Meter Shops by jurisdictions) — The meter shops use a
variety of business operations measures for planning and day to day activities and works to
satisfy a large number of scorecard measures. In late 2008, the group underwent restructuring
when the NSPM electric meter shops were moved from the Asset Management business area to
NSPM Business Operations. In parallel the Business Operations scorecard was modified
extensively to incorporate new goals. The new goals were set up in response to the addition of
the electric meter shop group, and more importantly to respond to the metering issues
experienced in 2008. As of the second quarter of 2009, the new scorecards were still under
development, and the following key performance goals were being defined.

3-3
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The NSPM Business Operations group supplies and supports all electric and natural gas meters
in the Minnesota, North Dakota, and South Dakota service areas, including the AMR electric and
natural gas meters. The functions that Business Operations delivers to Provision and Maintain
Customers are decomposed in Exhibits F-5, F-6, and F-13 and in summary are:

»  QOrder, Test and Manage Meter inventory

Final Report Volume 1
August 12, 2009

3.4
m Global Enterprise Managers, Inc. Revenue Cycle Process Review



PUBLIC DOCUMENT

. NON-PUBLIC DATA TRADE SECRET AND SECURITY DATA EXCISED
/o  Xcel Ener QYY"  INBRACKETS

= Meter Field Work (Installation and Maintenance of non Cellnet meters)

=  MDMS Exception handling

Cellnet (Landis & Gyr) has contracted with Xcel to deploy and maintain automated meter
reading equipment and read the automated meters in the NSP service area. The key
performance goals of Cellnet for this subprocess are:

F

Based on the discussions with Cellnet and Xcel the Cellnet functions were not broken down in
detail, although through the interviews process improvements were identified and described
below.

3.1.1.2 Process Improvement
Builders Call Line (BCL)

= BCL setup for new customers may be performed in compliance with the current business process
and nonetheless the register setup in CRS may be incomplete because of interface issues,
incorrect tariff or rate entry, or inaccurate usage estimate from the customer or contractor. If
incomplete, then subsequent business process steps by either the meter support group or billing
are required to complete the setup. If interface errors occur or incorrect tariffs or rates are
entered, the customer setup requires rework by the meter support group to match tariff and
registers. Xcel should track the number of occurrences of each of these types of problems, as
these conditions also may require billing to make changes to prepare correct invoices, and this is
difficult to catch with the existing stop bill rules. A new process to perform checks on new
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accounts would help verify account setup prior to the initial billing cycle. A possible approach is
described in Section 3.1.1.4.

Customer Contact Center (CCC)

» The CCC group recognizes that the Return to Owner process needs improvement to ensure that

account changes keep up with the peaks in the move-in and move-out periods. This correlates to

a similar problem in Meter Reading/Collections, which also recognizes that the account

* changeover process for tenants is cumbersome and delays correction of customer account
information. Collections would like to participate in the customer account corrections.

Business Operations

= There are currently no accuracy goals on the Business Operations scorecard for new electric and
natural gas service meter installation. The Xcel data systems and checks were designed to trap
these problems downstream during the billing cycle. This also shows up when meters are
replaced on an existing service. Goals for accurate setup of a new or replaced meter should be
established and should include Cellnet installed meters.

»  Until recently, programs for maintenance and inspection of AMR electric and natural gas meters
were based on the practices followed for older and more reliable metering technologies. The new
technology for communication of meter readings is more fragile and has a shorter lifespan. For
example, natural gas modules are battery operated and the batteries eventually reach the end of
their usable life, which requires a new maintenance process. Xcel should continue to evaluate the
new meter and AMR issues and implement new maintenance processes that can address the
new issues that arise from the use of the AMR technology.

» Many jobs are created that generate a field visit, but some are ultimately not a Business
Operations issue. Today the work is sent directly to the Mobile Dispatch System as pending work
for Business Operations, and the work has often not been well reviewed before it was dispatched.
To address this, Xcel has developed a Daily Pending Work Review process, which is expected to
be fully operational by August 2009 This process depends on personnel manually screening and
prioritizing orders to eliminate duplicates and identify repetitive orders for the same premise. The
new process should filter out the work before dispatchers see the jobs in the pending work queue.

= Meter Testing is adequate to assure accuracy of the consumption measurements at the meter, '
but until recently did not address the electric and natural gas meter module RF communications
in the field or the module-to-meter interfacing for natural gas. The reliability and failure modes
were not discovered until it was an issue in the last two years. New independent tests have
examined the module interface with the meter registers under varying conditions.

Cellnet
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Mobile Dispatch System

The Mobile Dispatch System merits special attention in this review. It was regularly identified as a
problem by the users across all areas of Xcel and by Cellnet. GEM investigated the scheduling and
execution of Field work as a result of the concerns voiced by many Mobile Dispatch System users. These
individual performer diagrams are in Exhibits F-7 through F-12 and reflect the use of the Mobile Dispatch
System as it is implemented today.

The Mobile Dispatch System was primarily configured to support outage management work, which does
not have the same planning and scheduling requirements as field maintenance work. Many users rely on
fxternal tools such as spreadsheets and custom reports from other systems to plan and schedule work.

Xcel field personnel use the Mobile Dispatcl’f System and the mobile data terminals and use the system t0
a greater extent for scheduling but also still rely on external reports and spreadsheets because of
limitations on reporting and sorting of work.
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Field work orders cannot be referred to another group in the Mobile Dispatch System. This action has to
be performed outside of the Mobile Dispatch System.

Although the integration between CRS and the Mobile Dispatch System propagates a cancelled job from
CRS to the Mobile Dispatch System, cancelling a job in the Mobile Dispatch System is not propagated to
CRS.

GEM'’s conclusion is that in the field maintenance area the Mobile Dispatch System is being underutilized
by Xcel and Cellnet.

Rather than identifying and requesting enhancements to the Mobile Dispatch System incrementally over
time, Xcel should undertake a detailed field work process analysis and requirements definition for the
Mobile Dispatch System. This activity would include a comprehensive review of the processes for work
scheduling, dispatch, order completion, and referral, with a goal of improving consistency of usage across
all operating companies and regions. Where legitimate and irreconcilable work practice differences exist
between operating companies or areas, the capability of configuring portions of the Mobile Dispatch
System to support each should be investigated. Completion codes should also be reviewed, because, for
example, the Mobile Dispatch System does not have a defined completion code for "No Meter Access.”
This analysis should investigate the functional capabilities of Mobile Dispatch System to support the work,
opportunities to improve reporting, and further opportunities to improve integration (such as propagating a
cancelled work order back to CRS.) It should also review which organizations have and use the system,
and which still use paper, to establish where additional rollouts and process performer level change
management and training would be helpful.

3.1.1.3 Training and Knowledge Retention

The Customer Contact Center has a formal training program for customer representatives. Recent
implementation of Progression Training Program has had a positive impact on employee retention. Now,
call representatives typically have more experience and can move to other positions within Xcel such as
billing.

Business Operations (Gas and Electric Metering shops, Field Metering groups) relies largely on on-the-
job training and training as needed for system changes. Initial training on the Mobile Dispatch System
was brief and only training as needed for system changes has been delivered since then. GEM is not
aware of any formal knowledge retention activities in this area.

Additional training for schedulers, service technicians, billers, and customer representatives is needed to
help prevent discretionary meter exchanges during the billing window. There is a flag in the Mobile
Dispatch System that indicates when exchanges should not be done, but the fact that these exchanges
do occur during these periods, in addition to statements to GEM from actual schedulers and field
personnel, are evidence that it is not always observed in the tradeoff between getting the job done and
waiting to reduce impact on billing. If the meter is failed, then there is no value to waiting. But if a meter
exchange has been requested for other reasons, e.g., a tariff change, it is worth waiting. This underlines
the importance of training requesters to specify the reason for a meter change request and training the
field personnel to understand the impact on billing. GEM characterizes this type of training as process
level cross training because it requires that process performers at different points in the process
understand the impact of their actions on other process performers and the overall process goals.

[ ]
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3.1.1.4 Controls and Quality Assurance

Business Operations

Controls and Quality Assurance have traditionally depended on exception handling procedures for each
area. Each area has reports that are used to resolve problems with data processing issues. These
include several sets of reconciliation reports that are produced to ensure that the same sets of meters are
known to Celinet, MDMS, MRAS, and CRS.

The meter accuracy testing procedures used by Xcel are consistent with industry practices; meter
accuracy for new meters is tested following defined testing processes that conform to ANSI standards.
SOX controls are identified for the periodic and random testing of meters taken from the field to ensure
consistent accuracy over time. Xcel also has processes defined to identify meters that have failed
periodic testing. These procedures identify the lots of failed meters that will be replaced.

Additional information related to meter testing and quality assurance is contained in Section 3.2.1.

A Meter Inventory Audit, which was initiated by a recommendation of Xcel's Internal Audit department, is

currently under way. This is principally intended to ensure that the location and status of every electric
and natural gas meter is known at all times.

Following an abnormal number of 5-dial natural gas meter failures that were discovered in February 2009,
Xcel resolved to check other classes of meters to determine if abnormally high failure rates were
occurring, whether or not attributable to AMR equipment. This activity is currently underway.

Meters for large customers often require setting of a factor or multiplier at the time of installation, which is
used to convert the actual meter reading value to an engineering value representing consumption or
demand. Beginning in 2009 Xcel began a program to audit these settings over a three-year period to
ensure that the values are correctly set in the field and properly represented in the data systems
(primarily MDMS, MRAS, and CRS) that keep a record of these settings or use them in calculations.

Xcel has also put in place work processes to confirm completion of field orders and enhanced inspection
processes and quality assurance of Cellnet work.

Builders Call Line

.ServConn, the system used by Builders Call Line, has a SOX control to ensure that the customer's
account information is defined and entered in the application in order to complete processing. Interface .
checks are performed to ensure that the data is passed on correctly to MDMS, CRS and Passport.
Exceptions are flagged in a report for BCL agents to correct in ServConn; however there are no
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independent quality checks or quality goals.

A significant amount of data in ServConn is optional, although there is a minimum set required to process
an application, including an address, class, tariff, and bill-to user. With no quality assurance check
performed prior to billing there is a potential for mismatch of service type to actual service consumption. In
addition, automated setup of registers (CRS data locations for linking to metered values) is not performed
for more complex rates.

The combined business process, data flow, and quality assurance for new meter installation presents an
opportunity for improvement. Currently a request for new service is placed through the Builders Call Line
and the staff selects a rate. But many Xcel rates have variations (such as demand, power factor, or
service voltage level), and these variations are not always accounted for at the start of the process, with
the result that automation of customer setup for more advanced rates is limited and manual completion of
the customer meter setup after the fact is required. BCL only sets up the base rateftariff on the initial
meter set. So, if more than one register/tariff number is needed per rate, then the automated register
setup completes additional registers, but is limited to completing registers one and two. Any registers
beyond the first two required manual setup from the meter support group or billing. Anecdotal evidence
(including a review of Xcel's customer complaint database) suggests that there can he delays of up to
several months in completing setup, although Xcel's internal business control objective for this type of
post-correction (triggered by the Interface Exception Handling system described in Section 3.6.5) is an
annual average of three days, and the SOX control is 60 days. In some cases, the rate selection may be
incorrect rather than incomplete, and the discrepancy is not found until the customer calls about it or itis
flagged by the billing group using reports that look for inconsistent rate and consumption values.

If further analysis confirms that the delays for completing setup exceed the business control objective, an
alternative approach that would increase the level of automation, reduce time lags, enhance quality
assurance, and continuously improve performance is shown in the following diagram.

; CRS,
BOL E_Ir_1te_rﬁfgllfy quatlllﬁed » MDMS,
ariit information PaSSPOI‘l
bac,
Request K to im New meter
Service Pettor, mancg "ove info

T

Confirm / audit
meter and tariff

Customer <4 C&lorBSC

This approach would also improve overall understanding of the tariffs and rates across groups.

3.1.2 Measure Product Delivery Subprocess

This subprocess supports the reading of the meters for Xcel. This includes the meter reading for both
manual and automated meters. The high level process interaction diagrams for the Measure Product
Delivery subprocess are in Exhibit F-14.

The key inputs to this subprocess are:
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= Meter read requests

= Special meter read Requests (PTJ)
The Key Business deliverable of this subprocess is:

= Accurate and timely meter readings
The key participants in this subprocess are:

= Billing Services

= Meter Reading

= Meter Reading Contractors (Cellnet, SmartSynch, SmartGrid)

= Customer Contact Center

= Business Operations (in some jurisdictions)
Meter readings are collected through a variety of systems that are used by the various jurisdictions and
by Xcel employees and external contractors. The majority of the meter readings are obtained with some
human interaction. However, in NSPM service areas meter reading automation is increasing, with NSPM
having a goal of all meters being automated by the end of 2010.

= Manual reads using handheld devices (observation or probing)

=  AMR meter read collected using vans (drive by interrogation)

» Natural gas interval reads via MV90 (manual probe and phone line)

»  FElectric interval reads via IEE (phone line and manual)

»  AMR reads from Cellnet (radio frequency network)

= AMR reads via SmartSynch (cellular network)

=  Smart Grid pilot (powerline carrier network)

= Customers phone or mail readings

Regardless of which collection method or system is used, the meter readings processed in each read
cycle are loaded in the MRAS system, which serves as an intermediary to the CRS.

3.1.2.1 Process Goals and Design

The meter reading goals focus on getting a high percentage of the readings when required. The meter
reading group works to meet the following scorecard goals:

- L ]
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For the majority of the electric and natural gas meter readings collected, the daily read cycle is triggered
by a read request from the MRAS system that contains the on cycle meters that need reading information
for the current billing cycle. Each reading supplier (Celinet, Xcel Meter Reading, MV90, SmartSynch,
SmartGrid, and IEE) is expected to respond or supply data to fulfill the MRAS read request. Each of the
collection systems can generate exceptions that must be resolved to complete the read upload.

The manual read processes have been utilized and refined for decades and are adequately designed to
meet the performance goals set by the regulators and Xcel.

Supervisors and Managers manage using standard reports of daily results to loop back with readers for
issues such as missed reads, which are added to the next day’'s route. Xcel has consistently exceeded
the reading rate percentage required by the Quality Service Program.

3.1.2.2 Process Improvement

The Meter Reading processes are working well for the most part, although pockets of both automated
and manual meter reading have experienced problems in the past two years. The major metering and
billing issues that triggered this process review are attributable more to other process and hardware
problems. The issue of missing reads was not due to the procedures used in Meter Reading. The process
improvement points described in this section are still valid, but will not have as significant an impact as
the actual metering infrastructure, maintenance, and monitoring improvements described in Section
3.1.1.2

=  The CRS read window — the number of days from the time the CRS requests a meter reading
until it will continue and create the bill with estimated usage if a reading is not received — was
reduced from five to three days in early 2009. This change was intended to reduce the number of
days that meter exchange work must be suppressed to prevent interfering with CRS billing, but if
that was indeed the objective a better approach would be to suppress the meter exchange only
until the actual reading is recorded, not throughout the entire read window. As a result of the
change to the read window the time available for the meter readers to complete a route has been
cut down to two days, and meter readers must return to the office early to upload the readings by
2:59 p.m. (Central time.) This reduces the ability to complete the current read cycle, so more
reads are pushed off until the next day. It would benefit the effectiveness of the meter readers to
have a complete day to complete the rounds.

= |mprove field meter location selection and recording of locations — Meter readers report that the
majority of new meters have poor information on location, which takes extra time to locate, or the
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meter gets skipped.

»  Special meter readings are repeatedly scheduled for a variety of problem meters, consuming
extra time. A significant number of repeated meter/asset/premise problems appear on the meter
reading routes, so it appears that the feedback loop for reporting on these meters is not effective.

» Collections cannot update tenant information through the Customer Contact Center from the field
because the Customer Contact Center requires the customer to call in. The Collections group
believes that they could expedite this process if authorized to initiate these changes from the
field, rather than waiting until returning to the office and submitting paperwork to the Customer
Contact Center or waiting for a call from the customer. This opportunity for improvement may be
related to a Customer Contact Center issue on Return to Owner/rental property turnover
problems.

» Meter changefreplace activity is not synchronized with the reading cycle. This creates new
problems with reading cycle and billing. This is within the control of Xcel meter shops.

» Meter reading has limited knowledge of the other activities involved with billing, and would like to
know more about the overall process to understand what others are doing.

= Vacant property notification back to CRS is not understood. There are éutomated means to report
this in the Field Collection System (FCS) handheld system, but many meter readers don’t know
about it or are not doing it. This can be corrected by additional training.

!

3.1.2.3 Training and Knowledge Retention

Meter Reading relies largely on on-the-job training and training as needed for system changes. GEM is
not aware of any formal knowledge retention activities.

3.1.2.4 Controls and Quality Assurance

Meter Reading manages by reports, which are produced each day indicating the successful read
numbers. The supervisors and meter readers are clear in their understanding of the goals and work to
achieve the read rates. In addition the meter reading supervisors use the consecutive estimates report to
identify problems and either track down the problems or assign a special read to a route.

Meter reading managemept performs weekly reviews of meter reading results to ensure that Xcel meets
the internal targets o?[ read rates and 95% rates specified in the SOX confrols.

Quality assurance and SOX controls applied to the meter readings are focused on the manual readings to
prevent "curbing” or false meter reads, as well as ensuring that readers do not know prior readings to
prevent fraudulent inputs. There have been no significant issues related to these kinds of behaviors.
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3.1.3 Create Bill Subprocess

This subprocess supports the Xcel Energy customer bill calculation and presentation. The subprocess
includes the creation/update of the billing tariffs and rates, the bill processing and calculations, and bill
;;[i;é’lng. The high level process interaction diagrams for Create Bill subprocess are in Exhibits F-21 and
The primary inputs to this subprocess are:

= Rate changes due to regulation, legislation, new products, and business changes

= New or modified billing components

=  Approved Rates

= Customer usage readings
The primary outputs of this subprocess are:

»  Correct Tariff and Rates in the CRS system

= Accurate consumption and billing calculations

= Accurate and understandable billing statements
The primary participants in this process are:

= Government and Regulatory Affairs

= Rates and Revenue

= Business Systems

s  Billing Services

=  Meter Reading

»  Business Operations (Meter Shop)

= Bill Print and Mailing service
3.1.3.1 Process Goals and Design
The Rates and Regulatory group is responsible for the development of tariff and rate changes for all Xcel
jurisdictions. The group is the primary coordinator of the implementation of changes to rate and billing
components in addition to being responsible for the regulatory filings. The primary goal of the group is

meeting the requirements and timeline that the regulators place upon Xcel during the approval process.

GEM focused on the activities of the Rates and Regulatory group that affect the revenue cycle. The
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activities related to the regulatory interactions and filings were not reviewed, and the focus was placed on
the coordinating activities for implementing new rates. The Regulatory Administration group, within the
Rates and Regulatory department, functions effectively as a project management organization for rate
changes. The core function is coordinating the various Xcel groups to achieve implementation of new
rates in the CRS. The group manages multiple rate changes and simpler modifications to rates and billing
components where the projects last from two months to over a year.

Changes for taxes and franchise fees require an implementation process similar to the rate changes, but
these are driven by different groups and generally do not include the regulatory approval steps.

The Rate Information Group (also referred to as the Data Coordination and Quality group) is responsible
for determining how to represent rates in CRS and for actual rate entry. This is a critical process with high
impact on billing accuracy, and the controls on this process are described in Section 3.2.2, Rate Entry
Process Tests.

The Billing Services informal goals can be summarized as follows:

Billing Services has a range of formal goals that are primarily measured based on performance in working
exceptions to the billing process. The actual scorecard goals that are measured for Billing are:

Mass Markets Billing is responsible for the billing of residential and small commercial customers. The
scorecard goals are:
" i =

.

The vast majority of bills are processed automatically through to bill print, and the Mass Market Billing
group resolves any exceptions that the Daily Processing generates when it is calculating the customer
invoices. The Daily Processing uses a set of rules that are evaluated to determine if an invoice has a
problem that would require manual intervention. Some invoices have multiple problems, but the invoice is
flagged with an exception based on the first problem identified and then resubmitted to test against other
rules after the first problem is resolved. The exception handling activities are extensive, and the
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decomposition of these activities is shown in Exhibit F-34.

The daily activities are based on each biller being assigned a set of exceptions for resolution. The
supervisors review each day's exceptions and allocate the work load to individual billers for resolution.
The workload is intended to be cleared each day; however some of invoices can take more time and may
not result in a bill being sent out in the expected cycle.

The exception handling activities were of particular interest, and two exception processes were examined
in detail. The Dollar Value Exception process and the MM (Mass Market) High/Low Check process
diagrams are in Exhibits F-35 and F-37, respectively. In these processes the Biller was required to
research information from a variety of systems in order to resolve the problem. The task can be complex
and require extensive training and knowledge to resolve.

Commercial and Industrial (C&I) Billing is responsible for the calculation of the bills for large customers
and customer with complex billing contracts. The scorecard goals are:

n ! -
C&l Billing is responsible for large customers that have complex contracts, a small number of high value
invoices that require manual actions to create the invoice, and some non-C&l accounts that require -
contracts. Some invoices for Time of Use, Demand Curtailment, and others must be manually calculated
from external data, and the invoice information is entered into CRS. The majority of the C&l invoices are
processed through CRS in the Daily Processing, and are subject to exceptions that the C&l group has to
resolve. The exception handling processes are very similar to Mass Market Billing.

Products and Services is responsible for supporting the C&l and Mass Market billing groups but is also
responsible for the scorecard goals, which are:

d! ]

3.1.3.2 Process Improvement
Rates and Regulatory and RIS

» Rate cases and other filings with regulators are increasing. There have been eight NSPM rate
case filings since 2004. In the last seventeen years NSPM has filed twelve rate cases. A similar
trend was reported for the other jurisdictions.

In addition to core activities of interacting with regulatory bodies, Regulatory Administration
functions as a project management organization for rate cases and other activities that lead to
rate changes. The groups agree that there has been significant improvement in the process over
the last one to two years, but some lack of clarity for roles and responsibilities remains. Xcel
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should consider whether the project management tools and training for this group, and possibly
the roles in the group itself, could be revised to more effectively accommodate both the core
regulatory responsibilities and the important project management role.

When Rate Changes are being processed, the Business Systems group sees the change as a
new project and requests details of the required testing and validation. Rates and Regulatory
believes that there is an opportunity to make this more standardized.

The typical timeline for implementation of a rate change, implementation, and testing rushes the
subject matter expert signoffs, and in some cases the implementation has proceeded without
signoffs or complete testing. This can be a source of errors. The fixed deadline to implement
drives the activity regardless of the support staff availability, so Xcel must continue to improve
use of people, process, and technology to accomplish the implementation and testing within the
fixed timeline.

Billing Services

The C&l Billing group handles complex invoices and contracts that require some level of manual
intervention or completely manual billing. A variety of contracts with differing terms are created for
many of these customers, so the billing is difficult to automate, particularly in CRS. Xcel is moving
some C&l accounts that were previously billed manually into an auxiliary billing system but is still
in the process of determining how many can be billed using this system and how many will
continue to be billed manually.

The C&l Billing group would benefit from specific cross functional knowledge of the Rates and
Regulatory and Managed Accounts processes to improve design and setup of contracts and
consequently improve billing accuracy.

C&l Billing is concerned about the new tariffs being developed. They are more complex, and C&l
doesn't feel that the impact on billing is being accounted for. More manual actions are being
required to calculate the bills. Some new tariffs and pricing are not well integrated with current
billing and business services practices, so errors occur or bill calculations require extra time and
manual intervention. In addition to this additional manual workload, new types of work that involve
contracts but not necessarily large C&| customers have been added to the C&l Billing group's
responsibilities.

Overall design and understandability of the bill is a large part of the performance evaluation of
billing, and a requested project for Bill Print Redesign has been waiting for approval for four
years, It is estimated that it will make bill print creation more flexible so that the bill print
production can be more responsive to changes.

JD Power surveys on Billing are not easily correlated to the actions that the Billing group
performs.

Sending a meter read PTJ to Meter Reading does not return data in automated fashion. Billing is
required to find the return PTJ and get the read values out of the message. If the bill window is
closed and no cancel/rebill will be performed the reading stays as a note in the customer's
account file in CRS. This also applies to CRS-initiated PTJs for consecutive estimated billing
cycles

Billing must evaluate the work management processes and staffing levels needed to meet
business demands. Team members are spending more time on non-core activities, and the trend
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is increasing. This includes high priority, unplanned activities and projects such as the Celinet
situation. For many of these activities and projects time is not tracked separately from ongoing
work, so the extra workload is not visible. For example, Stand Down sessions where all hands are
utilized in a reactive mode to resolve a problem affecting billing are not generally tracked. Xcel
could learn more about the work loading and make the best decisions on staff re-allocation or
staff size changes if unplanned activities were better tracked.

» Builders Call Line, Meter Reading, Meter Shop, and Billing all could benefit from process level
cross training. It would demonstrate the cross functional activities that are critical for successful
billing, as well as identify the contribution that each group makes to a successful bill.

3.1.3.3 Training and Knowledge Retention

In the last year Xcel recognized the need for additional sustainment in the billing area and has created
sustainment training courses for billers on particular topics such as power factor and consumption. Xcel
has also created a plan for developing a more comprehensive curriculum for mass market biller training
courses.

The most complex C&l billing is partially or completely manual and very specialized, and replacing staff is
a concern. This group expects a i §Using the current on-the-job
training approaches there is a lengthy learning curve, so there is a need to execute the progression plan
to develop skills and staff to handle greater variety of contracts. A structured C&l training program should
be developed by documenting the C&I Billing processes at the process performer level, cataloging the
skills needed at each step of the process, capturing associated business rules and references applicable
to each type of contract and unique C&I customer, and documenting the use of technology at each work
step. The C&l group would also benefit from such cross training within its own group in billing for different
accounts to ensure that any biller can handle any C&l account.

Increased automation has been used to justify staff reductions overall but the trend in billing is greater
complexity due to the new products and services being developed. Billing staff for both C&l and Mass
Markets will require a greater diversification of knowledge. The level of staffing should be carefully
considered in conjunction with the new products that are being designed by the Marketing or Rates and
Regulatory groups.

3.1.3.4 Controls and Quality Assurance

The CRS performs a large set of validation and reasonability tests referred to as Stop Billing rules. If a bill
fails one or more of these checks it is placed in a queue to be examined by a biller. Stop Billing rules have
been part of CRS since its inception at Xcel. In 2009 Xcel initiated a review of both enabled and other
available rules to refine the problem detection capability by enabling additional rules and adjusting
settings. Xcel also added a High Bill rule on the entire statement to provide an additional way of detecting
major billing errors and stopping them before they reach the customer.

Xcel currently uses a semi-automated mass market test suite (executed by Business Services) and a less
automated test approach for C&l customers (performed by C&l Billing) as part of its ongoing Quality
Assurance process. These tests rely on spreadsheet templates and, in the case of mass market testing, a
program and database of billing factors. The spreadsheets and billing factors are used to calculate and
compare many, but not all, billing line items with the values produced by CRS. Additional information
about this testing can be found in Section 5 (Billing System Test.)

Within the past year Billing Services also added a visual bill print audit, which reviews the format of
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sample printed bills.

Mass market billing performs quality assurance checks by sampling employee billing results to confirm
accuracy and for training purposes. A supervisor reviews four samples of each mass market biller's work
each month.

In the Billing subgroups (Mass Market, Commercial and Industrial, and Products and Services), the
scorecard measures are incorporated into the daily work, so that the supervisors and management can
drive activity to meet goals. The Billing Services group has implemented processes to manage and
control the work within the organization as well as provide feedback to improve processes through
automation or training.

In early 2009 Xcel engaged Accenture, a consulting firm, to perform an independent assessment of Xcel's
testing capability across various stakeholder organizations involved in the development, testing, and

implementation of customer billing and related system functions. Xcel is currently considering a set of
testing improvement initiatives resulting from this assessment.

3.1.4 Collect Payment Subprocess
This subprocess provides the remittance and reconciliation activities for the collection of the moneys due
Xcel for energy services provided to its customers. The high level process interaction diagram for the
Collect Payment subprocess is in Exhibit F-38.
The inputs to this subprocess are:
= Payments (via mail, electronic fund transfer, cash)
= Returns
= Account Imbalances
The deliverables of this subprocess are:
=  Timely processing of payments
»  Balanced reconciliation
= Bank Deposits
= Payment investigations
The primary participants in this subprocess are:
= Customer
= Customer Contact Center

= Customer Receivables

» Remittance Processing
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s External Remittance channels

3.1.4.1 Process Goals and Design

The goals for Collect Payments subprocess are in the scorecards for the Remittance Processing and
Customer Receivables groups of Billing Services. The scorecard goals are:

Remittance Processing

Remittance Processing is responsible for processing payments received by mail, which still represent the
majority of payments.

Customer Receivables

Customer Receivables is responsible for processing payments received from all sources other than mail
as well as reconciliation of the mail payments.

The Collect Payments subprocess deals with large volumes of transactions that are largely automated,
from envelope opening and check scanning, to generating payment files to update accounts in the CRS.
The majority of the process is highly automated under the guidance of the Xcel personnel. The bulk of the
activities of the groups are devoted to processing the mail, handling exceptions, and processing a small
percentage of the payments manually.

3.1.4.2 Process Improvement

No process improvement opportunities were identified

3.1.4.3 Training and Knowledge Retention

The Remittance Processing and Customer Receivables have defined activities that support user training
and individual coaching to sustain and develop personnel. In addition the group has defined activities for
the design, documentation, and testing of the business processes and procedures

3.1.4.4 Controls and Quality Assurance

GEM reviewed the business process that Remittance Processing and Customer Receivables use to track
their own activities and maintain quality performance levels. The Remittance Management function is
decomposed in Exhibit F-38. The Business Reporting and Performance Management processes are used
to report the results of payment processing and provide the inputs necessary to perform workload

planning.

Each day Customer Receivables reconciles Remittance Processing deposits to the CRS application of
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payments to ensure that all amounts that were deposited at the bank were posted to the system. General
Accounting's Cash Processes Team reconciles to the bank statements on a weekly and monthly basis.
This reconciliation helps to immediately identify any misposting or out-of-balance transactions. The
primary control for Remittance Processing and Customer Receivables requires end of month cash
reconciliation of bank deposits to the corresponding totals in CRS and JD Edwards systems.

3.1.5 Customer Contact Subprocess
The Customer Contact process is a support process, meaning that it does not directly fulfill one of the four
primary subprocesses but provides information and services to all of them. The high level customer
contact process is shown in Exhibit F-43. The Customer Contact Center also participates in the other
Ir:evenue cycle processes as represented in the other high level process interaction diagrams in Appendix
The inputs to this subprocess are:

= Customer contact to Xcel (via telephone, fax, mail, email, or website)
The deliverables of this process that relate to the revenue cycle are

= Satisfy customer information needs

= Answer Customer billing questions
The primary participants in this subprocess are:

= Call Center infrastructure

»  Customer Contact

3.1.5.1 Process Goals and Design

The goals for the Customer Contact subprocess are in the scorecards for the Remittance Processing and
Customer Receivables groups of Billing Services. The scorecard goals are:

The customer contact center handles a range of customer inquiries but the main types are billing
questions, reporting service outages, starting or stopping service, and arranging for credit (payment
plans.) Xcel has multiple call centers located in each Xcel jurisdiction and they are further divided into
groups that focus on Business and Residential customers.

The Customer Contact group requires knowledge of Xcel operating practices and people handling skills.
The initial and follow-up training and web-based Customer Care Quick Reference resource provide the
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support for the call agents to perform their work.

3.1.5.2 Process Improvement

= Enhanced call coding (for example, “High Bill" ,“Low Bill", or “Can’t Understand Bill" provides far
more useful information than simply “Billing” as a classification) by the Customer Contact Center
appears necessary to identify problems and trends earlier, because as the service areas have
increased in size and diversity, informal correlation of call trends needs to be supplemented by
additional analytics. Even allowing for the fact that call coding by customer representatives will
vary in quality, this would allow customer contact history to better identify trends, perform
anomaly detection, and allow post-analysis even among relatively small populations of
customers. By adding this information to the new Enterprise Data Warehouse, which contains
meter and customer tariff data, ongoing analyses and trending of call types across geographic
location, customer class, measuring device type, or even device lots become feasible.

= The PTJ and follow-up processes are complex and require the use of multiple systems to track
the actions. Users have to use Outlook or other ad hoc approaches to keep track of activity, and it
requires manual information transfer between systems to manage the workflow. Special meter
read requests are complicated to track and have too many handoffs. The current PTJ processes
should be re-evaluated to determine how the workflow tracking functions could better support the
individual performer’s work needs.

3.1.5.3 Training and Knowledge Retention

Customer contact center training and retention are important to the revenue cycle because of the direct
communication with customers and because the contact center employees, if developed and retained,
are a valuable talent pool to grow into positions of increasing responsibility in the revenue cycle.

There is an extensive training program for contact center new hires. A seven week training course
includes phone work one day per week taking calls that align with the skills that have been learned.
Improved screening has significantly reduced the attrition rate of trainees.

The Residential Contact Center had very high turnover rate that diluted the value of the training and the
average experience level of representatives. Xcel implemented a Progression Training Program in 2008
and it has improved the quality of the representatives and the retention of trained agents by providing a
path to permanent employment and job progression within Xcel.

Xcel provides additional sustainment training for the contact center agents based on cyclical needs, for
example, high bill sustainment training, disconnect moratorium, and marketing training. Some of these
are done regularly at appropriate times of the year, such as the disconnect moratorium. This sustainment
training proactively prepares call agents for expected surges in activity

There is no advanced training for the customer contact center specialist/team leader positions, but they
take the same sustainment training as the representatives, in addition to corporate team leader and
manager training.

3.1.5.4 Controls and Quality Assurance

Quality control for the customer contact center utilizes post-call surveys and an external survey service
called Voice of the Customer.
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3.2 Process Tests

GEM selected several key processes to test at the process performer level by observing the Xcel
employees’ activities or reviewing other audit documentation. The intent was to determine whether the
documented processes were heing followed.

3.21 Electric and Natural Gas Meter Testing

GEM reviewed the current Xcel internal and external testing processes for electric and natural gas meters
to determine if they are consistently applied, look for remaining gaps in the processes, and provide
recommendations on the completeness and robustness of the tests.

GEM finds that Xcel has been performing meter testing that has been typical in the industry for many
years. The Xcel meter shops follow set procedures for establishing lot samples and testing the accuracy
of new electric and natural gas meters that are consistent with industry practice, and there were no
observed gaps or problems with the meter accuracy testing processes. However, in many cases the
meter accuracy is not the real issue; Xcel's recent experiences are related to weaknesses with the new
AMR technologies that manifest themselves as either:

= Failure to transfer the proper reading for transmittal (mechanical connection failures in natural gas
meter module)

= Failure to record any consumption but transmit readings (natural gas meter damage)

= Failure to transmit the reading (RF communication problem for either natural gas or electric
meter.)

These problems are relatively new and primarily due to manufacturing defects, incompatibility between
modules and natural gas meters, or RF communication network weaknesses that are out of Xcel's direct
control after the meters are purchased and installed. Xcel can and is demanding that Cellnet improve its
equipment and technology; however this does not resolve the ongoing impact on customer billing of the
existing field deployment and does not fully address the fact that there remains a design tradeoff between
modules and natural gas meters that can cause mechanical failures in either component. The latest
Cellnet module version for natural gas meters has reduced the number of failures caused by the module,
but natural gas meters continue to be damaged by Cellnet modules. If these types of failures continue to
occur, Xcel should be prepared to adopt at least one of the following three paths:

= Realizing that these failures will occur, continue to enhance processes to detect and replace the
failed devices on an expedited basis and understand the root causes of the failures.

= Work with both Cellnet and natural gas meter manufacturers to find a more appropriate match
between the quality and robustness of the module mechanical components and the meter register
and internal gear construction.

= |f significant mechanical issues persist with Cellnet AMR modules on natural gas meters,
evaluate the possibility of utilizing a completely different module/register interface approach for
natural gas meters that does not make the same mechanical interface tradeoffs between
damaging the module and damaging the meter.

For both natural gas and electric metering AMR Xcel should:
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= Continue to refine and improve analysis practices and tools to identify and replace the problem
devices

=  Conduct discussions wirth Cellnet to seek mutually agreeable modifications tol'.

3.2.1.1 Xcel Testing

Xcel is enhancing its random and periodic testing of meters to include the AMR components and revise
sample sizes, although firm guidelines on sampling for modules was not in place at the time GEM
observed the testing processes and the equipment to test module RF communication was available only
for electric meter testing.

3.2.1.2 Cellnet Environmental and Mechanical Characteristics

For natural gas meters,E -
) o ]The ANSI B109 specitication for auxiliary devices for natural gas
meters says, In part, that the cases shall be moisture-proof material suitable for outdoor service in
ambient temperatures of -40° to 160° F.

After the failure of the Cellnet modules in 2007 and 2008, Xcel asked Cellnet if the natural gas module
model being used by Xcel was designed to operate in the temperatures of Xcel's service area.

3

Xcel also engaged an external testing lab to perform material composition tests and bend/break tests on
Cellnet natural gas meter module mechanical components. These confirmed that the material was as
represented by Cellnet, although the first set of replacements for the original module design still did not
completely meet first article test requirements.

3.2.1.3 Future Testing
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failures.

3.2.2 Rate Entry Process Tests

Correct and timely rate entry is a prerequisite to proper calculation of bills. The rate entry into CRS is
subject to a SOX control, RD-4. The short description of RD-4 is “A check sheet, second person
verification and SME [subject matter expert] sign-off are used to provide assurance that tariffs are
correct.”

A spreadsheet exists to assist a Rate Information Specialist in entering billing components to ensure all
components have been completed. One Rate Information Specialist inputs billing component changes
into the CRS Control environment and/or the CRS Production environment (depending primarily on the
time available to implement the change.) Spreadsheets are maintained to track all CRS tariffs and
unmetered charges. At least one other employee in the Revenue Analysis Department verifies entries for
accuracy and completeness.

GEM was provided the results of a test of the RD-4 control performed by Internal Audit on August 15,
2008. Out of the sample of 25 rates tested, 24 passed for 96% effectiveness. This level of performance is
only slightly higher than the level (95%) that would be rated a Deficiency for SOX purposes, and Xcel
should make efforts to improve performance on this control.

3.2.3 Billing Process Tests

This area was subjected to testing to ensure correctness and process effectiveness. As part of the
process review, supervisors and senior billing analysts worked with GEM to create the detailed performer-
level process flow diagrams shown in Exhibit F-35 (Dollar Value Exception), Exhibit F-36 (Estimate Gas
Usage — Dead Register), and Exhibit F-37 (Mass Market High Low Check.) GEM then observed two
separate billers performing most steps of these processes to confirm Billing Specialists’ understanding of
the exception handling, estimation, and cancel/rebill processes.

Both billers performed the processes essentially according to the documented processes. In the case of

the Dead Register estimation, the lowest of the customer’s natural gas usage for the comparable period
over the prior two years was used for the estimate.

3.3 Cellnet Contract Review

ol .'1

- oo
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3.4 Communication
Several categories of communication affect overall performance of the revenue cycle.
"3.4.1 Customer Contact Communication

To aid in the review of customer communication, GEM reviewed Xcel's database of metering and billing
complaints received by the Minnesota Public Utilities Commission, OAG-RUD, and the North Dakota
Public Service Commission from 2007 through the first quarter of 2009. The customer contact center staff
had a high turnover rate at the time of the 2007 — 2008 Cellnet problems, which may have contributed to
instances of incomplete or incorrect information being provided to customers at the onset of the problem.
Xcel later performed sustainment training and prepared information resources, talking points, and
consistent templates for explaining these problems to customers. In addition, Xcel is continuing to take
steps to increase retention of customer representatives, which provides a larger pool of more experienced
representatives to handle customer inquiries.

3.4.2 Field Communication

When every meter was manually read and therefore actually observed monthly by an employee, certain
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'fypes of failures and field conditions could be detected and reported more quickly. With AMR, a problem
consumption pattern must be identified in the data processing systems.

GEM'’s interviews with remaining meter readers and electric and natural gas meter technicians revealed
that many feel that today their observations of field conditions do not reliably result in follow-up actions,
and as a result they may be asked to perform the same action (for example, replace a meter or perform a
reread for a zero consumption meter) repeatedly. Some stated that they must report field conditions
directly to their supervisors in order for action to be taken, whereas many of these types of observations
could be reported directly through the handheld reading devices or mobile data terminals and reasonably
expected to result in some follow-up without involving the supervisor. Information from meter readers or
meter technicians regarding vacant premises also do not appear to be taken into account when
investigating possible DR (dead register, as inferred from repeated zero readings) conditions.

3.4.3 Intra-Process Communication

Xcel has instituted or broadened four types of cross-functional teams to enhance communication across
the revenue cycle.

= Executive Committee — The NSPM/NSPW Metering/Billing/Reporting Executive Committee meets
weekly and is comprised of senior management representing the relevant business, operations,
technology, and regulatory functions. Its mission is to ensure that Xcel meets or exceeds
customer and regulatory requirements for metering, billing and related regulatory reporting.

=  Meter to Mailbox Governance Team — The NSPM Meter to Mailbox Governance Team is
comprised of key stakeholders from customer solutions, technology, and regulatory functions. It
ensures implementation of all tasks necessary to meet or exceed customer and regulatory
requirements for metering, billing and related regulatory reporting.

« NSP and PSCo Cross-Functional Working Teams — These teams meet bi-weekly to share overall
Daily Operations Updates from such areas as: Meter areas, Billing, Meter Reading, Call Center,
Regulatory, and Business Systems. This forum provides an opportunity for the leaders of the
respective areas to share recent findings and activities and to seek assistance, share solutions,
or find answers related to current work.

» Rate Case Profile Teams — When a rate case or rate change is being developed, a formal team is
assembled with representatives from all affected disciplines. Although this is not a new practice,
over the last year Xcel has expanded the scope and formality of these teams. Exhibit F-21, the
high level Rate Change process interaction diagram, summarizes the groups involved in the rate
change process.

These cross-functional teams and explicit quality assurance initiatives have clearly led to more proactive
implementation of system and process improvements that support accurate billing, accurate information,
and the prompt resolution of problems and should be continued. Ultimately most of these groups’ results
should be formalized into process so that success is not based solely on continued face-to-face
communication and its associated high overheads.

During the interviews for this review, process performers from numerous groups expressed interest in
learning more about the remainder of the process. Most participants in the revenue cycle could benefit
from process level cross training. It would demonstrate the cross functional activities that are critical for
successful billing, as well as identify the contribution that each group makes to a timely and accurate bill.
For example, meter readers would better understand the impact on billing of a meter read that is outside
of the billing window, and a billing analyst or customer contact representative would better understand
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why it is important that the field technician know why a meter exchange is being requested. Process
documents such as SOX process diagrams or the process model developed during this review constitute
a suitable starting point and resource for creating this type of cross-functional training. In this type of
training the process documentation is the primary training tool, providing a framework for presenting the
shared knowledge, common use of technologies, and communication handoff methods needed for a
successful process.

3.4.4 Supervisory and Management Communication

During this review Xcel personnel at all levels of the organization were very aware of the Cellnet metering
and billing issues and all seemed aware that more timely and complete communication and escalation of
problems is always beneficial.

3.4.5 External Communication

External communication includes public statements to all or groups of customers, regulators, and
advocates.

Xcel, regulatory agencies, and external advocate groups all recognize that meter reading and billing
issues, in particular the Cellnet AMR problems that became apparent in late 2007 and early 2008 were
not communicated throughout Xcel or to regulatory, advocate, and customer stakeholders in a timely or
effective way. More recent metering problems have been quickly analyzed, quantified, and
communicated, indicating that Xcel has become more open in its communication processes.

Xcel recently began sharing internal performance scorecard measurements with regulatory agencies and
external advocate groups to show its current internal measurements of key metering and billing
performance metrics.

3.5 Staffing Trends

GEM requested the following staffing counts for areas that directly affect metering and billing performance
in order to explore the observations from several work groups that staff shortages had the potential to
affect metering or billing performance and to establish, if possible, whether staff had been reduced too
quickly following automation. Where a single organization primarily supports NSPM or the North region
including NSPM and NSPW, that count is shown and so indicated. The remaining organizations are
cross-jurisdictional, and the Xcel-wide count is shown.

Organization

Number of Filled
Positions on
January 1, 2006

Number of Filled
Positions on
January 1, 2007

Number of Filled
Positions on
January 1, 2008

Number of Filled
Positions on
January 1, 2009

Meter Services (Meter Shop and r

Meter Field Organizations) (NSPM)
Meter Reading (NSPM and NSPW)

Billing Services

Remittance Processing

Billing Products and Services

Customer Receivables

C&l Billing
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Organization Number of Filled Number of Filled Number of Filled Number of Filled
Positions on Positions on Positions on Positions on
January 1, 2006 January 1, 2007 January 1, 2008 January 1, 2009

Mass Market Billing Operations

Customer Contact Center
Regulatory Administration (NSPM)

Data Coordination and Quality _I
These counts are at a fairly high level, and they should be viewed as only indicative because they do not
include contractors and in some cases reflect shifts of personnel between organizations or subgroups
rather than an overall change in staffing levels. The primary conclusion that GEM reaches from this
information, as it relates to the current revenue cycle process review, is that there was no widespread

reduction in staffing in key groups during the 2007 — 2008 period when the Cellnet metering and
associated billing problems were at their peak.

3.6 Technology and Data Integration

3.6.1 Customer Resource System (CRS)

CRS is Xcel's customer information and billing system for its entire service territory. It was put into service
between 2004 and 2005.

From the revenue cycle viewpoint, the CRS has several weaknesses:

Rate setup is complex.

= Some activities, including meter exchanges and cancel/rebill, require more work and extra steps
to accomplish in CRS compared to Xcel's prior customer system.

T

L

While these limitations lead to suboptimal process performance in some cases, they do not represent
material defects for the purpose of customer management or billing.

Many of the work processes and information flows in the revenue cycle are built around a CRS concept
called a Process Tracking Job (PTJ.) CRS users, the CRS itself, or integrated systems can create a PTJ
for a customer account to trigger a task, investigation, or other work activity to be performed by the user's
work group or, more typically, other work groups. Progress on the work activity and its resolution become
part of the customer/premise record. The PTJ concept is a good unifying approach but the PTJ tool and
Xcel's implementation have limitations. For example, the current implementation of the PTJ workflow
requires Xcel staff to manually keep track of the jobs and search for the results in CRS to determine the
status, rather than routing the PTJ back to the initiator or initiating group if so desired and escalating if the
task is not completed in a timely manner.

At the time of the Scoping Phase of the Revenue Cycle Process Review,[ ]
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3.6.2 Monitoring Device Management System (MDMS)

MDMS is the system of record for meter assets and plays a central role in provisioning customers with
meters, defining register to tariff relationships, and tracking meter test history.

All indications are that MDMS is fulfilling its meter inventory and test management functions adequately to
support the revenue cycle. However, reporting on meter related work management, which used to be
highly useful when meter dispatching was centralized in MDMS, now requires highly specialized skills
because of the distribution of work management functionality between CRS, the Mobile Dispatch System
and MDMS.

3.6.3 Meter Reading Acquisition System (MRAS) -

MRAS is the reading repository for all meters read monthly, daily, or on scheduled intervals. The
repository holds all readings obtained through meter reading sources other than those manually entered
into CRS. It also holds meter data and meter reading route information.

At the time of the Revenue Cycle Proce_ass Review Scoping Phase,[

3.6.4 Mobile Dispatch System

The Mobile Dispatch System consists of a work order dispatching facility and mobile data terminals
(MDTs) installed in many, but not all, field crew vehicles. It is integrated with the CRS and MDMS to allow
it to create work orders from CRS PTJs and to communicate status of the work orders back to CRS and
MDMS.

Section 3.1.1.2 describes opportunities to improve the use of the Mobile Dispatch System in the revenue
cycle process.

3.6.5 Interface Exception Handling (IEH)

The IEH is a consolidated database of interface transactions and exceptions. Its principal role is to record
meter-related (set, remove, and exchange) transactions between the Mobile Dispatch System, MRAS,
and CRS. When the transactions are successful, users do not need to take any action. But when a
transaction fails or when certain types of transactions that are not fully automated occur, users access
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this system to investigate the transaction and determine necessary remedial actions.

3.6.6 Enterprise Data Warehouse

The Enterprise Data Warehouse is a data warehouse project initiated by Xcel in 2006 to consolidate
multiple sources of information across Xcel. At this time it is in pilot use and contains important
information extracts from three core revenue cycle systems — MDMS, MRAS, and CRS.

This is a timely and important initiative for the revenue cycle, because access to information has been
more difficult since meter maintenance functionality was split between MDMS, CRS, and the Mobile
Dispatch System beginning in 2004. Since the time of that split, reporting to manage and track work has
required additional and specialized resources. Knowledge of multiple systems has been required to
synthesize the reporting information.

To be most useful to the revenue cycle, Mobile Dispatch System data should be included in the
Enterprise Data Warehouse on at least a daily basis, as well as customer contact information with

enhanced call coding.

The Enterprise Data Warehouse provides an effective platform for simplifying the multiple reconciliation
reports that are now used to compare meter installation information among Xcel systems and between
Xcel and Cellnet. But similar to today the challenge remains ensuring that there is a single point of
data/process ownership so that someone is explicitly responsible for consistency of the meter information
from ordering through retirement and through all activities between.
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4,

Billing Accuracy and Service Quality

This section summarizes the business process factors, including supporting technology, that influence
billing accuracy and describes candidate service quality measures related to billing accuracy.

For the purposes of this review, the definition of billing accuracy (which maps to the four revenue cycle
subprocesses) is:

1)

2)

3)

4)

The customer is provisioned with suitable metering equipment and an appropriate rate
assignment, and all data processing systems have a complete and accurate representation of the
customer, location, metering equipment, and rate.

An accurate measurement of actual usage and any other required quantities is obtained on the
periodicity required by the tariff.

The bill calculations are properly performed according to the applicable tariff, and a correct
statement of usage and charges is provided to the customer.

The payment rendered to Xcel is applied to the customer’s account.

Exhibit 4-1 presents a more detailed breakdown of the factors that can adversely affect billing accuracy in
each of the four revenue cycle subprocesses. The meanings of the columns in the table of Exhibit 4-1

are:
» Subprocess — The Revenue Cycle subprocess where the source of billing inaccuracy is
introduced.
= Source of Inaccuracy — The source of inaccuracy.
»  Systemic — Does the source of inaccuracy tend to be long-term and hidden?
» Influence of Process on Root Cause — To what extent is the root cause caused by or
influenced by the business process?
= Detection Mechanisms — How is the inaccuracy detected?
= Influence of Process on Detection — To what extent does or could the business process detect
the source of inaccuracy?
» Remediation — How is the inaccuracy remediated?
» [Influence of Process on Remediation Performance — To what extent does or could the
business process remediate the inaccuracy?
=  Sampling — Is the level of accuracy or inaccuracy only (or primarily) measurable through
sampling?
s Metrics — How can performance of this factor be measured?
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»  Notes — Additional remarks.
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4.1 Bill Accuracy Metrics

4.1.1 Indirect Indicators

Cancel/rebill counts are often used as an indicator of bill accuracy. Over 50% of cancelirebill activities are
related to tenant changes or similar conditions where timely information is not received from customers,
over which Xcel has little or no control. The remaining types of cancel/rebills should be considered
controllable by Xcel to some extent and fall into the following categories:

» DREG (dead register) — No reading available due to either a failed meter, AMR module, or RF
communication problem

» Meter exchange not processed within the timeframe that allows reading in the billing window

=  Misread

» Incorrect rate or tax

= |nvoice reversed

= Peak control contract waiver

*  Previous estimated bill

= Specialized meter correction

= Uncategorized ("Do Not Use" code)
The cancellrebill reason is a drop-down selection from the CRS, and the selection is a subjective process.
If a cancellrebill metric is used to measure billing accuracy, the cancel/rebill dollar deltas between the

original bill and the rebill (after removing tenant changes and other cancel/rebill causes that Xcel cannot
reasonably control) should also be included in the metric.

4.1.2 Accuracy Component Measures

Recognizing that each of the items in Exhibit 4-1 directly influences billing accuracy provides an effective
way to link individual subprocess and business unit goals directly to the overall goal of bill accuracy as
well as a path to defining meaningful service quality measures.

4.2 Service Quality

Xcel's current Minnesota electric and natural gas tariffs include one service quality measure (Meter
Reading) that directly relates to billing accuracy. The Meter Reading service quality provision is intended
to minimize the number of unread meters. The benchmark for the months of April through November is
that 90% of all meters are read. The benchmark for the months of December through March is that 80%
of all meters are read.

Customer complaints forwarded from the Consumer Affairs Office (CAO) of the Minnesota Public Utilities
Commission and the Office of the Attorney General-Residential Utilities Division (OAG-RUD) are also
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2. XcelEnergy

reported as part of the Minnesota service quality measures, but even though Xcel classifies them under
metering, billing, and several other categories, they constitute only a very general indicator of metering
and billing performance.

The Service Extension Request Response Times service quality measure, while related to the overall
operation of the revenue cycle, is not directly related to billing accuracy.

Service quality measures such as electric distribution reliability indexes or call answering times are widely
used across utilities. But billing accuracy is more difficult to measure and has seldom been used directly
to measure utility performance for regulatory purposes. In the absence of an industry standard for either
the measurement approach or the performance targets, GEM recommends that Xcel and the relevant
regulatory bodies consider the following approach to implementing additional service quality measures
that more directly address metering and billing accuracy:

= Measure and report Xcel's performance for each of the sources of billing inaccuracy listed in
Exhibit 4-1 for a baselining period of one year. Xcel already measures many of these sources as
part of its current controls or scorecards.

= In addition to using these measures as immediate indicators for process improvement, select the
factors with the largest influence on billing accuracy as reference values from which to define
annual improvement targets.

« Continue to measure and trend the remaining factors internally to Xcel to reduce the chance that
unexpected changes in performance will go undetected.
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5. Billing System Test

Xcel currently uses a semi-automated mass market test suite and a less automated test approach for C&l
customers as part of its ongoing Quality Assurance process. These tests rely on spreadsheet templates
and, in the case of mass market testing, a program and database of billing factors. The spreadsheets and
billing factors are used to calculate and compare many, but not all, billing line items with the values
produced by CRS.

During the Scoping Phase Xcel and GEM identified the following opportunities for improvement in the
current billing calculation tests:

= Certain rates, riders, taxes, and fees are not included in the test suite.

= Because the bill calculation tests do not include all components and proration algorithms,
systemic mismatches must regularly be investigated, which detracts from identification of actual
issues.

= A fixed, limited set of accounts with simulated usage and demand readings is used for mass
market testing.

» Rate combinations are not consistently included in the test suite, making it difficult to assess the
level of test coverage that has been achieved.

» Different approaches are used in the mass market and C&l billing areas.

= The C&l billing tests are executed less frequently than the mass market tests because they
require more manual interactions. (C&! Billing has an objective of testing each C&l rate at least
once per year.) This exposes Xcel to the risk that a rate calculation could be incorrect for an
extended period of time. Although a small number of customers might be affected by an error on
a particular C&l rate, the impact to those customers could be significant.

= Spreadsheet templates have the potential to introduce and propagate errors because they are
copied and modified to represent new rates, and calculations within spreadsheets are not always
easily traceable.

= [t is time consuming and requires specialized knowledge to configure the spreadsheet templates
and billing factor database, particularly for rate cases where there are multiple new or changed
rates.

A review of billing issues that affected multiple customers during 2008 shows that nearly one-fourth of the
issues were caused by calculation or data errors that GEM believes could have been avoided or detected
earlier if a more comprehensive billing accuracy test had been in place. A reasonable standard for
correctness of automated billing calculations given correct input data is 100%, which is consistent with
SOX standards for automated processes. That standard can be best assured by comprehensive testing
of the CRS billing calculations. In the absence of a more robust bill calculation test suite, GEM would not
be in a position to assert confidently that CRS is calculating accurate bills, based on what the Scoping
Phase revealed about the limitations of current bill calculation testing.

Xcel, in response to findings from Internal Audit and the Meter to Mailbox Governance Team, is
considering enhancements to its current billing calculation tests that address some, though not all, of the
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opportunities for improvement listed above.

GEM is creating a Bill Test system’ to assess the core calculation accuracy requirement by providing
independent, automated bill calculations that can be compared with the results of the CRS billing
calculations. The Bill Test system consists of billing objects necessary to represent electric and natural
gas rates and bill calculations in all Xcel jurisdictions and a set of web pages to configure test versions of
actual rates, charges, factors, adders, taxes, fees, effective dates, and similar billing determinants. Within
the scope of the current review, GEM will configure and test Minnesota and North Dakota electric and
natural gas rates.

At the time of preparing this report, GEM was nearing completion of the Bill Test system development and
using the current electric and natural gas rate books to create independent test versions of the Minnesota
and North Dakota rates and rate combinations that are billed in the CRS. During the remainder of August
2009, as development, creation, and validation of the remaining Minnesota and North Dakota test rates is
performed, samples of actual CRS bill calculations will be compared with the Bill Test system
calculations. Any mismatches will be reviewed to establish whether they represent calculation, factor, or
rate interpretation discrepancies in the GEM Bill Test system or the CRS. Summary results from this
testing will be included in Appendix D in an update to this report on or about September 2, 2009.
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Appendix A Summary of Recommended Actions and Process Improvement Opportunities
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Summary of Recommended Actions and Process Improvement Opportunities

The following two tables summarize the recommended actions and process improvement opportunities
identified during the Revenue Cycle Process Review and presented in Section 2 (Key Results) and
Section 3 (Process Review) of this report. To accommodate the structure of the original Scope of Work,
some of the recommended actions and process improvement opportunities were repeated or restated in
Section 2 in alternate forms appropriate to the various Scope of Work items.

Recommended Actions

Action Alternate/Related Action Description

1) Centralize information collection and reporting | [Use] the Enterprise Data Warehouse [to provide a]
on all sources of billing inaccuracy described standardized set of daily, weekly, and monthly
in Section 4, Billing Accuracy and Service reports for measuring organization, process, and
Quality, to support continuous monitoring and | performer goals against the overall revenue cycle
improvement of billing accuracy. objectives.

Create reports of CRS estimation accuracy and
bias based on comparing the estimated values with
measured values for the same period in prior years
in order to assess estimation performance.

Either expand Xcel's current, in-house bill
calculation verification test program or adopt the
Bill Test system that GEM is developing within the
scope of this review to sample and analyze a larger
number of actual rates, tariffs, riders, taxes, fees,
and other hilling components using production
billing system data on a more systematic basis.

2) Measure and report Xcel's performance for
each of the sources of billing inaccuracy listed
in Exhibit 4-1 of this report on a monthly basis
for a baselining period of one year.

3) In addition to using [the] measures [in Exhibit
4-1] as immediate indicators for process
improvement, select the factors with the
largest influence on billing accuracy as
reference values from which to define annual
improvement targets, and continue to
measure the remaining factors internally to
Xcel to reduce the chance that unexpected
changes in performance will go undetected.

4) Align business unit and subprocess goals with | Align organization, process, and process performer
an overall revenue process billing accuracy performance improvement goals with the overall
improvement objective by means of the revenue cycle billing accuracy improvement goals
individual billing accuracy factors summarized | described in Section 4, Billing Accuracy and
in Section 4. Service Quality.

5) Document the full set of revenue cycle

controls in a comprehensive Quality
Assurance plan.

m Global Enterprise Managers, Inc.
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PUBLIC DOCUMENT
TRADE SECRET AND SECURITY DATA EXCISED

NON-PUBLIC DATA
IN BRACKETS

Action

Alternate/Related Action Description

6)

Ensure that all of the sources of billing
inaccuracy listed in Exhibit 4-1 of this report
are included in the set of revenue cycle
controls.

Ensure, either by the Internal Audit group or
another independent Quality Assurance
group, that the controls are being regularly
tracked and promptly acted upon by the
appropriate business group.

8)

[Make] a set of measurements related to
potential sources of billing inaccuracy selected
from those described in Section 4.2 [...]
available to regulatory agencies and external
advocate groups on a regular basis in the
form of new service quality metrics.

9)

=

s

10) Ensure that the additional internal random and

period testing and RMA testing and tracking
on failed integrated electric meters and
modules is designed to predict integrated
meter/module trends, since the long-term
performance and potential failure modes of
these measuring devices are not yet well
established.

‘E?J Global Enterprise Managers, Inc.
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Action Alternate/Related Action Description

12ff7

5

13) Complete and formalize receipt sampling and
test processes for the AMR modules that Xcel
receives with most new meters.

14) Continue to update the types of “safety nets”
that are in place to identify and efficiently
remediate metering and meter reading
problems when they occur. The issues of
repeated readings that began in late 2007 and
2008 were not caught quickly by the CRS
billing stop bill checks, consecutive estimate
checks, or zero usage checks. When every
meter was actually observed by a meter
reader, certain types of failures and field
conditions could be detected and reported
more quickly. With AMR, a problem
consumption pattern must be identified in the
data processing systems.
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Action

Alternate/Related Action Description

15)’If natural gas meters continue to be damaged
by Cellnet modules, adopt at least one of the
following three paths:

= Realizing that these failures will occur,
continue to enhance processes to detect
and fix the failures on an expedited basis
and understand the root causes of the
failures.

= \Work with both Cellnet and natural gas
meter manufacturers to find a more
appropriate match between the quality
and robustness of the module mechanical
components and the meter register and
internal gear construction.

= [f significant mechanical issues persist
with Cellnet AMR modules on natural gas
meters, evaluate the possibility of utilizing
a different module/register interface
approach for natural gas meters that does
not make the same mechanical interface
tradeoffs between damaging the module
and damaging the meter.

16) Establish goals for investigating and
determining root cause for meters on the Lost
Meter report. The Lost Meter report lists
meters that are providing automated readings
but that are not known to Xcel's information
systems.

17) Implement an AMR Natural Gas Meter
assessment program to find and repair meters
that are under-reporting usage due to
register/module interface slippage.

18) Ensure that the meter reading resource
staffing level is sufficient to read all manual
routes under normal conditions — which is
Xcel's current policy — and also to account for
potential de-automation — the reversion of
selected AMR electric or natural gas meters
for which reliable automated readings cannot
be obtained back to manual reading

m Global Enterprise Managers, Inc.
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Action

Alternate/Related Action Description

19) Create more comprehensive structured
training courses for advanced mass market
billing analysts, C&l billing analysts, and rate
information specialists and use these training
courses to upgrade current skill levels and
introduce additional resources into these
groups as needed.

Establish more formal progression of advanced
training for all billing analysts, but particularly C&l
billing analysts, to shorten the time required to
make a billing analyst fully productive.

20) Plan for staffing increases in C&l Billing area
to prepare for retirements and to
accommodate the non-C&l tariff work that has
been added to this group’s responsibilities.

21) Evaluate Business System staffing levels to
ensure appropriate support levels are
maintained for processes that are automated
and for new technologies that are
implemented to support the revenue cycle
process.

22) Implement more cross functional training on
the revenue cycle processes so that
participants better understand how they fit into
the process and how other groups also fit in.

Create revenue process training courses that
clarify each process performer’s role in the overall
process, handoffs between roles and groups, and
best practices for using the CRS, IEH, Mobile
Dispatch System, and other shared technologies.

Develop and deliver formal revenue cycle process-
wide familiarization training for most revenue cycle
participants so the impacts of actions in one area
on others are better understood by all process
performers.

23) Improve time tracking for the time that
employees dedicate to special projects as
compared to core job activities to support
better workload trending.

24) Capture additional business process
knowledge from experienced workers by
documenting the processes at a performer
level across the revenue cycle, and make this
information available to all revenue cycle
participants.
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Additional Process Improvement Opportunities

The items in the following table represent opportunities for process improvement or business efficiencies.

Opportunity Alternate Forms, Related Opportunity
Description, or Report Cross Reference

1) Define key billing accuracy measures
(including those selected as key controls from
the set of metrics in Section 4.1) to trigger
employee notifications when they are violated,
require positive confirmation that they have
been addressed, and be subject to escalation
if they are not resolved in a timely manner. If it
is not possible to achieve this type of business
process management with the current CRS
workflow technology, evaluate business
process management (BPM) tools that can be
integrated with the CRS and other Xcel
systems to provide advanced business
process notification, workflow, routing, status
tracking, and escalation capabilities.

2) [Clontinue to review and refine customer letter
templates for explaining billing errors and

rebilling.

3) Conduct a requirements analysis for the Update Mobile Dispatch System capabilities for all
Mobile Dispatch System to identify the set of field support groups, as the current implementation
additional configuration, functional does not meet the needs of the meter support
enhancements, integration, and training groups.

necessary to support the field installation and
maintenance processes, which are critical to
improving metering performance.

4) Incorporate customer contact center
information into the Enterprise Data
Warehouse and combine this with enhanced
call coding to provide trending and anomaly
detection on call type, geographic location,
customer class, measuring device type, or
device lot. As the Xcel service areas have
increased in size and diversity, it has become
more important for informal correlation of call
trends to be supplemented by additional
analytics.
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Opportunity Alternate Forms, Related Opportunity
Description, or Report Cross Reference

5) Review the business utilization of the PTJ as
a workflow tracking tool and determine if
changes in the way PTJs are used will better
suit the work needs. If the PTJ approach
cannot meet Xcel's business needs, evaluate
commercial business process management
(BPM) tools that could potentially provide the
benefits of the PTJ work tracking approach to
both the revenue cycle and other Xcel
business processes while providing the
routing, escalation, and tracking needed for
more efficient work processes and improved
customer service.

6) [Continue] development of the Enterprise Data
Warehouse initiative, with the objective of
supporting [a] flexible, ad hoc reporting facility
allowing various business units involved in the
revenue cycle to create new views of
customer, metering, billing, and remittance
data as needed.

7) Revise the BCL new premise/account/rate Refer to Section 3.1.1.4
setup process for increased automation and
improved quality assurance.

8) Restrict meter exchanges only until the actual | Refer to Section 3.1.2.2
reading is recorded, not throughout the entire
read window.

9) Review ways to reduce the impact of the Refer to Section 3.1.2.2
reduced reading window on manual (handheld
and van) meter readers.

10) Improve field meter location selection and Refer to Section 3.1.2.2
recording of locations

11) Review the project management tools and Refer to Section 3.1.3.2
training for the Regulatory Administration
group, and possibly the roles in the group
itself, to ensure that it can continue to
effectively accommodate both the core
regulatory responsibilities and the important
project management role.

A-7
m Global Enterprise Managers, Inc. Revenue Cycle Process Review
Final Report Volume 1
August 12, 2009



€2, XcelEnergy

Appendix B Revenue Cycle Process Review Interview List

B-1
m Global Enterprise Managers, Inc. Revenue Cycle Process Review
Final Report Volume 1
August 12, 2009



@ Xcel Energy-

Revenue Cycle Process Review Interview List

GEM interviewed the following employees and contractors during the Revenue Cycle Process Review. In
some cases multiple employees with the same Xcel Energy job title or contract support role were

interviewed.

Xcel Energy Job Title or Contract Support Role

Nature of Discussion

Analyst, Billing Support

Create Bill subprocess, detailed review of selected exception
handling processes

Analyst, Business Integration Customer Care

Create Bill subprocess, Collect Payment subprocess, rebilling,
estimation, process accuracy, detailed review of selected exception
handling processes

Analyst, Solutions Support

BLR12, CRS mass market rate testing

Collections Field Representative (MN)

Collection work practices

Consultant, Solutions

MRAS, customer billing, CRS change management

Consultant, Strategy and Planning

Create Bill subprocess

Contractor, Sr Specialist Field Operations

Technology questions for BCL

Credit Specialist

Measure Product Delivery subprocess NSPM

Director OpCo Business Operations

Meter installation and maintenance processes, meter failure data
from RMA process

Director, Billing Services

Create Bill subprocess, Collect Payment subprocess, rebilling,
estimation, process accuracy, goals, business indicators, problems

Director, Customer Contact Center

Customer Contact Center structure, roles, training, and revenue
cycle process support

Director, Customer Operations

Process improvement and quality assurance initiatives

Director, Gas/Electric Meter Shop & Field Operations

Meter inventory, meter accuracy

Director, Meter Reading

Cellnet, meter reading processes across the system, meter reading
goals

Director, Revenue Analysis

Rate implementation business process and objectives

Electric Meter Shop Assistant

Electric meter testing

Electric Meter Technician

Electric meter testing

Executive, Business Technology, Customer Consumer

Billing and customer care systems, system development process,
billing accuracy objectives

Field Operaticns Manager

Meter reading PSCO

Field Operations Supervisor

Meter reading PSCO

Field Technician - Gas Utilization

Review field work use of Mobile Dispatch System for natural gas
meter work

Gas Meter Engineer

Natural gas meter testing and reliability

Gas Meter Technician

Natural gas meter testing

Lead - Gas Utilization

Review field work scheduling for natural gas

Manager Business Analytics

Enterprise Data Warehouse - current abilities

Manager Data Analytics

Enterprise Data Warehouse - current abilities

Wl Global Enterprise Managers, Inc.
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Xcel Energy Job Title or Contract Support Role

Nature of Discussion

Manager Gas/Electric Meters

Cellnet, meter reading processes across the system, meter
installation and maintenance processes, goals, business indicators,
problems

Manager Remittance Processing

Collect Payment subprocess, functional decomposition, goals, and
metrics

Manager, Audit - Utilities Group and Finance

Review internal audit initiatives and overall revenue cycle quality
assurance

Manager, Billing Products and Services

Create Bill subprocess

Manager, Business Solutions Center

Customer contact center participation in revenue cycle

Manager, C&l Billing

Create Bill subprocess, C&l rate testing, exception processing

Manager, Customer Care Performance

Revenue cycle process review, meter-to-mailbox project

Manager, Customer Care Talent and Training

Revenue cycle training, new employee and sustainment customer
contact center training, and reactive training

Manager, Customer Contact Center

Customer Contact Center structure, roles, training, and revenue
cycle process support

Manager, Customer Receivables

Collect Payment subprocess, functional decomposition, goals, and
metrics

Manager, Gas Pricing & Planning

Rate and rate case development

Manager, Mass Market Billing

Create Bill subprocess, rebilling, estimation, process accuracy

Manager, Planning and Performance

Functional decomposition of meter installation and maintenance

Manager, Regulatory Administration

Objectives, ratemaking process, internal and external
communications

Manager, Revenue Cycle

Measure Product Delivery subprocess NSPM

Manager, Revenue Cycle Field Ops

Measure Product Delivery subprocess NSPM

Manager, System Performance

Meter testing, meter accuracy, review meter failure data from RMA
process

Managing Director, Customer Care

Objectives, current problem areas, Cellnet issues, customer care
goals

Meter Engineering

Meter Testing and reliability, review meter failure data from RMA
process

Meter Maintenance Manager

Landis & Gyr support for AMR technologies

Meter Reader

Drive-by automated meter reading (PSCO)

Meter Reader

Manual meter reading (PSCO)

Meter Reader (MN)

Meter reading NSPM

Meter Tech

Landis & Gyr support for AMR technologies

President & CEQ, NSP Minnesota Jurisdiction

Review objectives, quality assurance, process sustainability, key
business issues, goals. monitoring of review

Program Manager

Landis & Gyr support for AMR technologies

Project Director

Meter installation and maintenance processes (Cellnet deployment
project)

Project Manager, Revenue Cycle

Responses to Phase 1 (Scoping) information request

Rate Information Specialist

Rate case entry and scheduled rate change processes
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Xcel Energy Job Title or Contract Support Role

Nature of Discussion

Regional Vice President, MN, ND, SD

Reasonableness standards, organization for multi-jurisdictional
company

Scheduler

Review Field work Scheduling

Scheduler, Electric Meter Dispatch

Electric meter testing

Senior Analyst, System Performance

Meter installation and maintenance processes, technology
questions for MDMS, CRS, IEH, and Mobile Dispatch System

Senior Business Manager, Customer Billing

Billing and customer care systems, system development process,
rebilling, estimation, Enterprise Data Warehouse

Senior Business Manager, Customer Care Center

Billing and customer care systems, system development process

Senior Instructor, CCC

Revenue cycle training, new employee and sustainment customer
contact center training, and reactive training

Solutions Consultant

Enterprise Data Warehouse - current abilities

Specialist Electric Metering

Review field activity for electric meter work

Specialist, Billing

Review billing corrections

Supervisor Billing

Create Bill subprocess

Supervisor Electric Meters

Meter installation and maintenance processes

Supervisor Gas Meters

Meter installation and maintenance processes, field work
scheduling

Supervisor Metro West Field

Meter installation and maintenance processes, field work
scheduling

Supervisor, BCL

Technology questions for BCL

Supervisor, Billing Operations

Create Bill subprocess

Supervisor, C&I Billing (CO)

Create Bill subprocess (C&l)

Supervisor, C&l Billing (MN)

Create Bill subprocess (C&l)

Supervisor, Collecticns Metro

Measure Product Delivery subprocess NSPM

Supervisor, Field Operations

Measure Product Delivery subprocess NSPM

Supervisor, Network Performance

Cellnet, meter reading processes across the system

Supervisor, Remittance Processing

Collect Payment subprocess, functional decomposition, goals, and
metrics

Team Lead

Meter installation and maintenance processes

Tearmn Lead, Customer Contact Center

Customer Contact Center structure, roles, training, and revenue
cycle process support

Vice President, Customer Solutions

Revenue cycle goals and objectives

Vice President, Government & Regulatory Affairs

Organizational structure for rate implementation, cost/benefit
approaches, Cellnet contract, rates and regulatory interactions,
audit approaches
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Appendix C  Document Inventory
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Document Inventory

Xcel provided the documents listed in this appendix to GEM during the Revenue Cycle Process Review.

Document Issue Date Document Name
2/2/2007 Meter Reading Acquisition System (MRAS)
4/24/2006 Circle of Life of a New Meter Set
Unknown Energy Interfaces
212/2009 Xcel Billing Issues - External Review
2/13/2009 RE: Phase 1 Scoping Interview Guide
11/27/2006 List of most common tariffs/rates
1/28/2009 Retail Billing Issues Meeting
2/12/2009 Billing Projects / Project Tracking Report
8/21/2008 RESPONSE TO COMMISSION NOTICE AND REBILLING PLAN DOCKET NO. G-0002/CI-08-871
11/14/2008 IN THE MATTER OF AN INVESTIGATION INTO NORTHERN STATES POWER COMPANY, A
MINNESOTA CORPORATION, INACCURATE GAS METERS, RECALCULATION OF BILLS, AND
RELATED ISSUES DOCKET NO. G-002/CI-08-871"
11/25/2008 Docket No. G-002/CI-080871 Natural Gas True-Up Information
1/12/2009 UPDATE AND RESPONSE TO COMMISSION ORDER DOCKET NO. G-002/CI-08-871
3/17/2006 Stop Billing Rules
12/10/2008 Retail Revenue Listing of Controls as of 12/10/2008
5/6/2008 Meter Inventory Process Overview
5/6/2008 Meter Accuracy Process Overview
6/13/2009 Meter Reading Process Overview
5/15/2008 Customer Resource System (CRS) Billing Process Overview
3/31/2008 Remittance Processing Process Overview
2/25/2008 Builders Call Line Process Overview
3/31/2009 Unbilled Revenue Process Overview
7/8/2008 Process Overview for Rate Development
5/4/2008 Credit and Collections Process Overview
Unknown PUC Table for Billing Corrections All States
2/12/2009 Payment Options
Unknown Rate Implementation Process & Procedure
Unknown Rate Case Analysis Spreadshest Documentation Guidelines
Unknown 2008 ND_Electric.xls
Unknown SPS TEXAS RATE CASE 2009PV.xls
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Document Issue Date Document Name

2212007 Meter Reading Acquisition System (MRAS)

2/18/2009 TM Tariff Maintenance Screen Shot

2/18/2009 TM Unmetered Charge Maintenance

9/6/2007 2008-GCC-CHG1 100 Xcel Change.doc

Unknown No Bill Dollars Comparison 2006 to Current

Unknown Weekly Meter Exception Rate

Unknown Remittance Processing Deposit Tracker

Unknown Customer Receivables Total Exceptions Tracker
2/18/2009 Interface techniques overview

Unknown Customer Care and Revenue Cycle - 2009 Strategic Plan and Goals
2/17/2009 Update on select NSP MN Meter-related issues

6/5/2008 IEH Exception Processing

Various IEH Job Aids

Unknown Billing IEH Stats 2/9/09 - 2/15/09

Unknown Customer Care and Revenue Cycle Scorecard - January 2009

Unknown Customer Care Communications Rate Case / Filing Question and Answer Request Form
Unknown Communication Guidelines and Work Plan for Billing Issues

Unknown No Bill Load Points Statistics
2/12/2009 Meter Reading Performance Weekly Status Report

Unknown MDMS - Looking Up a Job

Unknown CRS Premise Counts by Tariff Class 6-23-2005b.xls

Unknown WI 3443 02-11-08_MM.xls

8/11/2008 Change Management Operational Process & Procedure for Xcel Energy Account
Unknown Regression Test Tracking Template.xls
2/19/2009 Reversal Analysis Report for 2/19/2009 to 2/19/2009

Unknown CR Listing

Unknown Billing Metrics
6/28/2007 QA Process for BLR12

Unknown PTJ Matrices

2/2/2009 IMC Report List

9/9/2009 Unbilled Services Summary Report

2/17/2009 C&l-Survey-TOU reads 2008.xls

Unknown Overview of C&l Metering
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Document Issue Date Document Name
2/2/2007 Meter Reading Acquisition System (MRAS)
12/2008 Mass Market Billing
12/2008 C&l Billing Scorecard
12/2008 Billing Services and Operations (BSO) Scorecard
12/2008 Customer Receivables Scorecard
12/2008 Remittance Processing Scorecard
5/18/2004 Glossary of Terms
Unknown CRS Basics
Unknown Stop Billing Rules Index
7/2006 Stop Billing Rules Details
Unknown RES_Billing_Glossary
11/27/2006 List of most common tariffs/rates
Various Xcel Energy Company Information
2/12/2009 Xcel Energy Organization Charts
2/12/2009 Ordering Energy Services
2/12/2009 TruCheck PTJ
2/3/2009 Interval and Net Billing
8/27/2008 Tariffs
2/12/2009 Daily Processing Reports for 2009-02-12
Unknown Billing Problem Summary
Unknown Customer Metrics from the Billing Services Scorecards (Jan-09)
Unknown CRS Estimating Overview
7/6/2007 CONSUMPTION ESTIMATING SYSTEM
Unknown Degree Day Estimation laymans terms
6/26/2007 Gas estimation emails
Unknown Bill Estimation Examples
6/18/2007 Sample Electric Estimated Bill
6/18/2007 Sample Gas Estimated Bill
Unknown Gas Estimation Steps and Calculations Spreadsheet
Unknown Gas and Electric Estimation Spreadsheet
Unknown Feb 2005 thru Dec 2008 Cancel Rebills Analysis IMC Report Grouping
Unknown Billing Component DEVELOPMENT Process
Unknown New/Changed Billing Component Implementation Outline
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Document Issue Date Document Name
2/2/2007 Meter Reading Acquisition System (MRAS)
Unknown Billing Component IMPLEMENTATION & QUALITY ASSURANCE
Unknown Billing Process
Unknown New/Changed Billing Component Work Plan
Unknown IN THE MATTER OF NORTHERN STATES POWER COMPANY'S, A MINNESOTA
CORPORATION OPERATING IN NORTH DAKOTA, NATURAL GAS METER AND BILLING
SERVICE ISSUES Case No. PU-08-627 PROPOSAL FOR RESOLUTION
5/6/2008 2008 Meter Inventory Process Overview.doc
5/6/2008 Meter Inventory 2008.vsd
5/6/2009 2008 Meter Accuracy Process Overview.doc
3/1/2008 Meter Accuracy 2008.vsd
5/15/2008 CRS Billing Process Overview May 15 2008.Doc
5/13/2008 CRS Billing Visio Map 13 May 2008_UPDATED BLR58_05-22-08.vsd
1/16/2009 Builder's Call Line Process Overview 16 Jan 09.doc
1/16/2009 Builder's Call Line Process Map 16Feb09.vsd
2/27/2009 Meter Reading Process Overview 6 Mar 09.doc
3/6/2009 Meter Reading Process Map 19Apr08.vsd
718/2008 Rates Process Overview July 8, 2008.doc
6/16/2008 Rate Entry Process Map 16 Jun 2008.vsd
3/10/2009 2009 Remit Proc Process Overview.doc
3/10/2009 Remittance Processing_PROCES MAP 03-11-09.vsd
3/1/2009 CS Scorecard_mar09.Finald.xls
Unknown 2009 metering scorecards master.xls
5/5/2009 gas meter retires 1_1_07-4_30_09.xls
3/1/2009 PM202 5-5-09.xls
4/3/2009 NSPM Billing / Metering Projects 90-day Plan Overview
5/22/2009 BCL rate mismatch report stats
5/23/2009 Elec CellNet Fishbone_asof_052309.xls
5/23/2009 Gas CellNet Fishbone_asof_052309.xls
1/29/2007 MDT_meterwork_1 3.doc
7/23/2008 webex_Pilot_Training_materials July 23 2008
Unknown FCS trouble codes actions.xls
6/11/2009 Skip Codes 2009-06-11.pdf
5/1/2009 2009 NBDScorecard . xls
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Document Issue Date Document Name
21212007 Meter Reading Acquisition System (MRAS)
5/22/2009 Retail Billing Issues Status Update
8/15/2008 Testing for Control RD-4
6/1/2009 TRAINING 2009 MASS MARKET_06_01_09-1.doc
Various Billing Notes (Training folder)
Various CellNet Rebill (Training folder)
Various Consumption (Training folder)
Various Power Factor (Training folder)
Various Sustainment 2009 (Training folder)
Unknown CRS MN Gas Factors.xls
Unknown MN Electric CRS Rate Structure_2007.3_cae.xls
Unknown ND Gas CRS Rate Structure.xls
5/2212009 | Regulatory Calendary 5-22.xIs
Unknown Rate Register Tl thru 5 26 09 (2).xls
Unknown Streetlight Consumption Calculation Algorithm.doc
4/12/2008 2007-2009_0408 RevCycle - Billing Complaints.snp
4/12/2008 2007-2009_0408 RevCycle - DCM Complaints.snp
4/12/2008 2007-2009_0408 RevCycle - Meter Reading Complaints.snp
4/12/2008 2007-2009_0408 RevCycle - Metering Systems Complaints.snp
12/3/2008 08-069 Meter Inventory and Tracking Followup Audit
Dec 2008 Scorecard Business Operations Dec. 2008.xls
June 2009 2009 Metering Scorecards.xls
Unknown WI-MI 2009 Read Performance (2).xls
Unknown June ND Schedule 2009, xis
6/17/2009 051709 Cycle 12.xIs
Unknown RMA_Analysis_Rollup_Findings_052009.xls
3/18/2009 Dollar_Value_PTJ.doc
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Appendix D  Billing System Test Result Summary
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Billing System Test Result Summary

This appendix will be completed on or about September 2, 2009.
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