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November 5, 2009 PUBLIC DOCUMENT
TRADE SECRET DATA HAS BEEN EXCISED

RECEIVED

Darrell Nitschke, Executive Secretary

North Dakota Public Service Commission NOV 05 2009
State Capitol Building, Dept. 408 '
600 East Boulevard PUBLIC SERVICE COMMISSION

Bismarck, ND 58505-0480
RE: ACTION PLAN — EXTERNAL REVENUE CYCLE PROCESS REVIEW
Dear Mr. Nitschke:

Northern States Power Company, a Minnesota cotporation (“Xcel Energy” or the
“Company”) submits this update to the North Dakota Public Setvice Commission
(the “Commission”). The update contains a Summary and detailed Action Plan
outlining the Company’s response to the recommendations contained in the final
report (“Report”) issued by Global Enterprise Managers LLC (“GEM?”) on its review
of our revenue cycle.

The Company contracted with GEM to conduct an assessment of its metering and
billing processes and billing accuracy in February 2009. GEM completed its review in
September 2009, and the Company filed the subsequent Report with the Commission
on September 25, 2009.

We provide the following excerpt from the Report’s Executive Summary that outlines
the overall scope of GEM’s review:

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, ot 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

62 PU-08-627 Filed: 11/5/2009  Pages: 29
Action Plan — External Revenue Cycle Process
Review

Northern States Power Company

David Sederquist, Sr. Consultant



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 GEM Reportt contained five principal findings and three broad recommendations
that summarize their detailed recommendations for action. In summary, these
principle findings are:

1. The overall level of timeliness and accuracy of Xcel customer billing appears
reasonable;

2. Xcel has an overall initial process performance goal for the revenue cycle, but has
not defined an overall process performance goal for the ongoing revenue cycle;

3. Xcel’s natural gas and electric meter accuracy testing practices and standards meet
ot 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;

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; and

5. 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. >

We summarize our response to GEM’s broad recommendations below, and provide
as Attachment A to this filing, our Action Plan for implementing their specific
recommendations.” We note that the dates we provide in the “Timeline” column on
Attachment A are our current targets and are subject to change as we continue to

work the plan.

1 Xvel Energy Services Inc. Revenue Cycle Process Review Final Report, Volume 1, Revision 2, at 1-2 (September 16, 2009)
(hereafter, GEM Repori).

2 GEM Report at 1-2 through 1-3.

3 The first two columns in the Action Plan, (1)“Action” and (2)“Alternate or Related Action Description,” are direct
references from the GEM teport



SUMMARY
1. Create a framework for continuons improvement of billing accuracy.

We have taken numerous steps to improve our billing accuracy through developing
and implementing both new and enhanced metering, meter reading, and billing
processes. We outline below several improvements that we have incorporated into
our daily operations, as well as highlights of our ongoing efforts to further enhance
these processes:

Meter Monitoring and Field Reporting: Enhanced processes for timely detection of
potential meter or module failures, and timely field response once potential problems
are identified.

Beginning in 2009, we implemented an enbanced detection process that uses daily
Cellnet Technology Midwest (“Cellnet”) meter read information to identify potential
meter and/or Automated Meter Reading (“AMR”) module malfunctions. We have
continued to enhance this process through improved analytics of the data, resulting in
quicker identification of potential issues, and more efficient use of field resources. In
addition, we have implemented improved processes and reporting to more closely
monitor and prioritize our field response, to ensure that activities are performed in a
timely manner.

Meter and Module Testing: We have reviewed our operating procedures for sample
testing of new meters, and have enhanced them where appropriate to include AMR
module testing into our meter shop testing protocols for all new meters. This testing
verifies the module’s: (1) accuracy compared to the meter; and (2) communications
for correct readings, module and meter identification data.

Returned Materials Analysis (‘RMA”): We have implemented an enhanced RMA
process for the testing and analysis of failed Cellnet modules, which is the result of a
contract Change Order negotiated in late November 2008. This cooperative process
with Cellnet requires Cellnet to conduct sample testing and analysis of the modules
removed from the field each month. The Cellnet and Xcel Energy engineering teams
analyze the data in an effort to determine, eatly in the process, whether certain module
types are experiencing abnormal failure rates or common defects. Using this RMA
data, our engineering area has developed predictive modeling that we expect to further
improve our early detection of any issues by better forecasting malfunction types and
rates.

4 Identifies the type, reason, and volume of AMR modules that malfunction in the field.
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Additional Billing Control Points? Stemming from billing issues that affected our
customers and had not otherwise been identified through existing controls and check
points, we implemented several new controls, including:

2

»  Visual bill print check — We sample several customer billing statements each
day, ensuring a mix of various customer types and rates are represented in the
sample. We literally view the actual bill print to ensure that items such as the
Next Meter Reading Date is accurate, billing line items all appear, and the Due
Date is accurate.

= High dollar check — The billing system identifies customer bills from the
previous night’s processing that exceed set system values on all customer types.
Each of these identified billing statements are routed to a Billing Specialist for
thorough review prior to any further processing and/or being sent to the
customer.

Improve AMR performance through Cellnet and Xcel process changes.

The Company recently concluded discussions with Cellnet, resulting in several process
improvements, including:

Increased network and equipment analysis testing prior to module replacement for
“no-read” field orders, intended to reduce premature equipment replacement;
Standardized post-fieldwork verification for gas “zero-consumption” field orders
to ensure newly-installed equipment is performing as expected;

Further RMA process enhancements that include: additional Cellnet engineering
resource assignment, improved reporting of test results and root cause
determinations, specific recommendations for proactive maintenance and/ot
replacements, and improved communication of overall and Company-specific
AMR product performance trends;

Established mutual petrformance goal and Cellnet resource commitments related to
investigation of lost meters (meters “heard” by Cellnet network but not able to
connect the AMR reading with the meter in the Company’s systems);

Increased product evaluation related to new AMR equipment and designs for
commercial and industrial natural gas meters; and

Commitment to establish improved maintenance-related service quality measures.

5 Identifies possible additional billing errors before billing statements are sent to customers.
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3. Ensure there is a sufficient pool of skilled revenue cycle process performers.

In terms of ensuring we continue to have sufficient levels of skilled and experienced
revenue cycle resoutces, we engage in regular workforce planning activities, facilitated
across the enterprise by Human Resources.

Specific initiatives implemented to better ensure a consistent and ready supply of
Billing Specialists include:

e Voluntary job-share opportunities that pair experienced Billing Specialists with
individuals from “feeder” functions such as the call center, mass market billing,
and Builder’s Call Line;

® Development of structured progression programs to be implemented in 2010; and

e Rotation of specialized billing resources so that multiple specialists are skilled in all
facets of our most complex rate applications.

In terms of Meter Reading, we have implemented a daily process to track the number
meter reading “no reads” to ensure that we are quickly responding to any changes in
this metric, which could indicate a short-term gap in the workforce. We are
additionally developing standard, formal training materials for all meter reading staff
to ensure consistent skills across the organization

The Executive Summary of the Report concludes with GEM’s observation that Xcel
Enetgy’s commitment to the initiatives already undertaken, along with the actions
recommended in the Report will contribute to a culture of quality and continuous
improvement that will meet or exceed reasonable expectations of meter and billing
6
quality.
TRADE SECRET DATA

The Company is submitting both a public and non-public version of this filing along
with our Application for Trade Secret Protection. The public version has been
redacted to remove portions of the report that contain sensitive trade secret data, and
should be treated as a public document. Limited portions of the non-public version
contain private data pertaining to the Company’s contract with Cellnet.

We respectfully submit the enclosed Application for Trade Secret Protection for the
limited information in the filing that is marked as non-public. The specific contract
information has commercial value that could be used by others against the interest of
Xcel Energy, such as vendors when negotiating with Xcel Energy in the future for
services, billing systems, or other related technology. In addition, Xcel Energy has an

6 GEM Report at 1-3.



obligation to keep such information confidential pursuant to provisions in the Cellnet
contract.

We confirm that the Company is committed to implement the recommended actions
in the GEM Report, and look forward to discussing further our ongoing progress with
the Commission on November 12 during our Periodic Information Exchange
meeting.

Sincerely,

DAvVID H. SEDERQUIST
St. Consultant, Regulation & Finance

Enclosures
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