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I. WITNESS INTRODUCTION 1 

Q1. Please state your name and business address. 2 

A. My name is Andrew Twadelle.  I am Vice President of Business 3 

Transformation for American Water Works Service Company, Inc. 4 

(“Service Company”). My business address is 1000 Voorhees Drive, 5 

Voorhees, NJ 08043. 6 

Q2. Please describe your professional and educational experience. 7 

A. My CV is attached as Appendix A. 8 

Q3. What has been your involvement with the Business Transformation 9 

 program? 10 

A. I am responsible for the successful design, development, and 11 

implementation of the Business Transformation (“BT”) program. 12 

Q4. What is the purpose of your testimony. 13 

A. I will introduce the BT program, explain why the program is reasonable 14 

and necessary, and summarize the BT implementation schedule.   I will 15 

also provide the estimated costs for BT, both in total and those to be 16 

incurred by Illinois-American Water Company (“IAWC” or “Company”), and 17 

explain why those cost estimates are reasonable and should be approved. 18 

Q5. Are you sponsoring any exhibits with your testimony? 19 

A. Yes.  IAWC Exhibit 9.01 is the April 13, 2010 American Water Information 20 

Technology Infrastructure Comprehensive Planning Study Report (“CPS”).  21 

. 22 



IAWC Exhibit 9.00 

 -2-  

II. BUSINESS TRANSFORMATION PROGRAM 23 

A. Overview of the Business Transformation Program 24 

Q6. What is Business Transformation? 25 

A. The term “Business Transformation” or “BT” refers to the system-wide 26 

deployment of new, integrated information technology systems and the 27 

process of implementing the new systems in a manner that properly aligns 28 

business processes with the increased capabilities of the new systems. 29 

Over the life of the BT program, there will be four primary areas of focus: 30 

 Replace legacy systems near the end of useful lives; 31 

 Promote operating excellence, efficiency, and economies of scale; 32 

 Enhance the customer experience; and 33 

 Increase employee effectiveness and satisfaction. 34 

The scope of the BT program includes a range of core functional areas, 35 

including: human resources, finance and accounting, purchasing and 36 

inventory management, capital planning, cash management, and 37 

customer and field services. 38 

Q7. What are the projects that comprise the BT program? 39 

A. The BT program is a unique capital project both in scope and complexity.  40 

There are three projects that comprise the core of the BT program: 41 

Enterprise Resource Planning (“ERP”); Enterprise Asset Management 42 

(“EAM”), and Customer Information System (“CIS”).  ERP includes human 43 

resource, finance and accounting, supply chain, and procurement 44 
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management.  EAM includes the management of asset lifecycles including 45 

the design, construction, commissioning, operations, maintenance and 46 

decommissioning/replacement of plant, equipment and facilities as well as 47 

work management for both customer service field work (service turn-ons, 48 

leak inspections, etc.) and Transmission & Distribution system work.  CIS 49 

includes all billing and personal data about our customers, including billing 50 

rates, water consumption, associated charges, meter information, and the 51 

strategy for managing and nurturing our interactions with our customers.  52 

Through these projects, IAWC will enhance its ability to continue 53 

delivering high-quality water and wastewater services to its customers. 54 

Q8. What is the estimated cost of BT to IAWC? 55 

A. The capital cost of BT to IAWC is estimated to be $27.5 million, which is 56 

based upon a total estimated BT program cost of $286 million to American 57 

Water.  The costs of BT are being allocated to each of the American 58 

Water regulated utilities based on the percentage of their customer counts 59 

to the overall regulated utility customer count of American Water, as 60 

provided for in the Service Company Agreement.  As IAWC witness Mr. 61 

Grubb (IAWC Ex. 4.00) discusses, the capital investment in BT is reflected 62 

in IAWC’s test year rate base.  In addition, there are certain BT 63 

maintenance costs that will be incurred in the test year and are reflected in 64 

IAWC’s test year forecast.  The measures taken by the Service Company 65 

to ensure that the BT program cost is reasonable and that costs are 66 

controlled are discussed below. 67 
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B.  Need for Business Transformation 68 

Q9. Why is it necessary for IAWC to undertake the BT program? 69 

A. To state it simply, IAWC’s technology has become antiquated, and its 70 

information technology systems need to be replaced.   In 2008-09, the BT 71 

team embarked on a comprehensive review and analysis of American 72 

Water’s information technology systems and then made recommendations 73 

for their improvement. The results of this comprehensive review and 74 

analysis are contained in the CPS attached as IAWC Exhibit 9.01.  As a 75 

result of this comprehensive review and analysis, American Water 76 

identified the investments necessary to replace and upgrade applicable 77 

system components.  The cost of the CPS was included in IAWC’s rate 78 

base in its last rate case, Docket 09-0319. 79 

Q10. What did the review find with respect to IAWC’s existing information 80 

 technology systems ? 81 

A. IAWC’s existing information technology systems are customized, stand-82 

alone systems for use by specific departments or functions within a 83 

company, and the lack of systems integrations has resulted in isolated 84 

information “silos.”  These information technology systems are reaching or 85 

have reached the end of their useful life.  JD Edwards (the system for 86 

accounting, procurement, and human resources functions) was first 87 

implemented for American Water in 1997 and for IAWC in 1998.  ECIS 88 

(the customer service and information system) was first implemented for 89 

American Water in 2001 and for IAWC in 2004.  The JD Edwards system 90 
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is well beyond its useful life, and ECIS is approaching the end of its useful 91 

life. 92 

Q11. Are these current information systems adequate to support IAWC’s 93 

 growing customer and business requirements? 94 

A. No.  When IAWC’s information technology systems were implemented in 95 

the mid-1990s and early 2000s, they met its customer and business needs 96 

at that time.  The Company continues to run on the software and hardware 97 

solutions that were implemented more than a decade and a half ago.  98 

Although IAWC’s requirements still are being met through these existing 99 

systems, these systems are not integrated and have limited automation 100 

and functionality.  At this point, American Water has fully maximized the 101 

software and systems used by its operating subsidiaries by implementing 102 

significant customizations or workarounds, in part, to meet requirements 103 

and expectations that the original software was not equipped to support.  104 

For example, there have been 65 JD Edwards and 305 ECIS 105 

customizations.  These customizations have addressed the needs of the 106 

business, but the systems have reached a point where additional 107 

customizations would be inefficient and increasingly costly to maintain.  108 

Because the software has such a large number of customizations, system 109 

upgrades would be cost prohibitive and still would result in limited 110 

functionality.  In addition, when customizations were too costly or 111 

impractical, manual processes were put in place.  These manual solutions 112 

are not optimal because they introduce redundancy and inconsistency of 113 
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data, require additional manual steps, and limit information availability.  114 

The increasing complexity of today’s business and customer needs have 115 

grown beyond what the existing systems were designed to accommodate, 116 

and the information technology systems have become outdated and 117 

inflexible.  (Further, as discussed by Ms. Teasley (IAWC Ex. 1.00), a 118 

pending rulemaking for Illinois’s customer service and billing rules is 119 

expected to require significant changes to the regulatory requirements for 120 

customer service and billing that IAWC has to meet.) 121 

 Over the last 10 to 15 years, more has changed than just 122 

technology.  Customer expectations have also shifted.  As always, IAWC’s 123 

customers expect to receive high quality, reliable water and wastewater 124 

service.  Service, however, consists of more than just delivering water to 125 

the tap.  Consider the technological advances that have taken place over 126 

just the last five years.  Today, our customers and employees can access 127 

the internet on a hand-held smart-phone at a faster speed than they could 128 

from a personal computer only five years ago.  Consequently, today’s 129 

customers also expect more functionality than our existing information 130 

technology systems can readily support (e.g., internet billing, budget 131 

billing, self-service inquiry, and appointments for repair calls).  The 132 

technology now being used at the Company is outdated, and lacks the 133 

functionality to meet today’s customer expectations.  BT will enable IAWC 134 

to meet those expectations. 135 

 136 

 137 
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C. Key Service Providers for the BT Program 138 

Q12. Please describe core enterprise software for the BT program. 139 

A. In early 2010, American Water selected SAP as its new core software 140 

solution platform.  Employees from across the organization, including 141 

IAWC, helped in the review process.  Based on the information gathered, 142 

the BT team determined that SAP was the best platform for our enterprise-143 

wide systems.  SAP is a leader in enterprise software development and its 144 

products and services have an excellent track record and are used widely 145 

by successful companies around the world.  The “enterprise” software 146 

concept, which was pioneered by SAP, integrates functions and 147 

departments across a company into a single computer system, allowing all 148 

business processes to operate in a common data base sharing the 149 

information simultaneously across all functions in real time.  Thus, 150 

enterprise computing is a new concept of business and information 151 

management.  As such, it is best understood in contrast to older software 152 

systems, which were customized, stand-alone systems for use by specific 153 

departments or functions within a company, resulting in isolated 154 

departments and functions in its own information “silo.”  Enterprise 155 

computing breaks down information barriers while also giving each 156 

department or function within a company the enterprise-compatible 157 

module it needs to do its job.  In this way, enterprise computing bridges 158 

information gaps, reduces redundancy and opportunities for error, and is a 159 

more powerful tool for effectively managing the business.  The SAP 160 

software solution is a fully integrated software application that offers better 161 
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real-time functionality to meet our current and future business 162 

requirements. 163 

Q13. Please describe the key solution implementer selected for the BT 164 

 program. 165 

A. Later in 2010, American Water selected Accenture to help implement the 166 

new software solutions.  As the solution implementer, Accenture is 167 

responsible for working closely with American Water operating utilities and 168 

the BT team to realize the full potential of our new technology 169 

implementation by helping to confirm that American Water’s business 170 

processes are aligned with the new software.  Accenture has worked 171 

successfully with many companies over the years to implement SAP 172 

software and, like SAP, is highly regarded and has a strong track record of 173 

effectively meeting its customers’ needs.  Accenture and SAP will provide 174 

support and guidance and share their skills and knowledge about the new 175 

systems with American Water throughout the implementation process. 176 

Q14. How were these service providers selected? 177 

A. Key service providers (e.g., SAP and Accenture) were selected through 178 

competitive bidding processes.   The BT team, advisory council members, 179 

and other American Water employees, including IAWC employees, 180 

participated in this process. They attended software demonstrations and 181 

considered both core software applications (Oracle and SAP) and 182 

potential bolt-on software functionality.  BT team members also 183 

participated in site visits to companies currently using enterprise software, 184 
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conducted telephone reference checks, and made headquarter visits to 185 

Oracle and SAP sites.  American Water chose SAP based on a number of 186 

factors including the lower estimated total cost of ownership.  The 187 

estimated difference between SAP and Oracle in the total cost of 188 

ownership over a 15 year period was approximately $120 million. 189 

 For its solution implementer, American Water considered several 190 

consultants that are expert in the field, including: Accenture, CSC, 191 

Deloitte, HCL AXON, IBM and Quintel.  An RFP was developed to create 192 

a competitive bidding process to determine the right consultant for the job.  193 

The high and low bids were separated by approximately $50 million.  As 194 

part of the solution implementer evaluation process, the BT team reviewed 195 

and evaluated several iterations of RFP responses from multiple 196 

candidates, reviewed and evaluated additional written Q&A responses 197 

from multiple candidates, hosted several group oral presentations and 198 

Q&A sessions with some of the candidates, and conducted dozens of 199 

individual interviews over approximately a six month period.  In July of 200 

2010, the field of solution implementers was narrowed to two—Accenture 201 

and HCL AXON.  The BT team then pursued parallel negotiations with 202 

both Accenture and HCL AXON.  Accenture was the lowest bidder that 203 

met the RFP requirements, and ultimately, American Water determined 204 

that Accenture was the consultant best able to deliver the program 205 

needed. 206 
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Q15. In addition to the competitive bidding process, what other steps were 207 

 taken to ensure BT was undertaken at a reasonable cost. 208 

A. IAWC is a registered licensee for the SAP software and, therefore, will be 209 

able to access the full and complete software applications resulting from 210 

the BT project for a fraction of the total license fees that it would have to 211 

pay were it to procure a license on its own.  This is an example of how the 212 

Service Company model benefits the American Water operating 213 

subsidiaries' customers.  If IAWC had sought to license the same software 214 

as a stand-alone entity, its total cost of ownership would have been more.    215 

 American Water negotiated fixed price agreements with Accenture 216 

for its support and guidance throughout the entire BT program.  The 217 

Master Service Agreement with Accenture is the umbrella agreement that 218 

governs the Statements of Work (“SOWs”) that have been negotiated to 219 

support each phase of the BT program.  The SOWs had the flexibility of 220 

being negotiated as either Time & Material or Fixed Price contracts.  The 221 

Blueprint SOW for Accenture was negotiated for a fixed price plus 222 

expenses not to exceed a percentage of the fixed price.  Soon after the 223 

Blueprint phase was completed, American Water and Accenture 224 

completed the SOW negotiations for the remainder of the BT program 225 

implementation (ERP, CIS, and EAM) at a fixed price plus expenses not to 226 

exceed a percentage of the fixed price. 227 

 228 

 229 

 230 



IAWC Exhibit 9.00 

 -11-  

D.  Status of BT Implementation 231 

Q16. How has the BT program progressed? 232 

A. The Blueprint phase of the BT program began in the last quarter of 2010 233 

and was completed on April 15, 2011.  The Blueprint phase consisted of 234 

analyzing, planning and designing the new systems.  As part of BT’s effort 235 

to engage every part of the organization, the BT team held 125 workshops 236 

during the Blueprint phase, engaging hundreds of employees from across 237 

the organization, including IAWC.  These workshops allowed employees 238 

to provide input to identify areas of opportunities.  These workshops were 239 

essential because employee input and feedback are critical to the overall 240 

success of this program.  During the Blueprint phase, the BT team 241 

developed and designed a common understanding of how American 242 

Water will use SAP to support its business requirements.  The Blueprint 243 

phase enabled American Water to design business process maps, confirm 244 

the project scope, establish a project schedule, and establish an 245 

appropriate governance process. 246 

Q17. What is the current status of the BT program? 247 

A. BT is proceeding through the Implementation phase.  Implementation 248 

includes the following lifecycle or stages of work: detailed design, building, 249 

testing and deployment.  This lifecycle applies to each of the projects to be 250 

implemented: ERP, CIS, and EAM.  In the first stage, Detailed Design, the 251 

primary focus is to finalize the business processes and requirements to 252 

ensure they are aligned with the new software and technology solutions.  253 

The BT team recently completed the ERP detailed design and is on 254 
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schedule to complete the detailed design of CIS and EAM by the end of 255 

2011.  The second and third stages, Build and Test, are when the BT 256 

implementation team begins to input the data and requirements into the 257 

systems so they meet the utilities’ business needs and to allow testing in 258 

controlled environments to make sure the solutions are delivering on 259 

program objectives.  This is the phase where the BT team identifies any 260 

areas that require attention and fix them so that the final stage, Deploy, is 261 

seamless.  Deploy is when final preparations are made to make the 262 

systems available for use.   263 

 The new enterprise systems and processes are anticipated to be 264 

deployed from 2012 through 2013.  American Water plans to implement 265 

the projects in two phases.  ERP will be implemented in Phase 1, with an 266 

estimated deployment by summer 2012.  The EAM and CIS projects will 267 

be implemented in Phase 2 and deployed in multiple waves in 2013. 268 

Q18. Is IAWC participating in the design and implementation of the new 269 

 systems? 270 

A. Yes.  Employees of IAWC have had, and continue to have, extensive 271 

involvement in the recommended improvements to the BT program and 272 

have actively participated in various roles throughout the process.  In fact, 273 

IAWC employees must be involved in the BT program to ensure IAWC 274 

business and IT needs are properly served by the program at all stages of 275 

the program. 276 

 277 

 278 
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E.  Benefits of the BT Program 279 

Q19. What are some of the anticipated benefits of BT to IAWC? 280 

A. BT will provide IAWC with an integrated information technology platform 281 

across all functions and departments, allowing all business processes to 282 

share information in real time.  The process of aligning business 283 

processes with the increased capabilities of the new, integrated 284 

technology systems will enable IAWC to capture, use and maintain critical 285 

business information, making it easier to access and share information 286 

across systems—breaking down information barriers—while also giving 287 

each department or function within IAWC the compatible “module” it needs 288 

to do its job.  In this way, BT will enable IAWC to bridge information gaps, 289 

reduce redundancies and opportunities for error, and provide IAWC a 290 

more powerful tool for effectively managing the business.  291 

 The ERP system will enable IAWC to automate processes, replace 292 

less efficient manual processes, improve workflow, and enhance back-293 

office operations (e.g. accounting, procurement, and human resources) by 294 

automating and integrating the Company's data so it is readily accessible 295 

to multiple functions and sites at once, reducing the manual re-keying and 296 

validation processes that exist today.  ERP benefits also will include: 297 

 Improved purchase order processing from identifying the need 298 

through supplier completion; 299 
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 Improved tracking of vendor contracts and better electronic records 300 

to measure and monitor vendor performance across the company; 301 

and 302 

 Increased HR focus on value-added activities such as training and 303 

ensuring compliance to human resources policies and practices 304 

versus providing manual transactional activity support. 305 

  The EAM module is integrated into the ERP system and will enable 306 

IAWC to manage information about its physical assets more effectively.  It 307 

allows for a holistic view of an organization's asset base, better enabling 308 

managers to optimize their operations for quality and efficiency.  The CIS 309 

supports all processes involving direct customer contact throughout the 310 

entire customer relationship life cycle, from market segmentation and 311 

customer inquiry, to billing and collecting for services provided and post-312 

services communication.  Customer information will be captured and 313 

stored in a centralized database that is integrated with other systems 314 

throughout IAWC.  Currently, these systems are not integrated; multiple 315 

systems and manual processes must be utilized in order to receive 316 

required information and data.  Some of the anticipated customer benefits 317 

include: 318 

 More system functionality, such as group billing and budget billing, 319 

which will better meet customer needs; 320 
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 Opportunities for enhanced bill presentment options including 321 

additional detail of billed charges and transactional account activity 322 

(e.g. charges, payments, transfers, and adjustments); 323 

 Greater first contact resolution because of greater automation in the 324 

billing process and redirected resources providing the opportunity 325 

to resolve customer requests in a timely manner; and  326 

 Ability to introduce tools that would reduce or eliminate manually 327 

intensive processes and allow employees to work more efficiently. 328 

III. CONCLUSION 329 

Q20. Please summarize the BT program.  330 

A. IAWC’s current information technology systems are at or near the end of 331 

their useful life and need to be replaced.  Therefore, the decision to 332 

replace these systems is prudent.  The BT program is a unique capital 333 

project both in scope and complexity, and is prudent and necessary for 334 

IAWC.  As indicated above, the costs of BT are reasonable, and the 335 

American Water team has carefully managed the costs of the BT program 336 

in an effort to provide its customers and other stakeholders with the 337 

greatest value at a reasonable cost.  American Water has conscientiously 338 

and successfully pursued the goal of choosing the best solutions and 339 

consultants for the BT program at the most reasonable price.   340 

Q21. Does this conclude your testimony at this time? 341 

A. Yes.   342 




