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List of Issues & Major Conclusions

ComEd’s customer service operations enable customers to start service,
obtain information, and manage their accounts.

ComEd has successfully implemented numerous initiatives that have
broadened customers’ service options as it implements its Customer Vision.

-Customers can continue to use traditional modes of communication
with the utility, such as calling and speaking with a Customer Service
Representative.

-They can also use the automated Voice Response Unit (“VRU”)
system, which is ready “24/7” to render assistance or accept
information to process calls within one second on average.

-Recent data indicate a high degree of customer satisfaction with calls
to the call centers.

-Customers are also able now to interact “24/7” with “ComEd.com,”
including through mobile Web-enabled devices.

-The Advanced Metering Infrastructure (“AMI”) Pilot further
empowers customers, and its costs are prudent and reasonable.

-More improvements are planned for 2010, such as additional Spanish
language functionality on ComEd.com.

ComEd meets its customers’ needs for timely, high quality customer service
while controlling capital costs and operating expenses to ensure that they are
prudently incurred and reasonable. ComEd has adopted a number of
programs that have reduced costs and improved its credit and collection
activities.

ComEd also has adopted other new programs relating to customer choice as
well as customer service. The costs of its purchase of receivables with
consolidated billing (“PORCB”) project are prudent and reasonable.
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Introduction

A. Identification of Witness

Please state your name and business address.
My name is Fidel Marquez, Jr. My business address is One Financial Plaza, 440

S. LaSalle St., Suite 3300, Chicago, Illinois 60605.

By whom and in what position are you employed?
I am employed by Commonwealth Edison Company (“ComEd”) as its Senior Vice

President, Customer Operations.

B. Purposes of Testimony

What are the purposes of your direct testimony?

In my testimony:

. I give an overview of ComEd’s customer service operations, explaining the
functions those operations perform.

. | briefly describe ComEd’s Customer Vision, by which I mean ComEd’s
programs designed to transition from a traditional utility customer service model
to a model in which customers: (1) can choose to continue to use traditional
modes of communication with the utility but also can choose to manage their
accounts through automated systems, the Internet, and mobile web-enabled
devices, depending on their preferences; and (2) are empowered to take advantage
of technology to better monitor and control their electricity demand, usage, and

Costs.
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. I discuss and support the operating expenses and capital costs that ComEd incurs
to provide customer service, including uncollectible accounts expense. | discuss
several innovative programs that ComEd has implemented to reduce costs.

. Finally, I discuss certain regulatory programs that ComEd has undertaken relating

to customer choice and customer service.

C. Summary of Conclusions

In brief, what are the conclusions of your direct testimony?

ComEd’s customer service operations cover nearly every aspect of a customer’s
interaction with ComEd. Our customer service operations enable customers to start
service, obtain information, and manage their accounts. Our operations also provide for
the maintenance of those accounts and the billing and collection of the amounts owed for
utility service.

In recent years, including 2009, ComEd has designed, adopted, and successfully
implemented numerous initiatives that have broadened customers’ service options as it
implements its Customer Vision. Customers can continue to use traditional modes of
communication with the utility, such as calling one of our call centers (a “Customer
Contact Center”) and speaking with a Customer Service Representative (“CSR”), if that
is the customer’s preference.” Customers can also contact a call center and use the
automated Voice Response Unit (“VRU”) system, which is ready “24/7” to render
assistance or accept information to process calls within 1 second on average. The VRU’s

functionality was recently enhanced to allow customers to start, stop, and transfer service.

1 The Customer Contact Centers sometimes also are referred to as “Customer Care Centers”. That term should not
be confused with the ComEd CARE program.
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Recent data indicates a high degree of customer satisfaction with calls to the call centers
(including calls to CSRs and the VRU). Customers are also able now to interact “24/7”
with ComEd’s home web page for its customers, “ComEd.com” (www.comed.com),
including through mobile web-enabled devices. = ComEd’s Advanced Metering
Infrastructure (“AMI”) Pilot project further empowers customers, and its costs have been
prudently incurred and are reasonable. Further steps planned for 2010 will result in even
more improvements, such as, for example, additional Spanish language functionality on
ComEd.com.

ComEd plans, implements, and manages its customer service operations
(including the associated operating expenses and capital costs) so as to meet its
customers’ needs for timely, high quality customer service while controlling costs to
ensure that they are prudently incurred and reasonable. ComEd has adopted a number of
programs that have reduced costs without detracting from customer service quality.
ComEd also has significantly improved its billing of unmetered / unbilled revenues and
its credit and collection activities.

ComEd has adopted and is adopting other valuable new programs relating to
customer choice as well as customer service. The costs of the purchase of receivables
with consolidated billing (“PORCB”) project are prudent and reasonable.

These conclusions are reflected in the synopsis at the front of my testimony.

D. Background and Qualifications

What are your duties as ComEd’s Senior Vice President, Customer Operations?
I am responsible for overseeing all customer support functions, including Strategies and

Support (centralized support for all Customer Operations departments, including business
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planning, project management, maintenance of our Customer Information Management
System (“CIMS”), and escalated customer complaints), Customer Field Operations
(installing, maintaining, and reading meters), the Customer Contact Centers, Customer
Financial Operations (billing and revenues, including credit and collection activities), and

Advanced Metering Infrastructure/Regulatory Programs.

Please briefly describe your professional background.

Prior to my current appointment, | served as Vice President of External Affairs and Large
Customer Services for ComEd. In that role, | was responsible for overall leadership and
relationship management with the City of Chicago and over 400 municipalities in
northern Illinois, as well as community and civic organizations within the ComEd service
territory.  Prior to that position, | served as Vice President of Transmission and
Substation Operations.

I also spent more than two years as Senior Vice President of Electric
Transmission & Distribution for the City Public Service Board in San Antonio, Texas,
overseeing the planning, design, construction and maintenance operation of the
transmission and distribution systems.

Prior to that role, | served as the Director of Transmission Operations at ComEd. |
was team lead of the Operations Working Group on the Regional Transmission
Organization (“RTO”) development effort and worked on the Unicom/PECO Merger
Integration Team for Transmission Management and Transmission & Substation
Processes. In addition, I managed the development of the Power Exchange in Illinois in
support of Retail Open Access and Energy Market Development and served as executive

staff and financial coordinator for Transmission and Distribution.
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I am a member of the boards of trustees / directors for BUILD, Inc; the Illinois
Math and Science Academy; the National Museum of Mexican Art; Luna Negra Dance
Theater; Easter Seals of Metropolitan Chicago; and the Alumni board of the Illinois

Institute of Technology.

Please briefly describe your educational background.
I received my master’s degree in Business Administration from Northwestern University
in 1999. 1 also received bachelor’s and master’s degrees in electrical engineering from

the Illinois Institute of Technology in 1983 and 1990, respectively.

ComEd’s Customer Service Operations

How many retail electric customers are served by ComEd?

ComEd delivers electricity to approximately 3.8 million residential and business
customers across northern Illinois. | should note that when ComEd uses the term
customer in that sense, we essentially mean a point of service that has an account, e.g., a
single family home with a single meter and a single account would count as one
customer, no matter how many people live in the home. Thus, ComEd delivers

electricity to about 70% of the population of the state of Illinois or over 8 million people.

What functions and activities are included within ComEd’s customer service
operations?

Customer service operations include all of ComEd’s Customer Accounts (sometimes
called “meter-to-cash”) and Customer Service and Information functions, including
Meter Reading, Customer Field Operations, Billing, Revenue Management, Cash

Processing, the Customer Contact Centers (the call centers), and Customer Relations.

Page 5 of 29



111

112

113

114

115

116

117

118

119

120

121

122

123

124

125

126

127

Docket No. 10-
ComEd Ex. 10.0

Those operations cover nearly every aspect of a customer’s interaction with ComEd.
Those functions: (1) allow customers to request new or modified service; (2) measure
customers’ use of ComEd’s electricity delivery services; (3) provide data and other
information about those services to customers, suppliers, transmission providers, and
regulators, as applicable; (4) render customer bills; (5) respond to customer inquiries
about those functions and provide other information to customers; and (6) handle
payment processing and collections. All these functions are necessary to the successful
operation of a utility like ComEd. The following graphic gives a high level perspective

of Customer Service Operations’ core functions.

I am not an accountant, but my understanding is that the operating expenses
related to the above functions are in many cases recorded in “Customer” accounts in the
Uniform System of Accounts. My understanding is that Customer operating expenses are
typically divided into the Customer Accounts and Customer Service and Information
groups of accounts, although these customer operations also incur certain expenses
accounted for as Administrative & General (“*A&G”) expenses in the A&G accounts. My

understanding is that the assets used by the Customer function, such as information
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systems and meters, are accounted for in certain General Plant, Intangible Plant, and
Distribution Plant Accounts. Later in my testimony, | discuss further the use of plant to
provide customer service. The testimony (including attachments) of ComEd witnesses
Kathryn Houtsma and Martin Fruehe provides much more detail on the accounting for
the costs incurred to provide customer service, including the portions of A&G expenses
and of Distribution Plant, General Plant, and Intangible Plant that are attributable to the

provision of customer service.

Are ComEd’s operating expenses and capital costs incurred to provide customer
service prudently incurred and reasonable in amount?

Yes. As | discuss later in my testimony, ComEd carefully plans, implements, and
manages its customer service operations so that its costs are prudent and reasonable, and
the plant used to provide customer service is both used and useful. Moreover, ComEd
has undertaken numerous actions not only to control but to reduce its costs without

sacrificing service quality.

Do you plan to implement any organizational changes in customer service
operations in the future?

Yes. | recently announced several changes we will make this year in Customer
Operations. We will modify our existing organizational structure and form a new
department dedicated to the development of a longer term strategy and business
transformation driven by smart meters and e-channel technology. Three additional
departments will report to me, including consolidated Field Operations, Revenue

Assurance, and Customer Care Operations.
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What is the primary purpose of this re-organization?

These changes will enhance Customer Operations’ focus on the meter-to-cash business
processes needed to meet the changing expectations of customers. This transition to a
new organizational structure is more a case of changing roles and responsibilities to
improve customer service. Although | do not anticipate an immediate reduction in costs,
I do expect these changes to limit the amount our costs may increase in the future. At the

end of the day, this initiative is about enhancing customer services.

What is your timeline for the changes to be in place?
We plan to have all personnel moves complete and the new organization functioning by

the end of the third quarter of 2010.

Customer Vision

A. The Evolving Model of Customer Service

You earlier referred to the traditional utility customer service model. What is the
traditional utility customer service model?

Like most utilities, ComEd traditionally has served customers using what for the most
part was a one-size-fits-all model. The traditional service model was essentially limited
to setting up the customer’s account, setting the meter, reading the meter, billing per the
meter, collecting the revenue, and answering customers’ questions regarding these
processes through the customer call center. The call center typically dealt with

straightforward issues such as outages, bill payments, or starting/stopping service.
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Does ComEd still use the traditional utility customer service model?

The services provided under the traditional model are essential, and ComEd continues
and will continue to provide them. In recent years, however, ComEd has aggressively
expanded its customer service approach in a number of ways that leverage new
technologies to give all customers more choices and more information to make those
choices. ComEd has been moving steadily to a more technologically sophisticated,
customer-empowering model that preserves the ability of customers to talk to CSRs but

also gives customers many more options to manage their accounts.

Why is ComEd both continuing to use, and moving beyond, the traditional utility
customer model?
The changes are driven by the availability of new technologies; by customers’
expectation of being able to use those technologies to simplify their lives or save time;
and by ComEd’s identification of ways to modernize the customer service model and
give customers more choice and more control.

Some customers will continue to prefer a “live person on the phone” as their
primary channel to interact with ComEd. ComEd will continue to make that opportunity

available.

The number of customer transactions through self-service channels, however, is
on the rise. The ubiquitous use of mobile web-enabled devices is changing further the
manner in which customers prefer to interact with ComEd.

Accordingly, as part of this evolution, ComEd has developed and will continue to

develop comprehensive and robust self-service channels which provide customers who
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want such options the ability to complete transactions “24/7”, via secure and reliable

channels, using their device of choice, including a wide variety of mobile devices.

What initiatives has ComEd undertaken relating to customers’ ability to use
ComEd’s web portal ComEd.com and their use of mobile devices to access that
portal?

ComEd has implemented a number of initiatives relating to the functionality of ComEd’s

Internet presence and the use of mobile devices to access ComEd.com.

e In August 2009, ComEd migrated to a new web platform, greatly improving
ComEd.com to make it easier for customers to navigate the web site.

e ComEd.com can process the following transactions:

View outage related Update the mailing

Account summary Report an outage

information address

Phone and email update Start/Stop electric funds Start/Stop budget plan |Pay online
transfer

View bill image View an activity Report a meter reading Star'F/Stop/Transfer
statement service

e In accessing ComEd.com, customers are no longer limited to their personal
computers. ComEd has “mobile-enabled” ComEd.com. Customers can access
the web site (including the outage maps) and their accounts with smartphones
(any phone with Internet access), Blackberrys, and iPhones, with a view that is
specialized based on the capabilities of their device. That provides customers a
full-functionality self-service channel available to them at, and for, their
convenience. The following are examples of actual screen shots of access on

web-enabled cell phones to ComEd.com.
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Has ComEd also implemented initiatives to improve the automated call center

system?

Yes.

The automated call center system (the Voice Response Unit) is ready to render
assistance or accept information to process a call within 1 second on average.

The VRU can process the following transactions:
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Provide an account Order an activity Update a phone number| Start budget billing
balance statement
. Report and status for
Request extensions Request payment plans electric outages Locate payment agent
i Request duplicate bill
Enter a meter ree_tdlng & Pay by phone q p
payment verification
218
219 e ComEd also has installed new technologies and capabilities to the call center
220 phone systems. Virtual Hold capacity was increased to offer more customers the
221 opportunities to “hold” their place in queue without waiting on the phone. This
222 allows the customer to continue to do other things rather than wait on the phone.
223 When their place in queue comes up, the system calls the customer back,
224 connecting the customer with an agent.
225 Q. Is AMI part of ComEd’s customer vision?

226 A Yes. In addition to the communications technologies | have discussed above, ComEd’s

227 pilot program of installing advanced metering infrastructure (AMI) will test what ComEd
228 believes will prove to be a powerful tool to help customers gain control of their electric
229 usage and their monthly bills. In the future and if the Commission approves, the
230 widespread deployment of AMI will require ComEd to develop new information
231 management and analytic capabilities to make the best use of the new information that
232 these “smart meters” will provide. Ultimately, deployment of AMI is likely to create new
233 jobs and new products and services.

234 Q. How have new technologies affected the form of customer service transactions?

235 A In 2009, customers initiated almost 18 million contacts with ComEd, of which over
236 8 million, nearly half the total, were web transactions. Of the 9.8 million calls to the call
237 centers, our Customer Service Representatives responded to 5.7 million of them. The
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other 4.1 million were completed through the VRU. For emergencies, CSRs are available
at all times, but otherwise CSRs are available Monday through Friday from 7 a.m. to 6
p.m. central time. In contrast, the automated channels (web and VRU) allow customers
to process transactions any day of the week at any time -- “24/7” -- at their convenience.
Moreover, during storms and peak volumes, these channels ensure the customer can
immediately report an outage to us.

Customers’ use of ComEd self-service channels (web and VRU) has steadily
increased over the past five years. The volume of transactions completed via self-service
channels increased from 53% in 2005 to 68% in 2009. Web transactions have increased
over 400% since 2005. Customers are increasingly valuing the convenience of our

self-service channels and this trend of using self-service channels is expected to continue.

In response to this technological trend, what is ComEd doing to diversify and
enhance further the means by which customers can interface with ComEd?

ComEd has made significant improvements to its website and its call center systems.

. In 2010, ComEd expects to launch a Spanish-language web page.

. In 2010, ComEd also expects to install additional web page functionality (features
on its web site) for business customers.

. In addition, speech recognition technology was recently deployed in 2010 to

allow all move-related transactions to be completed through the VRU platform.

Has the increased use of the web by customers resulted in fewer calls to the call

centers?
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Eventually we expect such calls to decrease, but they did not in 2009. In 2009, customers
placed 9.8 million calls to the Customer Contact Centers, as | noted earlier. This
compared to 9.4 million in 2008. This represents the largest volume ever experienced,
despite having 700,000 fewer outage-related calls due to a lower than average number of

storms.

Has ComEd adjusted the staffing of the call centers to meet demands and improve
the quality of customer service?

Yes. ComEd has responded in ways that not only met the increased demand but
improved the quality of the responses. We added staff, hiring full-time and part-time
agents as well as supplementing the staff with temporary employees for the peak periods.
We formed specialized groups of customer service representatives more experienced in
handling particular types of calls. We have long had CSRs who handle the Spanish- and
Polish-language calls and calls from business customers. We now have formed groups
specially trained to deal with credit-related calls and AMI-related calls. This represents a

shift in our customer service model to one that provides more individualized service.

How did customer satisfaction with calls to the call centers (whether handled by the
CSRs or the VRU) in 2009 and the first quarter of 2010 compare with 2008?

Customer satisfaction with the call center remained steady in 2009 (85.4% in 2009,
compared to 85.3% in 2008). Customer satisfaction with the call center jumped to a

record high of 88.9% in the first quarter of 2010.

How did customer satisfaction in general (the overall Customer Satisfaction Index

or “CSI”) in 2009 and the first quarter of 2010 compare with 2008?
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Customer satisfaction in general increased to 80.6% in 2009 from 79.2% in 2008.

Customer satisfaction in general was 82.3% in the first quarter of 2010.

You have discussed increased options that customers have to contact ComEd. Has
ComEd developed any program for enhanced communication to customers?

Yes. In 2009, ComEd initiated an Outage Notification Pilot program. This pilot provides
residential customers the opportunity to receive text messages on their mobile phones
regarding interruptions of service to their homes. The purpose of this experiment was to
determine if customers valued this type of service. The customers are sent a text message
if service to their home is interrupted, indicating time of interruption and estimated time
to restore. Updates are provided as the information becomes available. As of May 2010,
over 10,000 customers are registered to receive the notifications. A recent survey
indicated that 92% of the customers have a more favorable opinion of ComEd as a result
of this pilot and that over 80% want to receive the notifications around the clock. One

may conclude that customers value this service.

B. Customer Empowerment Through AMI

What is the AMI Pilot?

As approved by the Illinois Commerce Commission (the “Commission” or “ICC”) in its
Docket No. 09-0263 (Order October 14, 2009), ComEd’s AMI Pilot is a significantly
sized initial deployment of AMI meters in select areas of ComEd’s service territory. The
pilot will allow ComEd and various other stakeholders to assess the potential benefits of
AMI.

The following table gives an overview of the AMI Pilot.
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Meters to

ICC Pilot Locations Objective be
Exchanged
. L * Validate
1-290 Corridor operational
All meters in the following nine (9) towns: business case
Bellwood, Berwyn, Broadview, Forest Park, * Conduct 100,000
Hillside, Maywood, Melrose Park, Oak Park, customer
River Forest experiments
* Test AMI
City of Chicago — Humboldt Park Area technology
Footprint bounded by Chicago Ave (S), technical limits
Pulaski Rd (W), Diversey Ave (N), « Conduct
Sacramento Ave (E) expanded 30,000
customer
experiments
. . I , . » Test AMI
High Rise Buildings in Chicago systems in
High Rise 500
Application
_ » Test AMI water
T|n|ey Pal‘k meters 500
TOTAL 131,000

The costs and benefits of the AMI Pilot were addressed in detail in the

proceedings that resulted in the Commission’s direction of the program. Because the

costs and benefits were considered at length by the Commission when it approved the

project, | will give only a brief summary here:

. The Pilot is designed to evaluate the operational benefits of using Smart Meters

and the extent to which customers will take advantage of price signals to modify

their consumption of electricity. The results of the Pilot will allow ComEd, the
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Commission, and customer stakeholders to design further steps toward improving
demand response programs and increasing system efficiencies.

Most current meters serve no other purpose than to support a monthly bill
calculation. They do not provide customers with readily accessible information to
control their electric usage and thus their bills, and they do not provide ComEd
and the ICC with information to design tariffs that encourage demand side
efficiencies. ComEd worked collaboratively with stakeholders to include in the
AMI Pilot a formal assessment that couples the near real-time ability of AMI to
provide customers with usage information with dynamic pricing alternatives to
test customers’ acceptance and use of the tools that can help them reduce their
monthly bills by shifting usage to times when the price of electricity is lower.
Such a shift and/or reduction in usage patterns would reduce peak system usage
and potentially peak time power prices, benefitting both the customers directly

affecting the system usage pattern and all control area customers.

Does the AMI Pilot consist solely of deployment of AMI meters?
No. The Pilot involves AMI meters and associated communications and information

systems infrastructure.

As part of the Pilot, how many AMI meters have been installed?
To date, ComEd has installed approximately 120,000 AMI meters from the total of
131,000 to be installed in the Pilot locations and has successfully billed a number of

customers from the AMI reads. Our post-meter installation survey measures how
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satisfied customers are with the process of installing the new meters. To date, 89.6% of

customers have been satisfied with the AMI installation experience.

What costs are included in rate base for the AMI Pilot?

As set forth in the testimony (including attachments) of Ms. Houtsma and Mr. Fruehe
(ComEd Ex. 6.0), the rate base includes $51,888,000 (gross plant amount) for the AMI
pilot, which also is one of the projects listed on “Schedule F-4” (ComEd Ex. 9.1) attached
to the testimony of Michael McMahan. That amount is being prudently incurred to meet
the plan approved by the ICC, is reasonable due to the careful planning and
implementation of the project, and the meters and other equipment are used and useful in
measuring usage as well as providing the other data that are part of the design of the
project. The capital spend has been on budget, and is consistent with the project timeline
and expectations.

Vendor selection began during the AMI workshops. ComEd, with input from
stakeholders, developed and revised a Request for Proposal (“RFP”) that explored pricing
and optionality. ComEd issued the revised RFP in February 2009 to ten vendors with
known AMI deployments. Eight of the ten vendors responded. The requirements
included criteria for capability, flexibility and scalability, network performance, security,
maturity, obsolescence risk, economic stimulus, interoperability, MWBE, and
environment. Three vendors passed the “gates” within the criteria. ComEd conducted an
extensive process to evaluate and score the three proposals. ComEd shared its scoring
results as well as its “order of magnitude” pricing comparison, preserving vendor
anonymity, with the applicable stakeholders. ComEd conducted price negotiations with

the three vendors as well as due diligence inquiries. The vendor that finally was selected
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scored highest on 9 of the 10 criteria, and, based on ComEd’s evaluation, provided the
most secure, highest performing, and most interoperable solution that also met all of

ComEd’s gates.

What alternatives did ComEd consider prior to making the proposal that resulted
in the AMI Pilot directed by the ICC?

The status quo was the only viable alternative, in the sense that “doing nothing” was an
option before ComEd made the proposal that ultimately led to the ICC directing the AMI
Pilot project. However, “doing nothing” would not achieve the benefits that led the ICC

to direct the AMI Pilot project.

Costs (Capital Costs and Operating Expenses)

A. Planning and Cost Controls

Does the Customer Operations organization have an overall planning and project
management process?

Yes. The Strategies and Support department provides centralized support for all
Customer Operations departments, including business planning and project management.
The Customer Operations organization reviews proposals, budgets, and expenditures to
ensure that costs are prudently incurred and reasonable in amount. We have instituted a
formal “gating” process where significant projects must pass through various approval
stages. We begin by debating and challenging the business benefits of a proposed project.
A charter is developed and socialized with the Customer Operations leadership team. If
it is deemed that the project is worthwhile it is approved by me for an initial estimate.
Before it can enter the design and build stages, we are presented with detailed estimates.

We examine and challenge the estimates and once again debate the benefits versus the
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expenditures. | control the approval in each step of the process. At these meetings, we
also review the actual and forecasted spends of each project in the pipeline. We monitor
the variances and the project owners are expected to be prepared to discuss any variances

and necessary mitigation plans if a project is over budget.

What are some examples of assets used to support the customer service function?

Two categories of plant that support the provision of customer service are meters
(Distribution Plant) and information systems (Intangible Plant) used to support customer
accounts and customer service and information systems (such as CIMS). Other types of
plant that support customer service include vehicles used by meter readers and capitalized
communications and other equipment and office space used for and by personnel
performing customer service (General Plant). The assets used to support customer
service are both used and useful. The Uniform System of Accounts does not have any
category for “Customer” Plant. The testimony (including attachments) of Ms. Houtsma
and Mr. Fruehe addresses the accounting for plant in rate base, including meters (in
Distribution Plant) and the portions of General Plant and Intangible Plant costs

attributable to delivery services.

What are ComEd’s Customer Accounts activities and how do they support the
provision of retail distribution services?

Customer Accounts activities include meter reading, billing, and revenue management
functions, including activities related to collection and uncollectible accounts. These
activities are integral parts of the delivery services function and are necessary for the

successful operation of a delivery utility like ComEd. The amount of Customer Accounts
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expenses included in the revenue requirement is $196,288,000 (including uncollectible
accounts expense of $36,460,000), the vast majority of which is incurred to support the
meter reading, customer records, and collections functions, plus uncollectible accounts
expense, as detailed in the testimony (including attachments) of Ms. Houtsma and

Mr. Fruehe.

What are ComEd’s Customer Service and Information activities and how do they
support the provision of retail distribution services?

Customer Service and Information activities are associated with: customers establishing
new service, customer support services, and many customer-related aspects of data
management, as well as with providing information to our customers, suppliers,
transmission providers, and regulators, as applicable. Accordingly, Customer Service
and Information expenses reflect the costs of such basic tasks as establishing delivery
service, addressing billing questions, resolving billing disputes, and providing
information on service options. The amount of Customer Service and Information
expenses included in the revenue requirement is $9,067,000, as detailed in the testimony

(including attachments) of Ms. Houtsma and Mr. Fruehe.

You earlier referred to A&G expenses incurred in order to support the customer
service function. What are some examples of these expenses?

Some examples include information technology support, human resources, and finance.
The testimony (including attachments) of Ms. Houtsma and Mr. Fruehe discusses the

portion of A&G expenses attributable to the provision of customer service.
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Are the costs of ComEd’s Customer Account activities and the associated capital
and A&G costs prudent and reasonable in amount?

Yes. ComEd has designed its customer account systems (e.g., metering and billing
systems) to operate efficiently and to meet the requirements of its customer base, service
territory, and service offerings. These systems also are designed to comply with the
Commission’s rules applicable to billing, remittance, and collections. The costs
associated with the Customer Accounts activities, including those recorded in these
accounts and the related A&G expenses and plant costs, are subject to the careful
planning, budget, variance, and other cost control processes that | have referenced earlier

and that also are discussed in general by other ComEd witnesses.

Are the costs of ComEd’s Customer Service and Information activities and the
associated capital and A&G costs prudent and reasonable in amount?

Yes. ComEd actively manages its Customer Service and Information activities. My
departments, in conjunction with the finance function and, where appropriate, other
operating departments, evaluate Customer Service and Information activities to determine
that they are appropriate and that their costs are well-controlled, financially and
operationally, and objectively reasonable. ComEd also considers the costs of new
enhancements in these areas as an integral part of the planning and decision-making
process for new customer service initiatives. In many cases, ComEd performs these
functions internally. When ComEd uses contractors, the contractor procurement and
management processes also emphasize cost control along with consistent quality. Also,
as with the Customer Accounts activities, the costs associated with the Customer Service

and Information activities, including those recorded in these accounts and the related
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A&G expenses and plant costs, are subject to the careful planning, budget, variance, and
other cost control processes that | have referenced earlier and that also are discussed in

general by other ComEd witnesses.

B. Uncollectible Accounts Expense

What amount of uncollectible accounts expense is included in operating expenses in
the proposed revenue requirement?

As discussed in the testimony (including attachments) of Ms. Houtsma and Mr. Fruehe,
$36,460,000 of uncollectible account expense is included in operating expenses in the
proposed revenue requirement. They explain that that figure is limited to uncollectible
accounts expense for delivery services. They also explain the relation of this amount to
the implementation of the new provisions for recovering incremental uncollectibles costs

contained in ComEd’s uncollectibles rider, Rider UF.

In connection with the minimization and collection of uncollectibles, does ComEd:
1) identify customers with late payments;
2 contact the customers in an effort to obtain payment;
3) provide delinquent customers with information about possible
options, including payment plans and assistance programs;
4) serve disconnection notices;

(5) implement disconnections based on the level of uncollectibles; and
(6) pursue collection activities based on the level of uncollectibles?

Yes. The minimization and collection of uncollectibles are two of the objectives of our
customer service operations and we work diligently within the established regulatory
framework to achieve those objectives. The first four of those six categories of activities
involve long-established processes that ComEd uses in implementing disconnections and

pursuing collection activities and information that it makes available to customers in a
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variety of ways. When a customer defaults on payment, we begin by performing a
deposit review to assess if a deposit should be required. We next place proactive calls to
the customer in an attempt to collect payment. Depending on the customer’s risk score,
which I discuss further below, the proactive call may or may not precede the issuance of
the customer’s next bill. 1f we are still unsuccessful, we issue a disconnection notice to
the customer that explains they may be disconnected in 10 days. We also issue a “last
chance” in the form of placing a call three days before they enter the “cut” window. If
they do not make payment, they enter the population of customers eligible for
disconnection.

We meet the fifth and sixth items on the list by pursuing the above processes. We
also comply with the special legal requirements relating to winter disconnections.

We also take the following additional steps as part of our processes. We risk
score every customer based on payment behavior. This takes place automatically in our
system two days after every bill is due using a robust algorithm. We select the
disconnects to execute based on several factors including high dollar accounts and
“behavioral cuts”. The behavioral cuts are the higher risk scores, which represent
customers with poor payment history. The higher the risk score, the earlier we
disconnect, subject to legal requirements. By doing so when the customer owes a lower
amount, we have the best chance of collecting from customers who can pay. Higher
account values are more likely to result in non-payment from this segment of customers.
Once an account has “finaled” (the customer is no longer being billed for electric
service), we issue a final bill and allow 30 days to pay. We hand the accounts over to our

first stage of collection agencies that attempt to collect the debt within 90 days. After
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90 days we pull the accounts back from the collection agencies and charge off the
balance to bad debt. We then move it to our next stage of collection agencies. After one

year, we transfer it to our final vendor who continues to work on collecting the debt.

Has ComEd taken any new or enhanced steps to improve its credit and collection
activities?

Yes. ComEd has increased its focus on collections activities, seeking to recover amounts
owed from those able to pay, and taking into account the level of uncollectibles. ComEd
replaced all but one of its credit collection vendors in the first quarter of 2009 in an effort
to improve performance. In the fourth quarter of 2009, ComEd implemented a
“Champion Challenger” model to assist with cash recoveries on monies owed to ComEd.
As a result, collections net of commissions for 2009 were $1.949 million higher than
2008, representing a 31% increase. In addition, in 2009, we terminated nearly 151,000
delinquent accounts.

ComEd, through litigation, also has increased its collections from those who can
pay. In particular, a special claims-litigation group was highly successful in this regard,
ultimately significantly reducing the cost of uncollectibles. The group recovered
$7,090,000 in cash and obtained another $2,620,000 in judgments in 2009. $5,960,000
still was in litigation at the end of 2009. Some amounts were recategorized, e.g., a
successor was back-billed, the customer filed bankruptcy, estimated meter reads were
trued up, or a billing issue was corrected.

In addition, the Experian Matching Project was implemented to match accounts
that were previously written off to active customers. As a result of these and other

efforts, from January 2009 to November 2009, over 60 day total receivables (which
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represents monies owed to ComEd more than 60 days after the bill date) improved by
18%.

Additionally, in July 2009, ComEd implemented both a short and long term
process to detect and prevent fraud. The processes prevented an estimated $800,000 of

losses in 2009.

Have you developed any models to help with your collections decision making?

Yes. We worked with a well known consulting firm, PA Consulting, to develop a credit
and collection optimization model from a thorough analysis of current customer data.
The optimization and decision support tool is currently in use, which enables us to
migrate from experience-based to evidence-based decisions on collection activity. We
are able to better forecast by creating “what-if” scenarios, prioritizing eligible customers
based on risk, and determining optimal points of collections by our different risk
segments. The model follows a systematic approach of (1) determining the objective to
be optimized, (2) developing simulation models that account for constraints and possible
outcomes, (3) ultimately identifying the variables and decision points for rules, and 4)

update of the probabilities and resulting rules annually.

Are there any other notable recent initiatives you have undertaken or plan to take
relating to cost recovery?

Yes. We have made process and system changes which will greatly reduce the number of
“NSF” (non-sufficient funds) checks we receive after we restore service, reducing
uncollectibles. This includes a holding period prior to restoration that allows us to verify

sufficient funds and instituting cash-only requirements.
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In addition, a current project will upgrade our Application Verification/POSID
system to help us ensure customers who sign up for service are who they say they are.
We can also use this information to better transfer debits to customers who have not paid

their bills at previous addresses, reducing uncollectibles.

Reqgulatory Programs

A. Purchase of Receivables with Consolidated Billing

In 2009, did ComEd take any steps to implement its purchase of receivables
program relating to Retail Electric Suppliers (“RESs)?
Yes. P.A. 95-0700 amended the Public Utilities Act to require that electric utilities
provide certain services to RESs, including a purchase of receivables (POR) service. All
of these required services involve ComEd’s billing system.

ComEd participated in statewide workshops lead by Torsten Clausen of the ICC’s
Office of Retail Market Development (“ORMD”) to get market input on how to
implement the POR project. The workshops included participation by ICC Staff, the
Citizens Utility Board, the Illinois Attorney General’s Office, the Ameren utilities,
current Retail Electric Suppliers (“RES’s”), and RES’s interested in serving the mass
market in Illinois. ComEd took the input from this group to design a product that would
handle not only the new billing and receivables financial transactions required, but the
increased switching, increased data exchange, and new Electronic Data Interchange
(“EDI”) Standards required to effectively implement the POR service. Based on this
input, ComEd proposed a purchase of receivables service with consolidated billing,
which is reflected in its proposed Rider PORCB - Purchase of Receivables with

Consolidated Billing (“Rider PORCB”) tariff currently pending in Docket No. 10-0138.
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ComEd successfully designed and implemented a prudent approach to the 2009
project scope for implementation of the PORCB program at a reasonable cost, with the
assistance of strategic partner Accenture and with oversight by Exelon IT. ComEd
successfully completed on schedule and on budget the 2009 project scope. ComEd
successfully completed detailed designs, secured funding, and began coding of the major
components, including CIMS (the customer information management system), CEDI
(choice electronic data interchange), CDW (customer data warehouse), and the revised
customer bill. The project was designed and managed to incur only those costs that were
prudently required in order to comply with the new law and that were reasonable in
amount, and is used and useful. ComEd also successfully petitioned the ICC to remove
the technical terms and conditions from the back of customer bills to enable dual-sided
printing for the new customer billing format, which will result in saving bill production
and postage costs.

The PORCB project is one of the projects included on Schedule F-4 attached to
the testimony of Mr. McMahan. The rate base includes $16,679,000 (gross plant
amount) for the PORCB project as reflected in the testimony (including attachments) of
Ms. Houtsma and Mr. Fruehe. The amounts for this project are currently sought to be
recovered by ComEd in its proposed Rider PORCB. If ComEd is successful in that
regard, then the amounts will be removed from rate base for purposes of determining the

revenue requirement in the instant proceeding.

Did ComEd consider any alternatives to the PORCB project?
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There was no alternative to complying with the law regarding the POR service. The only
question was how best to implement the law. ComEd successfully designed and

implemented a prudent approach at a reasonable cost, as | stated above.

B. Uncollectible Factor (UF), Percentage of
Income Payment Plan (PIPP), and On-Bill Financing

Have you taken steps to implement the Uncollectible Factor, Percentage of Income
Payment Plan and On-Bill Financing provisions of P.A. 96-0033?

Yes. ComEd has successfully implemented the system changes required to implement
the Uncollectible Factor and Percentage of Income Payment Plan provisions of the law
(the former involving the uncollectibles rider, Rider UF, which | previously mentioned).
As to the On-Bill Financing provisions, ComEd participated in the workshop process
required by statute during 2009, and filed an implementation plan in early 2010. That
plan was approved by the Commission on June 2, 2010. ComEd now will be working
expeditiously to implement the billing system changes need to accommodate the
program. Cost recovery for this program will be through the Energy Efficiency and
Demand Response Adjustment (Rider EDA) for residential customers post

implementation.

Does this complete your direct testimony?

Yes.
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