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Utilities face difficult times from a customer satisfaction perspective as
expectations rise and budgets tighten...

Customer satisfaction remains a key performance metric for utilities

However, the traditional performance levers to improve customer satisfaction are
being pushed in the wrong direction due to a converging set of challenges

In the face of these challenges, what strategies can be deployed to maintain
current satisfaction levels and improve in the long run?

Balancing budget reductions and increased collection activity with new services In
the home and more effective self service should be a key consideration in the
development of customer satisfaction strategies
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Utilities face a growing set of challenges that make it difficult to maintain
and/or improve customer satisfaction levels...

. _ _ Current activities
Key utility performance themes Customer satisfaction levers impact on satisfaction

Traditional capital needs growing . Cost of service
— Infrastructure refurbishment

Reliability and outages

— Infrastructure new-build

_ _ Contact center interactions
Added scrutiny on cost of operations

Billing accuracy

— Corporate
— Delivery - High bill follow up
— Service - Self service offerings

Service delivery / staffing changing Deposit practices

— Aging workforce _ :
Disconnect practices

— Service agreements

TTLY.

- Payment arrangement practi
— Technology solutions ayment arrangement practices

Customer view - Account initiation
— Rising expectations driven by other service - New construction
providers
. - Trouble calls
— Ability to pay
A greening business model ... . Products and serwces) B
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The implications on customer operations are extensive ...

4 )

Billing

Rising print/mail costs
Customers expect on-line billing
CIS becomes key enabler

~

Metering

AMR/AMI business
case development

Capital is scarce but
green movement e y
may free up funds Initiatives:

Many initiatives in

Internet

Customer

progress
\_ /

Revenue Protection Field Service

Customers gain in theft
sophistication as

mobile data
technology advances on

Productivity and optimizing
technology investments in

theft identification
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Payment

E-payments are
becoming norm but
savings are elusive

Self-service
demands increasing

/Contact Center \

Sourcing is
gaining attention
IVR/VRU

technology
sophistication

More refined

/

/Credit & Collections

Economic distress will
continue to test credit
capabilities

Vendors expand service

\offerings

\expertise
\
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As an example, growing activity around credit and ¢ ollections has the
potential to significantly impact customer satisfac tion if mismanaged...

2008 was a transition year for Credit and Collections. Heading into 2009, budget cuts are
forcing managers of Credit & Collections to make smarter decisions. With less money and
higher arrears, we see the following two trends emerging:

The use of 3 " party services will increase in 2009

— Collection agencies working active accounts

— Targeted use of Automated Notification services

— Credit bureau data for leading indictors of possible credit problems
— Scoring solutions for collections and recovery

Predictive modeling and behavioral scoring will be a requirement
— Collections rates throughout the dunning process

— Disconnect/reconnect recovery rates

— Propensity to pay, etc.

Utilities need to differentiate customers by risk and expected loss. It's no longer acceptable
to let customers roll to disconnection in order to manage delinquencies. By then, the
probability of recovery is significantly less and customers will continue to play the “Name
Game” to avoid repayment.
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Utilities rely on a range of customer satisfaction sources

Customer satisfaction measurement (% of industry panel)

Market Strategies Inc.

JD Power

Other

ASCI
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Other:

Other research providers

Focus groups

Custom Studies

Proprietary customer surveys

Reed Group, TRC

Rockbridge and MSI Source: PA Consulting, Polaris Benchmarking Program 2008
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While JD Power is an image-based measurement, a broad range of
customer operations can impact the score

Customer Satisfaction (JD Power)
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Some of these differences are driven by variation in regulatory mandates

Areas mandated by commission or regulatory agency to attain service levels or
satisfaction levels

Other:

1. All Call Center Transactions

2. Gas emergencies. . . .
3. Turn-ons Outage Restoration Complaint Response Source: PA Consulting, Polaris Benchmarking Program 2008
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The functional areas involved in measuring customer satisfaction varies
across the industry

Functional areas for which residential customer satisfaction information is regularly gathered

Other:

Energy delivery, customer service

Forestry, Gas Ops., Electric Ops.

New Business, Residential New Construction

Reliability, power restoration,etc

Some of the other functional areas include Operations, Asset Source: PA Consulting, Polaris Benchmarking Program 2008
Management, New Business, Vegetation Management.
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At a transaction level, emphasis is placed on new service, outages,
trouble calls and account initiation

Transaction Types for Which Residential Customer Satisfaction Information Is Gathered

New Senice Connections |

Power Outages |

Trouble Calls ]

Account Initiation |

New Construction ]

High Bill Follow Up | |

Payment Extensions | |

< Products and Senices | ‘ | >

Other |

Deregulation |

0 20 40 60 80 100

Other (write-ins):
1. Forestry, all appointments, all residential & business customer contacts

2. Meter
3. Outdoor lighting sales, reliability, appliance services, meter work, Source: PA Consulting, Polaris Benchmarking Program 2008

emergency response time, water heater replacements
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There is an opportunity to improve customer satisfaction throug the
effective delivery of products and services

Products and Services Vendor Services

© PA Knowledge Limited 2008.

Should reflect market and customer needs

— Consumer needs change rapidly based upon
market, environment, societal drivers (and
hard to keep up ever changing needs)

Should be easily understood and obtained

— Consumers need to clearly understand the
product and service details in order to make
to make decisions

— Procurement of product or service needs to
be easily obtained, once the decision is
made

Should complement the core business of the
utility

— The product and service should complement
or add value to the existing product being
offered by the utility (energy)

Should increase customer satisfaction with utility

— The customer experience should be positive,
thus improving customer satisfaction for the
utility
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Vendor should act as agent of the company

— Vendor should understand the utility
company, the utility’s customers and the
needs of the customers.

Vendor should be able to supply service at
similar or better quality levels

— Service quality levels need to be at least as
good as those of the utility, even better

Vendor should own the customer and resolve alll
issue at the vendor level

— Vendor should have a First Contact
Resolution focus and all services provided
should be completed on first visit. Also
follow up is performed by the vendor not the
company

Vendor should have an internal customer
satisfaction program

— The vendor should measure and report
customer satisfaction. The utility should
have a say in the approach and questions
used to measure customer satisfaction
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Benefits and challenges of gaining value through products and services
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Benefits

Vendors can supply consumer services
that utilities do not resources or the skill
sets to do on their own

Vendors can quickly mobilize and offer
the service (depending on service) with
impact impact to the utility

Utilities can offer links to vendor websites
that provide the customer with a seamless
transfer from the utility to the vendor

Utilities (through 3rd parities) can appear
to offer an array of services without
actually having to host those services
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Challenges

Vendor is not customer focused forcing
the utility to address complaints an
customer dissatisfaction

Vendor interfaces (process and or
technology based) are complicated and
prone to breakdowns

Vendor promises and can’t deliver such
as in scheduling and keeping
appointments

Vendor does not have a customer
satisfaction measurement program or is
not focused on customer satisfaction
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Utilities are placing more emphasis on non-traditio nal levers to improve
satisfaction levels
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Case #1

Large multi-state electric-only utility re-aligning resources to focus on increased
collection activity and related customer satisfaction obstacles

Case #2

Large single state electric and gas utility facing dramatic increase in
uncollectibles is considering how to use energy efficiency services at the
household level as a customer satisfaction lever

Case #3

Handful of utilities experimenting with new vendor data to better segment
customers and be more effective at targeting households more receptive to
energy efficiency, self service initiatives and ...
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PA Consulting Group — A Leading Energy Consulting Practice

A market leader respected for its insights, industry know-how and defendable opinions

Expertise in due diligence, infrastructure support, litigation support and utility performance has enabled us to provide

unparalleled assistance

Active ongoing analysis of specific market issues related to capacity markets, carbon legislation, LNG, renewable
energy, transmission, pipelines, transportation and storage

Track record with energy companies and financial institutions to value energy assets, assess energy markets and
develop and implement strategic business initiatives

Lead trading and risk management services from expert content advisory to large commercial transformation for

commodity trading operations and utilities

Allowance and credit price forecasting
Emissions management

DSM and DG planning and evaluation
Energy efficiency programs

REC — evaluation, due diligence, support

Enterprise wide risk management

Risk governance and organisation

Risk policies and controls

Market, credit and operational risk models

© PA Knowledge Limited 2008.

Renewable strategy and Transaction support and Corporate strategy and
implementation valuation organisation

Price forecasting and market modelling
Asset and portfolio valuation

Due diligence, assurance services and
litigation support

M&A support

Independent market expert report

Risk management Performance improvement

Asset management strategy
Operational strategy
Performance benchmarking

Business process review and design

Field force automation
Post merger integration
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Overall corporate strategy
Commercial and trading strategy
development including environment
strategy

Marketing and retail strategy
Organisation design

Market regulation and
restructuring

New market design and implementation
Electricity and gas sector restructuring

Price control reviews, rate cases,
regulatory strategy development

Market power analysis
Expert testimony
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PA offers deep industry knowledge with wide functional expertise

Office locations

PA Consulting Group is a leading management, system and + Argentina + Germany;~ -+ Netherlands
technology consulting firm founded in 1943 . Australid " Hong Kong_ -+ < New Zealand
Today PA has over 2,000 consultants operating from over 40 ° BEloim *¥ind S oANEE
offices in more than 20 countries * China 3 IndongsiagaNEUNIE N
) » Czech Republic #+ Ireland ¢ . Singapore
Employee-owned and independent from data and model . Denmark . Japan < Sweden
vendors, we are answerable to ourselves and our clients . Finland . Canada + . United Kingdom
Our experience and skill base extend from insights and * France © Malaysia’ | ~¢ UnitedStates
solutions all the way through to implementation
Our advice is founded in deep sector and industry expertise -..and representation in a number of countries
across a range of consultancy services across the CIS, the Balkans, the Middle East and
Africa
Services
. Business Information Technology
Industries Strategy & Marketing Transformation Technology Consulting

Energy - Electricity, Gas, Oil, Water
Government & Public Sector
Manufacturing & Automotive Industry
Financial Services

Infrastructure & Development

Life Sciences

Communications & Media
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Polaris Benchmarking Programs — www.pabenchmarking.com

Scope

Customer Service

T&D

Shared Services
Participation

25-35 utilities on an annual basis
Return on investment

Scorecards

Best practice maturity models

Performance reports

Peer networking

Improvement
Differentiators
Data quality

Comprehensive scope

18 years of proven track record
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Mike Hormell
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Member of PA’s Management Group

1700 Lincoln St
Denver, Colorado 80203
703.628.2679

www.paconsulting.com

mike.hormell@paconsulting.com

Ted Nolte

600 College Road East
Princeton, NJ 08540
908-242-4584
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