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GLOSSARY OF ACRONYMS AND DEFINED TERMS

Acronym/Defined Term

Meaning

AMP
Commission
FERC

IVR

O&M

Operating Companies

Operating Company
OPUC

PSCo

RFP

SPS

Test Year

Total Company or total
company

Update Period
Updated Test Year
Xcel Energy

XES

Edwards Direct — Revenue Requirement

Average Monthly Payment

Public Utility Commission of Texas

Federal Energy Regulatory Commission
Interactive Voice Response

Operation and maintenance

Northern States Power Company, a Minnesota
corporation; Northern States Power Company,
a Wisconsin corporation; PSCo; and SPS

One of the Operating Companies

Office of Public Utility Counsel

Public Service Company of Colorado, a
Colorado corporation

Rate Filing Package

Southwestern Public Service Company, a New
Mexico corporation

April 1, 2018 through March 31, 2019

Total SPS (before jurisdictional allocation)

April 1, 2019 through June 30, 2019
July 1, 2018 through June 30, 2019
Xcel Energy Inc.

Xcel Energy Services Inc.
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LIST OF ATTACHMENTS

Attachment Description
SME-RR-1 Native SPS Costs for Meter Reading and Customer

Records and Collections
(Filename: SME-RR-1.xlIsx)

SME-RR-2 Organization Chart - Customer Care
(Non-native format)

SME-RR-A Summary of XES Expenses to SPS by Affiliate
(Updated Test Year)  Class and Allocation Method
(Filename: SME-RR-ABCD.xIsx)

SME-RR-B(CD) XES Expenses by Affiliate Class, Activity, Billing
(Updated Test Year)  Method and FERC Account
(Filename: SME-RR-ABCD.xlsx)

SME-RR-C Exclusions from XES Expenses to SPS by Affiliate
(Updated Test Year)  Class and FERC Account
(Filename: SME-RR-ABCD.xIsx)

SME-RR-D Pro Forma Adjustments to XES Expenses by
(Updated Test Year)  Affiliate Class and FERC Account
(Filename: SME-RR-ABCD.xlsx)
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DIRECT TESTIMONY
OF
S. MICHELLE EDWARDS

I. WITNESS IDENTIFICATION AND QUALIFICATIONS

Please state your name and business address.

My name is S. Michelle Edwards. My business address is 1800 Larimer Street,
Denver, Colorado 80202.

On whose behalf are you testifying in this proceeding?

| am filing testimony on behalf of Southwestern Public Service Company, a New
Mexico corporation (“SPS”) and wholly-owned electric utility subsidiary of Xcel
Energy Inc. (“Xcel Energy”).

By whom are you employed and in what position?

| am employed by Xcel Energy Services Inc. (“XES”), the service company
subsidiary of Xcel Energy, as Director, Customer Operations.

Please briefly outline your responsibilities as Director, Customer Operations.
I am responsible for business support services of the Customer Care organization
for Xcel Energy’s four Operating Companies." This responsibility includes fiscal
oversight of the operation and maintenance (“O&M”) budget and strategic
planning coordination for Customer Care, as well as performance management
and process improvement, contact center operations management, talent and
training, quality assurance, communications, customer complaint management,

customer policy, and low-income program management and customer support.

! The Operating Companies are: Northern States Power Company, a Minnesota corporation;

Northern States Power Company, a Wisconsin corporation; Public Service Company of Colorado, a
Colorado corporation (“PSCo0”); and SPS.
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Please describe your educational background.

| hold a Bachelor of Arts degree in Journalism from the University of Oregon and
a Master of Special Studies degree in Applied Communication from the
University of Denver. | have continued my education through various executive
education programs, including the Minnesota Management Institute at the Carlson
School of Management of the University of Minnesota, as well as leadership and
customer care-focused training programs and conferences.

Please describe your professional experience.

| have been employed with Xcel Energy or its predecessor companies for 30
years. Prior to 2004, | held various positions with PSCo, including Assistant to
the Chairman of PSCo, Executive Public Relations Specialist, and several
communication consultant and analyst roles. From 2004 to 2007, | served as
Manager, Environmental Policy Relations for Xcel Energy. From 2007 to 2008, I
served as Chief of Staff of Xcel Energy’s Customer and Enterprise Solutions,
which included the current Customer Care organization. From 2008 to 2009, I
served as Director, Planning and Performance for Xcel Energy and managed a
subset of the functions | have today. Beginning in 2009, | became the Director,
Customer Operations, with organizational responsibility added over time.

Have you filed testimony before any regulatory authorities?

Yes. | have filed testimony at the Public Utility Commission of Texas
(“Commission”) in Docket Nos. 40824, 42004, 43695, 45524, and 47527, SPS’s
five most recent base rate case proceedings, on the Customer Care class of
affiliate services. | have also filed testimony at the Colorado Public Utilities
Commission on behalf of PSCo about customer care-related issues in a regulatory

proceeding concerning municipalization.
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Il. ASSIGNMENT AND SUMMARY OF TESTIMONY AND
RECOMMENDATIONS

What is your assignment in this proceeding?
| support the Updated Test Year (July 1, 2018 through June 30, 2019)> O&M
expenses and administrative and general expenses for activities and work
performed by: (1) SPS employees and contract resources for meter reading and
third-party vendor costs for customer records and collection expenses (also
referred to as “native SPS costs”); and (2) the Customer Care class of affiliate
services. | also explain the accounting for and management of SPS’s bad debt
expense.

In regard to SPS’s native meter reading and customer records and
collection expenses, my testimony will:

e describe the types of services provided;

e explain how the services are reasonable and necessary for SPS’s
operations; and

e support the costs as reasonable and necessary for rate recovery
purposes.

In regard to the Customer Care affiliate class, my testimony will:
e describe the services included in the class;

e explain that those services are reasonable and necessary for SPS’s
operations;

e explain that the costs for those services are reasonable and necessary;

2 The Test Year in this case is April 1, 2018 through March 31, 2019, and the Update Period is
April 1, 2019 through June 30, 2019. The Updated Test Year consists of the last nine months of the Test
Year and the three months in the Update Period. In addition to supporting the Updated Test Year costs, |
have also reviewed the costs for the first three months of the Test Year for the classes | support and find
those costs to be reasonable.
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e explain that these services do not duplicate services that SPS provides
to itself through its own employees or that are provided from any other
source; and

e explain that each charge from SPS’s affiliates for these services is no
higher than the charge by those affiliates to any other entity for the
same or similar services.

In addition, I sponsor Schedule G-3 of SPS’s Rate Filing Package
(“RFP”). Schedule G-3 provides the policy for writing off bad debts and the
calculation of commodity bad debt expense. | support the effort to manage the
incidence of bad debt, which is reflected in the level of expense shown on the
schedule. | also propose a change to the Texas Average Monthly Payment
(“AMP”) Program and provide the rationale for the proposed change.

Please summarize the recommendations and conclusions in your testimony.
Native Costs - The native amounts included in Attachment SME-RR-1 represent,
at a total company level (total SPS before jurisdictional allocation, “total
company” or “Total Company”), reasonable and necessary meter reading,
customer records, and customer collections related costs incurred directly by SPS
to support SPS’s ability to provide safe and reliable electric service to its Texas
retail customers. | recommend the Commission approve those costs.

Affiliate Costs - The affiliate charges to SPS are included in Attachments SME-
RR-A through SME-RR-D, and are addressed in more detail in Section 1V of my
testimony. The estimated Updated Test Year costs that SPS seeks to recover for
the services of the Customer Care affiliate class of $3,255,721 (total company)®

are reasonable and necessary because they support SPS’s ability to provide

electric service to its Texas retail customers.

% This dollar amount reflects nine months of actual costs and three months of estimated costs.
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e The costs are for services provided by the Customer Care business
area that are necessary for the provision of electric service by SPS,
including:

o oversight and administrative support for reading customer
meters;

o manual billing work, billing quality assurance, billing issue
resolution, and receiving and posting payments; operating the

customer contact centers that answer customer questions
regarding bills, services, and outages;

o0 providing collections services; and
0 support and oversight for customer service operations.
e The costs for these services are reasonable because they are shared
with other affiliates, include reasonable personnel costs, and are

subjected to rigorous budgeting and cost control processes.

e SPS does not provide these services for itself, and the services do not
duplicate services provided by others.

e Each charge from SPS’s affiliate for these services is no higher than

the charge by those affiliates to any other entity for the same or similar
service.

Accordingly, | recommend the Commission approve SPS’s requested amount for
the Customer Care affiliate class.

Bad Debt Expense - SPS incurs bad debt expense when customers fail to pay
their bills. SPS’s write-off policy requires specific action—a write-off or further
collection efforts—when a customer account is 119 working days past the final
bill due date. SPS is requesting $5,629,706 (total company)* of bad debt expense
in this case. That amount is the actual amount of bad debt expense incurred

during the Updated Test Year.

* The total company number consists of Customer Care-related commodity bad debt expense in
the amount of $4,447,042; Customer Care-related non-commodity bad debt expense in the amount of
$75,872; and Distribution Operations non-commaodity bad debt expense in the amount of $1,106,793. The
Distribution Operations non-commodity bad debt expense is sponsored by SPS witness Casey S. Meeks.
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Average Monthly Payment Program - | recommend that the Commission
authorize SPS to change the Texas AMP program to enable a quarterly review of
customers® AMP amounts, and a bill amount adjustment if needed, as opposed to
the annual review and true up that is required by the tariff today. The change will
reduce the variance in billed amount owed and paid at the end of a 12-month
period, which should benefit customers by reducing the amount owed at the end
of the 12-month period or allowing customers to reduce monthly expenditures.
You mention that certain costs that you present in your testimony are
estimates. Please explain why this is the case and what items are estimates.
As explained by SPS witness William A. Grant, SPS will be using an Updated
Test Year in this case. SPS’s initial filing presents actual affiliate O&M expenses
for the Test Year (April 1, 2018 through March 31, 2019) and estimated
information for the Update Period (April 1, 2019 through June 30, 2019).
Accordingly, the first nine months of SPS’s Updated Test Year (i.e., July 2018
through March 2019) consist of actual cost information, and the last three months
(i.e., April through June 2019) consist of estimated cost information. For this
reason, certain SPS witnesses refer to the Updated Test Year in direct testimony
as the “estimated Updated Test Year.”

Regarding the Customer Care affiliate costs | support, as explained by SPS
witness Melissa L. Schmidt, actual figures for April and May 2019 have been
provided and June 2019 figures have been estimated based on the forecasted
budget. However, these expenses have not gone through the full pro forma

adjustment review process.

Edwards Direct — Revenue Requirement Page 9

RR6 - Page 257 of 455

03296



10

11

12

13

14

15

16

17

18

19

20

21

22

23

Will your testimony be updated to replace the estimated costs that you
present and support with actual costs?

Yes. SPS will file an update 45 days after this application has been filed. The
update will provide actual costs incurred to replace the estimates provided in the
application for the Update Period. As part of that process, my Attachments
SME-RR-A through D will be updated by removing estimates of Customer Care
affiliate O&M expenses incurred by SPS during the Updated Test Year and then
replacing those estimates with actual expenses, which will be used to establish
SPS’s base rates in this case.

Were Attachments SME-RR-1, SME-RR-2, and SME-RR-A through
SME-RR-D prepared by you or under your direct supervision and control?
Yes, with respect to Attachment SME-RR-2. Attachment SME-RR-1 was
prepared by SPS witness Arthur P. Freitas and his staff and is based on the cost of
service study. My staff and | have reviewed this attachment, and | believe it is
accurate. Attachments SME-RR-A through SME-RR-D were prepared by Ms.
Schmidt and her staff. My staff and | have reviewed these attachments, and |
believe them to be accurate. Although the same information provided in
Attachments SME-RR-A through SME-RR-D is presented in Ms. Schmidt’s
Attachments MLS-RR-A through MLS-RR-D, | have presented this information
in my testimony for the convenience of those reviewing my testimony.

Were the portions of the RFP schedule you sponsor prepared by you or
under your supervision and control?

Yes.
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1 Q. Do you incorporate the portions of the RFP schedule sponsored by you into
2 this testimony?

3 A. Yes.
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Q.

METER READING, CUSTOMER RECORDS, AND COLLECTION-
RELATED ACTIVITIES AND O&M COSTS

What are the types of charges included in SPS’s requested level of meter
reading, customer records, and collection-related expenses and total O&M
costs?

The Customer Care component of the Customer and Innovation business area
provides a wide range of services that are necessary to support SPS’s ability to
provide electric service to its Texas retail customers. The core functions provided
by Customer Care include meter reading, billing services, contact centers, credit
and collections, and customer operations. Within Customer Care, XES and SPS
employees have separate roles and responsibilities, but work in coordination with
each other and under the direction of the XES Customer Care business area
management to provide various types of services, including meter reading,
customer records, and customer collections.

Meter reading, customer records, and collection-related O&M expenses,
within the Customer and Innovation business area, include both native SPS costs
and affiliate charges. Native costs are those costs incurred directly by SPS
associated with the provision of electric service to customers. These costs include
labor, materials, and other non-fuel O&M costs. For example, the salaries of SPS
employees are native costs. In this section of my testimony, | discuss the
reasonableness and prudence of SPS’s requested native costs relating to meter
reading, customer records, and customer collection expenses.

Affiliate expenses are those associated with services provided by XES to

SPS. XES is a centralized service company and the charges for its services are to
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be provided “at cost,” or without profit. These services are in addition to, and not
duplicative of, the services that SPS employees provide. Finally, affiliate O&M
expenses also include charges to SPS from other Operating Companies or
affiliated interests. Similar to the charges from XES, these services are charged to
SPS *at cost” and generally involve oversight functions. Ms. Schmidt provides
additional details regarding the methodology of charging affiliate costs to SPS
from XES and other affiliated interests. Starting in the next section of my
testimony, | discuss Customer Care affiliate O&M charges to SPS in more detail.
Please describe SPS’s native meter reading, customer records, and customer
collection expenses that SPS has included in its cost of service.

These costs, which are provided on my Attachment SME-RR-1 and included in
Federal Energy Regulatory Commission (“FERC”) Accounts 902 and 903,
include various services associated with the reading of customer meters by SPS
employees, as well as external vendor expenses and postage to provide billing and
collection services specifically for SPS customers.

With respect to meter reading, there are approximately 66 SPS employees,
including those in management roles, in the Customer Care business area who
perform meter reading functions for SPS, as of June 2019. There are also
approximately 16 contract resources used to perform meter reading functions.
These employees and contract resources read and record usage data from
customer meters, without which SPS would be unable to bill customers for
electricity consumption, generate disconnection orders, and investigate energy

theft. These meter reading activities, and associated labor, are directly incurred
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by SPS in its provision of electric service to customers. Although XES
employees provided management, oversight, and administrative support for meter
reading, such activities are separate and distinct from the day-to-day management
of meter reading personnel that is provided by management-level employees at
SPS (e.g., completion of work assignments, scheduling, and verification of data).
Both native and affiliate costs relating to meter reading services performed by the
Customer Care group are recorded to FERC Account 902.

Regarding customer records and customer collections expenses, SPS
native costs include external vendor expenses to provide billing and collection
services specifically for SPS customers. These services include the creation,
printing, and mailing of SPS customer letters, notices, and bill statements, as well
as the generation of electronic bill images for SPS customers who receive their
bills electronically. Postage expense for mailed communications with SPS
customers are also included in these native costs. Native costs also include
expenses from credit agency vendors collecting past-due balances for SPS
customer accounts, and bank fees SPS reimburses to its customers due to billing
or collection errors.  Starting in January 2019, Customer Care assumed
management responsibility for work to disconnect and reconnect single-phase
electric meters due to non-payment in SPS. This work had previously been
managed by the Distribution Operations organization and is performed by
contracted personnel. The native SPS costs for customer records and customer
collections described above are separate and distinct from the services provided

by the Customer Care affiliate class. Both native and affiliate costs relating to

Edwards Direct — Revenue Requirement Page 14

RR6 - Page 262 of 455

03301



10

11

12

13

14

15

customer records and collections-related activities performed by SPS employees
and the Customer Care group, respectively, are recorded to FERC Account 903.
Are the native SPS costs for meter reading, customer records, and customer
collections-related expenses and associated O&M necessary and reasonable
for SPS’s operations?

Yes. These costs are necessary to ensure that SPS maintains the ability to meter,
bill, and collect payment for the electricity it provides. They are functions
required by all utilities. Without them, SPS would not be able to provide electric
service to its customers. These costs include labor, materials, and other non-fuel
O&M costs. SPS witnesses Michael T. Knoll and Richard R. Schrubbe provide
testimony explaining that SPS’s labor and benefits costs are reasonable, and SPS
witness Gary J. O’Hara provides testimony about explaining that the costs
associated with the sourcing and procurement of goods and services are
reasonable. These costs are reasonable and necessary and support SPS’s ability to

provide safe and reliable service to its Texas retail customers.

Edwards Direct — Revenue Requirement Page 15

RR6 - Page 263 of 455

03302



-

10

11

12

13

14
15

16

17

18

19

20

21

22

23

24

25

IV. AFFILIATE EXPENSES FOR THE CUSTOMER CARE
CLASS OF SERVICES

Earlier in your testimony, you referred to an “affiliate class.” What do you
mean by the terms “affiliate class” or “affiliate class of services”?

A portion of SPS’s costs reflects charges for services provided by a supplying
affiliate, specifically XES or one of the Operating Companies. These charges
have been grouped into various affiliate classes, or aggregations of charges, based
upon the business area, organization, or department that provided the service or,
in a few instances, the accounts that captured certain costs. In her direct
testimony, Ms. Schmidt provides a detailed explanation of how the affiliate
classes were developed and are organized for this case.

Which affiliate class do you sponsor?

| sponsor the Customer Care class of affiliate services.

Summary of Affiliate Expenses for the Customer Care Class of
Services

Where does the Customer Care affiliate class fit into the overall affiliate
structure?

Attachment MLS-RR-6 to Ms. Schmidt’s direct testimony provides a list and a
pictorial display of all affiliate classes, dollar amounts for those classes, and
sponsoring witness for each class. As seen on that attachment, the Customer Care
affiliate class was part of the Customer and Innovation business area during the
Updated Test Year. Prior to moving to the Customer and Innovation business
area in April 2018, the Customer Care affiliate class was part of the Operations
Services Dbusiness area.  Attachment SME-RR-2 to my testimony is an

organization chart showing the Customer Care organization.
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What services are grouped into the Customer Care affiliate class?

The services that are grouped into the Customer Care affiliate class are meter
reading (oversight and administrative support), billing services, contact centers,
credit and collections, and customer operations. As described previously, these
services are separate and distinct from costs incurred directly by SPS.

What is the dollar amount of the Updated Test Year XES charges that SPS
requests, on a total company basis, for the Customer Care affiliate class?

The following table summarizes the dollar amount of the estimated Updated Test
Year XES charges for the Customer Care affiliate class. | will update the table
below as part of SPS’s 45-day case update filing to reflect the actual Updated Test
Year costs for the Customer Care affiliate class.

Table SME-RR-1

Requested Amount of XES Class
Expenses Billed to SPS

(Total Company)

Total XES
Class of Services Class
Expenses

Requested % Direct %
Amount Billed Allocated

Customer Care $45,645,961 $3,255,721 1.42% 98.58%

Total XES Class Dollar amount of total Updated Test
Expenses Year expenses that XES charged to all
Xcel Energy companies for the services
provided by this affiliate class. This is
the amount from Column E in
Attachment SME-RR-A.

Requested Amount of Requested dollar amount of XES
XES Class Expenses expenses to SPS (total company) for
Billed to SPS (Total this affiliate class after exclusions and
Company) pro forma adjustments. This is the
amount from Column K in Attachment
SME-RR-A.
Edwards Direct — Revenue Requirement Page 17
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% Direct Billed The percentage of SPS’s requested
XES expenses (total company) for this
class that were billed 100% to SPS.

% Allocated The percentage of SPS’s requested

XES expenses (total company) for this
class that were allocated to SPS.

Please describe the attachments that support the information provided in
Table SME-RR-1.

There are four attachments to my testimony that present information about the
requested SPS affiliate expenses for the Customer Care affiliate class.

Attachment SME-RR-A: Provides a summary of the affiliate expenses

for this class during the Updated Test Year. The portion of the summary specific
to billings to SPS starts with the total of the XES expenses to SPS for the services
provided by this affiliate class and ends with the requested dollar amount of XES
expenses to SPS (total company) for this affiliate class after exclusions and pro

forma adjustments. The columns on this attachment provide the following

information:

Column A— Line No. Lists the Attachment line numbers.

Column B —  Affiliate Class Lists the affiliate class.

Column C —  Billing Method (Cost  Shows the billing method that XES

Center) uses to charge the expenses to the

affiliates, and the billing method short
title. In her direct testimony, Ms.
Schmidt explains the billing methods
and defines the codes.

Column D —  Allocation Method Shows the allocation method applicable

to the billing method (cost center).
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Column E —

Column F —

Column G —

Column H —

Column | —

Column J —

Column K —

Column L —

Total XES Billings
for Class to all Legal

Entities (FERC Acct.

400-935)

XES Billings for
Class to all Legal
Entities Except for
SPS (FERC Acct.
400 - 935)

XES Billings for
Class to SPS (Total
Company) (FERC
Acct. 400-935)

Exclusions

Per Book

Pro Formas

Requested Amount
(Total Company)

% of class charges

Edwards Direct — Revenue Requirement

Shows XES billings to all legal entities
for the affiliate class.

Shows XES billings to all legal entities
except SPS for the affiliate class.

Shows XES billings to SPS (total
company) for the affiliate class.

Shows the total dollars to be excluded
from Column G. Exclusions reflect
expenses not requested, such as
expenses not allowed or other expenses
excluded from the cost of service.

Shows XES billings to SPS (total
company), for the affiliate class, after
the exclusions shown in Column H.
The dollar amount in Column 1 is
Column G plus Column H.

Shows the total dollar amount of pro
forma adjustments to the dollar amount
in Column I. Pro forma adjustments
reflect revisions for known and
measurable changes to the Updated
Test Year expenses.

Shows the requested amount (total
company) for the affiliate class. The
dollar amount in Column K is Column |
plus Column J.

Shows the percentage of affiliate class
charges billed using the cost center.
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In her direct testimony, Ms. Schmidt provides a consolidated summary of
affiliate expenses billed to SPS for all classes during the Test Year and the
Updated Test Year.

Attachment SME-RR-B(CD): Provides the detail of the XES expenses

for the Customer Care affiliate class that are summarized on Attachment
SME-RR-A. The detail shows the XES expenses billed to SPS for the Customer
Care affiliate class, itemized by the amount, with each expense listed by
individual activity and billing method (cost center). When summed, these
amounts tie to the amounts shown on Attachment SME-RR-A, and the detail
regarding the expenses is organized to support that attachment. Specifically, the

columns on this attachment provide the following information.

Column A— Line No. Lists the Attachment line numbers.

Column B —  Legal Entity Shows the legal entity (Xcel Energy or
Receiving XES one of its subsidiaries) that received the
Expenses XES expense.

Column C —  Affiliate Class Lists the affiliate class.

Column D —  Cost Element Provides the cost element number.

Column E—  Activity Provides a short title for the activity.

Column F—  Billing Method (Cost  Identifies the billing method and short
Center) title. In her direct testimony, Ms.

Schmidt explains the billing methods
and defines the codes.

Column G— FERC Account Shows the FERC Account in which the
expense was recorded for the operating
companies.
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Column H —

Column | —

Column J —

Column K —

Column L —

Column M —

Total XES Billings
for Class to All
Companies (FERC
Acct. 400-935)

XES Billings for
Class to all Legal
Entities Except SPS
(FERC Acct. 400-
935)

XES Billings for
Class to SPS (Total
Company) (FERC
Acct. 400-935)

Exclusions

Per Book

Pro Formas

Edwards Direct — Revenue Requirement

Shows the itemized amount of the listed
XES expense that was billed to all legal
entities for the affiliate class.

Shows the itemized amount of the listed
XES expense that was billed to all legal
entities except SPS for the affiliate
class.

Shows the itemized amount of the listed
XES expense that was billed to SPS for
the affiliate class. Therefore, the sum of
this column provides total billings to
SPS and ties to the total dollar amount
for the affiliate class in Column G of
Attachment SME-RR-A.

Shows the total dollars excluded from
Column J. The total dollar amount for
the affiliate class in Column K ties to
the total dollar amount for the affiliate
class in Column H of Attachment
SME-RR-A.

Shows XES billings to SPS (total
company) for the affiliate class after the
exclusions shown in Column K. The
dollar amount in Column L is Column J
plus Column K. The total dollar amount
for the affiliate class in Column L ties to
the total dollar amount for the affiliate
class in Column | of Attachment
SME-RR-A.

Shows the dollar amount of pro forma
adjustments to the dollar amount in
Column L. The total dollar amount for
the affiliate class in Column M ties to
the total dollar amount for the affiliate
class in Column J of Attachment
SME-RR-A.
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Column N—  Requested Amount Shows the requested amount (total
(Total Company) company) for the affiliate class. The

dollar amount in Column N is Column L
plus Column M. The total dollar
amount for the affiliate class in Column
N ties to the total dollar amount for the
affiliate class in Column K of
Attachment SME-RR-A.

Ms. Schmidt also provides a consolidated summary of this information for
all affiliate classes during the Test Year and the Updated Test Year.

Attachment SME-RR-C: Both Attachments SME-RR-A and

SME-RR-B(CD) show exclusions to the XES expenses billed to SPS for the
Customer Care affiliate class (Attachment SME-RR-A, Column H; Attachment
SME-RR-B(CD), Column K). Attachment SME-RR-C provides detail about
those exclusions listed on Attachments SME-RR-A and SME-RR-B(CD). The

columns on Attachment SME-RR-C provide the following information.

Column A— Line No. Lists the Attachment line numbers.
Column B —  Affiliate Class Lists the affiliate class.
Column C— FERC Account Identifies the FERC Account and

FERC Account description for the
expense that has been excluded.

Column D —  Explanations for Provides a brief rationale for the
Exclusions exclusion.

Column E—  Exclusions (Total Shows the dollar amount of the
Company) exclusion.

In her direct testimony, Ms. Schmidt describes the calculations underlying
the exclusions.

Attachment SME-RR-D: Both Attachments SME-RR-A and

SME-RR-B(CD) show pro forma adjustments to SPS’s per book expenses for the
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Customer Care affiliate class (Attachment SME-RR-A, Column J; Attachment
SME-RR-B(CD), Column M). Attachment SME-RR-D provides information
about those pro forma adjustments shown on Attachments SME-RR-A and

SME-RR-B(CD). The columns on Attachment SME-RR-D provide the following

information.

Column A—  Line No. Lists the Attachment line numbers.

Column B —  Affiliate Class Lists the affiliate class.

Column C—  FERC Account Identifies the FERC Account and
FERC Account description affected by
the pro forma adjustment.

Column D —  Explanations for Pro  Provides a brief rationale for the pro

Formas forma adjustment.

Column E—  Sponsor Identifies the witness or witnesses who
sponsor the pro forma adjustment.

Column F—  Pro Formas (Total Shows the dollar amount of the pro

Company) forma adjustment.

Does XES bill its expenses for the Customer Care affiliate class to SPS in the
same manner as it bills other affiliates for those expenses?

Yes. As discussed by Ms. Schmidt, XES uses the same method for billing and
allocating costs to affiliates other than SPS that it uses to bill and allocate those
costs to SPS.

Are there any exclusions to the XES billings to SPS for the Customer Care
affiliate class?

Yes. As | mentioned earlier, exclusions reflect expenses not requested, such as
expenses not allowed or other below-the-line items. Exclusions are shown on

Attachment SME-RR-A, Column H, and on Attachment SME-RR-B(CD),
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Column K. The details for the exclusions are provided in Attachment
SME-RR-C. Ms. Schmidt describes how the exclusions were calculated. In
SPS’s 45-day case update, | will present an updated Attachment SME-RR-C that
will provide actual exclusions to replace any estimated exclusions included in my
original attachment.

Are there any pro forma adjustments to SPS’s per book expenses for the
Customer Care affiliate class?

Yes. As | mentioned earlier, pro forma adjustments are revisions to Updated Test
Year expenses for known and measurable changes. Pro forma adjustments are
shown on Attachment SME-RR-A, Column J, and on Attachment
SME-RR-B(CD), Column M. The details for the pro forma adjustments,
including the witness or witnesses who sponsor each pro forma adjustment, are
provided in Attachment SME-RR-D. Given the time of SPS’s initial filing, only
the first nine months of the Updated Test Year have completed the full pro forma
adjustment review process. In SPS’s 45-day case update, | will present an
updated Attachment SME-RR-D that will complete the full pro forma adjustment
review process for the last three months of the Updated Test Year.

Attachment SME-RR-D shows that you are a sponsor for pro forma
adjustments for expenses for the Customer Care affiliate class during the
first nine months of the Updated Test Year that result in a net decrease for
the Customer Care affiliate class of $13,000.83 Please explain the
adjustments.

The adjustments that | sponsor: remove alcohol charges (a decrease of $19.64);

remove costs not benefitting SPS (a decrease of $456.72); remove below-the-line

Edwards Direct — Revenue Requirement Page 24

RR6 - Page 272 of 455

03311



10

11

12

13

14

15

16

17
18

19
20
21

22
23
24

charges (a decrease of $496.00); remove charges associated with employee
life/career events (a decrease of $710.86); remove charges associated with
employee recognition awards (a decrease of $11,226.50); and remove charges less

than $100 (a decrease of $91.11).

The Customer Care Class of Services are Necessary Services

Are the services that are grouped in the Customer Care affiliate class
necessary for SPS’s operations?

Yes. The services grouped in the Customer Care affiliate class are necessary to
ensure that SPS maintains the ability to meter, bill, and collect payment for the
electricity it provides and that customers have the ability to contact SPS regarding
service and billing issues. They are functions required by all utilities and without
which SPS would not be able to provide electric service to its customers.

What are the specific services that are provided to SPS by the Customer
Care affiliate class?

The specific services that are provided to SPS by the Customer Care affiliate class
are in five major categories:

e Meter Reading — these services provide oversight, management, and
administrative support for reading customer meters;

e Contact Centers — these services include the operation of the
Residential Contact Centers and the Business Solutions Contact
Centers;

e Billing Services — these services include manual billing work, billing
quality assurance, billing issue resolution, and receiving and posting
customer payments;
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e Credit and Collections — these services include management of
accounts receivables, minimizing customer receivable write-offs, and
operation of the Credit Contact Centers; and

e Customer Operations — these services include staff training, quality
control, process efficiencies, contact center operational management
and reporting, escalated customer complaints, communications within
the organization and with customers, customer policy, low-income
customer support, strategic planning, and budget oversight.

Are any of the Customer Care class of services that are provided to SPS
duplicated elsewhere in XES or in any other Xcel Energy subsidiary such as
SPS itself?

No. Within XES, none of the services grouped in the Customer Care affiliate
class are duplicated elsewhere. No other Xcel Energy subsidiary performs these
services for the Operating Companies. In addition, SPS does not perform these
services for itself.

Do SPS’s Texas retail customers benefit from the services that are part of the
Customer Care affiliate class of services?

Yes. The services of the Customer Care affiliate class benefit SPS’s customers in
many ways. For example, it is through the services of the Customer Care class
that SPS’s customers: receive accurate and timely bills for the use of products
and services based on their measured consumption; have their payments
processed in an accurate and timely manner; request that service start or stop, ask
a question, voice a concern, enroll in a billing program, or report an outage or
emergency; and are able to discuss payment arrangements and assistance options

if they have difficulty paying their bills.
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The Customer Care Affiliate Class of Services are Provided at a
Reasonable Cost

Are the costs of the Customer Care affiliate class of services reasonable?
Yes. The costs of the Customer Care affiliate class of services are reasonable.
Because these services are provided through XES on a consolidated basis, SPS
benefits from economies of scale and the distribution of costs over multiple Xcel
Energy legal entities.

1.  Additional Evidence
Is there additional evidence for a portion of the expenses that you present in
this testimony?
Yes. Of the estimated Updated Test Year costs for the Customer Care class,
91.71% are compensation and benefits costs for XES personnel. SPS witnesses
Mr. Knoll and Mr. Schrubbe establish that the level of Xcel Energy’s
compensation and benefits is reasonable and necessary.

2.  Budget Planning
Is a budget planning process applicable to the Customer Care class of
affiliate costs?
Yes. Annual O&M budgets are created for the Customer and Innovation business
area, which includes the Customer Care organization and the Customer Care class
of affiliate costs, using guidelines developed at the corporate level. Each manager
within the Customer Care organization carefully reviews historical spend
information, identifies changes that will be coming in the future, and analyzes the
costs associated with those changes prior to submitting a proposed budget. The
budgeting process is discussed in more detail by SPS witness Adam R.

Dietenberger.
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During the fiscal year, does the Customer Care organization monitor its
actual expenditures versus its budget?
Yes. Actual versus expected expenditures are monitored on a monthly basis by
management in the Customer Care organization. Deviations are evaluated each
month to ensure that costs are appropriate. In addition, action plans are developed
to mitigate variations in actual to budgeted expenditures. These mitigation plans
may either reduce or delay other expenditures so that overall spending complies
with the authorized budget.
Are employees within the Customer Care organization held accountable for
deviations from the budget?
Yes. All management employees in Customer Care have specific budgetary goals
that are incorporated into their performance evaluations. Performance is
measured on a monthly basis to ensure adherence to the goals and provide for
action plan development to address variances. All Customer Care managers are
required to manage their expenses to support the budgetary goals. Failure to meet
these performance targets will affect their performance evaluation and overall
compensation.

3. Cost Trends
Please state the dollar amounts of the actual per book charges from XES to
SPS for the Customer Care affiliate class of services for the three fiscal years
preceding the end of the Updated Test Year and the estimated per book
charges for the estimated Updated Test Year.
The following table shows, for the fiscal years 2016, 2017, and 2018 (calendar

years), the actual per book and, for the Updated Test Year, the estimated per book
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affiliate charges (Column I on Attachment SME-RR-A) from XES to SPS for the
services grouped in the Customer Care affiliate class:

Table SME-RR-2

Per Book Charges Over Time

Updated Test
Class of Services 2016 2017 2018 Year
(Estimated)

Customer Care | $3,981,837 | $3,652,932 | $3,372,426 $3,300,347

What are the reasons for this trend?
There has been a decrease in costs from 2016 to the Updated Test Year primarily
related to decreases in labor, pension, and incentive costs. Customer Care has
realized ongoing operational efficiencies, process improvements, and work
automation, and customers are increasing their digital interactions. These factors
have enabled labor cost decreases through headcount reductions.

4.  Staffing Trends
Please provide the staffing levels for the Customer Care class of services for
the three fiscal years preceding the end of the Updated Test Year and for the
Updated Test Year.
The following table shows, for the fiscal years 2016, 2017, and 2018 (calendar
years) and for the Updated Test Year, the average of the end of month staffing

levels for the Customer Care class of services.
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Table SME-RR-3

Average of End of Month # of Staff

Updated Test
Class of Services 2016 2017 2018 Year
(Estimated)
Customer Care 839 774 713 708

What are the reasons for this trend?
The decrease in average staffing levels from 2016 to the Updated Test Year was
primarily due to ongoing efforts to improve operational efficiencies and processes
and automate work where possible and cost effective. Customers are also
increasing their use of digital interaction channels, as new functionality and
enhancements have been added over time to the Interactive Voice Response
(“IVR”) system, xcelenergy.com and a mobile app launched in 2017. Customers
can also set preferences to receive notifications to stay informed during power
outages and for billing and payment reminders. In combination, these efforts
have enabled Customer Care to avoid filling some positions that were vacated
through natural attrition and to reduce overall hiring needs. Several Customer
Care business areas have realized headcount reductions during this period,
including billing, credit and collections, and customer operations, with the largest
headcount reduction occurring in the contact centers.

5.  Cost Control and Process Improvement Initiatives
Separate from the budget planning process, does the Customer Care affiliate
class take any steps to control its costs or to improve its services?
Yes. Customer Care strives to improve its processes and deploy technology that

will enable the organization to operate more efficiently and effectively. The
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following are examples of some initiatives that Customer Care has undertaken to
control costs and improve service:

e regularly forecasting call volumes, allowing the timing of hiring to be
adjusted on an ongoing basis and staffing to be managed and
scheduled to meet real-time workload needs;

e enhancing the IVR system to handle a wider range of calls quickly and
efficiently, allowing contact center agents to handle the more complex
calls from customers;

e focusing on segmented and proactive customer contacts in order to
manage bad debt expense and minimize the number of days that
revenue remains outstanding; and

e identifying opportunities to reduce errors, improve processes, increase
efficiency, and enhance customer satisfaction through process
improvement throughout Customer Care.

Q. Does Customer Care track key statistics related to customer satisfaction?
Yes. Customer Care tracks the number of customer complaints received. As
shown on the following table, Texas customer complaints remain low, with the
most common complaint type related to credit and collections activity.

Table SME-RR-4

Number of Customer Complaints
(Texas Retail Customers — All Sources)

2014 2015 2016 2017 2018

35 56 65 75 73

Customer Care also tracks customer use of the IVR system, and
satisfaction with both contact center agent interactions and IVR system
interactions. As shown on the following tables, customer use of the IVR system
has generally increased over time, and satisfaction with both agent calls and IVR

calls is high.
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Table SME-RR-5

IVR System Utilization
(Texas Retail Customers)

2014 2015 2016 2017 2018
Total Offered
Calls (Agentand | 1,239,384 | 1,285,259 | 1,177,483 | 1,191,821 | 1,167,823
IVR)
% of calls
handled by the 53.6% 56.4% 55.3% 56.4% 59.8%
IVR system

Table SME-RR-6
Voice of the Customer Transaction Survey
(Texas Retail Customers)
2014 2015 2016 2017 2018

Overall
Satisfaction with 88.0% 89.6% 89.6% 88.1% 86.4%
Transaction®
Overall
Satisfaction with
Transaction 90.2% 89.5% 91.0% 83.4% 85.6%
(IVR)

Beginning with data reported for 2017, Xcel Energy implemented a new
customer experience platform through vendor MaritzCX to assess satisfaction for
various channels, including agent and IVR experiences. Xcel Energy’s
partnership with the new vendor eliminates the manual agent call transfer process,
objectively manages the survey sampling process, and works to ensure a
statistically representative sample. Results are loaded daily to interactive
reporting dashboards for easier access. These enhancements facilitate more

frequent results and more in-depth understanding.

® The survey results report both IVR and Agent results combined for the years 2014 — 2016.

Beginning in 2017, the survey reports Agent results only.

Edwards Direct — Revenue Requirement

RR6 - Page 280 of 455

Page 32

03319



10

11

12

13
14

15

16

17

18

19

20

21

22

23

The former vendor transaction study also used a different scale than the
new vendor for agent results. The former vendor used a 0-10 scale for the agent
survey results, while the new vendor survey uses a 1-10 scale, both with a top
three box range (8-10). The IVR survey scale remains a 1-5 scale with a top two
box range (4-5). However, the IVR survey method changed to an automated
phone survey instead of a live phone survey to match the method of customer
interaction. The agent survey remains a live phone survey. Finally, IVR and
agent survey results are now reported separately, instead of being combined into
one score based on transaction channel volume. Because of these changes, data
reported starting with 2017 will be somewhat different than data reported for past
years. The data presented in Table SME-RR-6 reflects the changes in the survey

methodology for years 2017 and 2018.

The Costs for the Customer Care Class of Services are Priced in a
Fair Manner

For those costs that XES charges (either directly or through use of an
allocation) to SPS for the Customer Care class of services, does SPS pay any
more for the same or similar service than does any other Xcel Energy
affiliate?

No. The XES charges to SPS for any particular service are no higher than the
XES charges to any other Xcel Energy affiliate. The costs charged for particular
services are the actual costs that XES incurred in providing those services to SPS.
A single, specific allocation method, rationally related to the cost drivers

associated with the service being provided, is used with each cost center (billing
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method). In her direct testimony, Ms. Schmidt discusses the selection of billing
methods and XES’s method of charging for services in more detail.

How are the costs of the Customer Care affiliate class billed to SPS?

My Attachment SME-RR-B(CD) shows all of the costs in this class broken out by
activity and, in conjunction with Column C in my Attachment SME-RR-A, shows
the billing method associated with each activity. My Attachment SME-RR-A,
shows the allocation method (Column D) associated with each billing method
(Column C) used in the affiliate class.

In SPS’s 45-day case update, | will present updated Attachments
SME-RR-A and SME-RR-B(CD) so that the entries for the last three months of
the Updated Test Year provide actual data and conform to the information
provided for the first nine months. If the event the predominant billing methods
and associated allocation methods for the Customer Care affiliate O&M expenses
on my updated Attachments SME-RR-A and SME-RR-B(CD) differ from those
discussed below, I will explain those differences in supplemental testimony in
SPS’s 45-day case update filing.

What are the predominant allocation methods used for billing the costs that
SPS seeks to recover for the Customer Care affiliate class of services?

All of the requested XES charges to SPS for this class were charged using one of
the following allocation methods:

e Number of Customers — 71.54% of XES charges to SPS -

$2,329,047.26;
e Number of Customer Bills — 25.52% of XES charges to SPS -
$830,781.54;
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e Direct Billing — 1.42% of XES charges to SPS - $46,316.92; and

e Number of Residential Customers — 1.52% of XES charges to SPS -
$49,575.22.

Why is it appropriate to allocate costs based upon the “Number of
Customers” method for the costs captured in the cost centers that use that
allocation method?

For the cost centers charged using the “Number of Customers” method as the
allocator, the costs are driven by the needs of customers. They include costs
associated with the Customer Care organization that operates the centralized
customer contact centers and handles the interface between individual customers
and each of the Operating Companies. For example, Cost Center 200155, which
uses the “Number of Customers” method as the allocator, includes labor costs
associated with responding to retail customer calls regarding power outages and
starting or stopping service. Accordingly, this cost center allocates costs among
the Operating Companies based upon the proportionate share of customers of
each Operating Company (i.e., the number of customers of a particular Operating
Company as a percentage of the total number of customers of all of the Operating
Companies). This allocation reflects cost causation and the distribution of the
benefits of the services received. For the cost centers that assign costs based upon
this allocation method, the per unit amounts charged by XES to SPS as a result of
the application of this allocation method are no higher than the unit amounts
billed by XES to other affiliates for the same or similar services and represent the

actual costs of the services.
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Why is it appropriate to allocate costs based upon the “Number of Customer
Bills” method for the costs captured in the cost center that uses that
allocation method?

The cost center charged using the “Number of Customer Bills” method as the
allocator captures the costs of billing services provided to the Operating
Companies, including manual billing work, oversight of customer billing, and
responding to customers regarding billing issues. For example, the labor costs
associated with manually calculating bills, billing quality assurance, and billing
corrections are collected in Cost Center 200151 and are allocated using this
allocation method. These costs are driven by the activities required to issue and
process bills for each Operating Company. Accordingly, the costs in this cost
center are allocated among the Operating Companies based on each legal entity’s
proportionate share of customer bills (i.e., the number of customer bills processed
for a particular Operating Company as a percentage of the total number of
customer bills processed for all of the Operating Companies). This allocation
reflects cost causation and the distribution of the benefits of the services received.
For the cost centers that assign costs based upon this allocation method, the per
unit amounts charged by XES to SPS as a result of the application of this
allocation method are no higher than the unit amounts billed by XES to other
affiliates for the same or similar services and represent the actual costs of the

services.
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Why is the “Direct Billing” method appropriate for assigning the costs
captured in the cost centers that use that allocation method?

For the cost centers that are assigned using the “Direct Billing” method, the costs
normally reflect work that was performed specifically for SPS only. In some
cases, however, the direct billing occurred after the application of an off-line
allocator that tracks the relevant cost drivers. In either situation, the cost centers
charged using the “Direct Billing” method are appropriate because the assignment
of costs is in accordance with the distribution of benefits for the services received.
For example, employee labor costs associated with management meetings with a
local, low-income support agency specifically concerning low-income customer
assistance to SPS customers were assigned using the “Direct Billing” method.
The cost of these services benefited SPS, the work was performed specifically for
SPS alone, and the cost driver is SPS customers. Thus, the “Direct Billing”
method is appropriate because it assigns costs in accordance with cost causation
and benefits received. For the cost centers that assign costs using Direct Billing,
the per unit amounts charged by XES to SPS are no higher than the unit amounts
billed by XES to other affiliates for the same or similar services and represent the
actual costs of the services.

Why is it appropriate to allocate costs based upon the “Number of
Residential Customers” method for the costs captured in the cost center that
uses that allocation method?

Cost Center 200161 — Customer Care Low-Income Assistance, which uses the

“Number of Residential Customers” method as the allocator, captures the costs
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associated with the low-income assistance support for residential customers, such
as answering calls from customers for referral to low-income assistance agencies,
providing information to the agencies in order to process applications for
assistance, and processing payments from agencies. For example, the labor costs
associated with answering calls for referral are collected in Cost Center 200161
and allocated using this allocation method. These costs are driven by the
activities required to provide residential customer low-income assistance support
for each Operating Company. Thus, the costs in this cost center are allocated
among the Operating Companies based on each legal entity’s proportionate share
of residential customers. This allocation reflects cost causation and the
distribution of the benefits of the services received. For the cost centers that
assign costs based upon this allocation method, the per unit amounts charged by
XES to SPS as a result of the application of this allocation method are no higher
than the unit amounts billed by XES to other affiliates for the same or similar

services and represent the actual costs of the services.
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V. BAD DEBT EXPENSE

What topic do you address in this section of your testimony?

In this section of my testimony, | address SPS’s accounting for and management
of bad debt expense. | also provide the amount of bad debt expense included in
SPS’s request.

What is bad debt expense?

Bad debt expense includes billed commodity revenue for electric service that is
considered uncollectible from customers. It also includes non-commodity
revenue that is considered uncollectible. Commodity revenue refers to the
revenue billed to SPS’s customers for the cost of utility service, including fuel
charges and all regulated charges to customers, such as riders. This definition
represents virtually all of SPS’s billed retail customer revenue. Non-commodity
bad debt typically includes comparatively minor ancillary charges such as
reconnection fees, damage claims, and service policy. Please refer to Schedule
G-3 in SPS’s RFP for more information on SPS’s commodity bad debt expense.
What is SPS’s policy for writing off a customer account receivable as a bad
debt?

SPS has a write-off policy that it follows with respect to customer accounts that
are past due. For SPS, when a customer account is 119 working days past the
final bill due date, the write-off policy requires specific actions. Smaller balances
(%$1,000 or less) are directly written off, while additional procedures are mandated

for larger balances.
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What items affect commodity bad debt expense?

All else being equal, commodity bad debt expense varies directly with commodity
revenues. Other factors affecting bad debt expense include changes in credit
policy, external considerations such as the economy, low-income energy
assistance programs, as well as the efficiency of SPS’s supporting processes and
operations.

How does SPS account for bad debt expense?

There are two major accounting entries that SPS makes on a monthly basis that
affect bad debt expense. First, the net write-off entry records the gross write-offs
less any recoveries during a particular month. Second, a reserve change entry is
accrued and recorded each month to properly reserve for the outstanding accounts
receivable balance at the end of each month.

Is bad debt expense accounted for separately for each of SPS’s retail
jurisdictions?

No. Bad debt expense is attributed to SPS on a total company basis. Mr. Freitas
calculates the jurisdictional amount of expense attributable to Texas in the cost of
service study he presents. SPS witness Richard M. Luth provides the allocation
of bad debt expense among SPS’s Texas-retail customer classes in the class cost
of service study he presents.

What is the amount of bad debt expense on a total company basis included in
this filing?

SPS seeks to recover $5,629,706 of bad debt expense on a total company basis for
the Updated Test Year. That number represents actual amounts for each month of

the Updated Test Year.
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How does SPS manage bad debt expense?

The Customer Care group manages bad debt expense.® Customer Care has
increased its focus on managing bad debt expense through numerous actions over
the last several years. This includes increased and more targeted outbound
campaigns to contact past-due customers about their late payments, providing
increased opportunity for customers to use automated payment channels;
insourcing staffing in Credit Contact Centers to interact with customers; and
increasing competition between third-party collection agencies for debt

placement.

® As noted earlier, a portion of SPS’s bad debt expense originates in Distribution Operations,
which is responsible for managing that portion of the expense.
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VI. AVERAGE MONTHLY PAYMENT PROGRAM

What is the Texas AMP program?

The Texas AMP program is a customer billing option applicable to the
Residential Service and Small General Service rates that is designed to help
customers manage their energy bills during the year. When a customer’s AMP
amount is established, it creates a consistent monthly payment amount for the
coming 12 months based on billed amounts from the prior 12 months at a
premise. Unlike the other states Xcel Energy serves, the billed amount in the
Texas AMP program is not reviewed through Xcel Energy’s billing system during
the year, so there is no opportunity to adjust the amount if it no longer aligns with
the prior year’s usage and resulting billed amounts.

Are you proposing a change to the Texas AMP program?

Yes. | am proposing to change the Texas AMP program to enable a quarterly
review of customers” AMP amounts, and a bill amount adjustment if needed, as
opposed to the annual review and true up that is required by the tariff today.
What issues have you seen Texas customers have with the annual AMP
program experience?

The current annual review in Texas can result in greater variance in billed amount
owed and paid at the end of a 12-month period, which can cause hardship to
customers if it is a larger amount owed, or prevent customers who may be
carrying a larger credit balance from using those dollars for other needs. The
most compelling circumstance is when Texas customers enter credit difficulty

when faced with a larger than expected true-up at the end of a 12-month AMP
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cycle. This is the opposite of what a customer would expect or want when using
an AMP program.

Why are you proposing a change to the Texas AMP Program?

SPS strives to offer services and options that our customers value to help them
manage their energy use and bills. It is with this goal in mind that SPS requests a
change to its tariff to enable a quarterly review and bill amount adjustment, if
needed, for Texas customers participating in the AMP program.

How will the proposed quarterly review improve the customer experience?

In addition to enabling bill amounts that track closer to actual usage while still
providing bill smoothing, SPS believes quarterly adjustments, if needed, also
make it easier for our customers to do business with SPS. There are fewer
surprises, and there is less need to have to call to cancel the program or change
the AMP amount.

Does Xcel Energy offer an AMP program with a quarterly review process
elsewhere?

Yes. Xcel Energy offers an AMP program with a quarterly review process in
every other retail jurisdiction it serves, except Texas. This includes offering a
quarterly review process for the AMP program for SPS’s retail customers in New
Mexico, as well as for customers in Colorado, Minnesota, North Dakota, South
Dakota, Wisconsin, and Michigan. Based on Xcel Energy’s experience with the
quarterly review process that is allowed in these seven other states, and issues
SPS has seen some customers experience, SPS believes its Texas retail customers

would benefit from a quarterly review process as well.
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Does a customer’s AMP amount automatically change each quarter at the
guarterly review?

Yes, if the threshold for an adjustment is met. Xcel Energy’s experience in the
seven other states where it provides electric utility service indicates that most
customers who participate in an AMP program with a quarterly review process do
not need an adjustment during the year because their AMP monthly bill amounts
track within an allowed range. However, for some customers where usage has
changed in a meaningful way, due to circumstances in the home such as an
increase in residents or weather variation from the previous year as examples, a
quarterly review and adjustment can make a meaningful difference to the amount
owed in the true-up month.

How does a quarterly AMP review work?

When a quarterly AMP review is in place, Xcel Energy’s billing system uses the
current rate for electricity, along with the forecasted consumption based on
consumption for the same period in the prior year, to forecast the new AMP
amount. Any bill credits, such as a rate refund, are not considered consumption
and are not part of the review calculation.

The AMP review is performed every three months (at three, six, and nine
months) through Xcel Energy’s billing system. The review is also conducted at
12 months to create the new AMP amount for the next year.

The review calculation accounts for the following: Last review date;
current AMP amount; consumption history for the remaining number of
installments for the same period in the prior year; and AMP difference (actual

consumption minus actual payments).
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A.

Please explain how the billing system calculates the AMP review.
The billing system calculates AMP review through the following steps:

1. To forecast consumption, the billing system extracts the consumption for
the same period from the prior year for the number of remaining
installments.

2. To forecast the invoice amount, the billing system multiplies the
forecasted consumption by the current tariff rate.

3. To forecast the amount remaining to be billed on the plan, the billing
system subtracts the AMP difference (sum of all smoothing journals and
any reversal journals) from the forecasted invoice amount.

4. To forecast the new AMP amount, the billing system divides the
forecasted amount remaining by the number of installments remaining.

5. Finally, the billing system compares the forecasted new AMP amount to
the last billed AMP amount.

a. If the difference between the two is $50 or more, the AMP amount
will change to the forecasted AMP amount.

b. If the difference between the two is less than $50, the AMP
amount will not change.

Has SPS discussed this requested tariff change with representatives of the
Commission of Texas Staff and the Office of Public Utility Counsel
(“OPUC™)?

Yes. SPS has discussed this with members of the Commission Staff and OPUC,
and responded to their questions. Neither Commission Staff nor OPUC raised
any objections at the time of the discussion.

Would enabling a quarterly review in your billing system be difficult or
costly to implement?

No. The technical implementation of the change for Texas retail customers would

involve turning on programming already active in the seven other states that
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implement the quarterly AMP. It is not possible, however, to activate the
programming in a staggered fashion or only for new AMP customers.

If approved, how does SPS propose to inform customers of this change?

SPS requests up to 90 days from receiving Commission approval to implement
the change to communicate with customers prior to and during the change through
bill messaging, Xcel Energy’s web site, and potentially other means, as well as to
inform contact center agents so they can best assist customers if they have any
questions.

Does this conclude your pre-filed direct testimony?

Yes.
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AFFIDAVIT

STATE OF COLORADO )
)
COUNTY OF DENVER )

S. MICHELLE EDWARDS, first being sworn on her oath, states:

I am the witness identified in the preceding testimony. I have read the testimony
and the accompanying attachment(s) and am familiar with the contents. Based upon my
personal knowledge, the facts stated in the testimony are true. In addition, in my
judgment and based upon my professional experience, the opinions and conclusions
stated in the testimony are true, valid, and accurate.

Yy ,u'l s / :
7 Tocked 0 S andn

S. MICHELLE EDWARDS

‘."I ./.'-\
Subscribed and sworn to before me this 2/ day of July, 2019 by S.
MICHELLE EDWARDS.

|/ [

.TJﬁ/ A )L&/ O{/_’u\,_;@_uh,

Notary Public, State of Colorado

M‘l I L CA\"»C LEF"i
Hotary Public

Stato of Coloradn
: Hotary 1D § 20054035297
M,f-.cnn‘ussmn Expires 10-21-2021

L

]

My Commission Expires: | ()~ 2| - 2072
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Southwestern Public Service Company

Native SPS Costs for Meter Reading and
Customer Records and Collections

Total Company SPS Operation and Maintenance Expenses

Line FERC

No. Acct Account Description

Native SPS O&M
Expense through the
Update Period
(Jul '18-Jun '19)

Attachment SME-RR-1
Page 1 of 4
2019 TX Rate Case

Test Year
Affiliate O&M Total Company
Expense Requested O&M

(Jul *18-Jun '19)

Production
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Southwestern Public Service Company

Native SPS Costs for Meter Reading and
Customer Records and Collections

Total Company SPS Operation and Maintenance Expenses

Line
No.

FERC
Acct

Native SPS O&M
Expense through the
Update Period

- Jul "18-Jun '19
Account Description ( )

Attachment SME-RR-1
Page 2 of 4
2019 TX Rate Case

Test Year
Affiliate O&M Total Company
Expense Requested O&M

(Jul *18-Jun '19)

Transmission

Regional Market Expenses
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Southwestern Public Service Company

Native SPS Costs for Meter Reading and
Customer Records and Collections

Total Company SPS Operation and Maintenance Expenses

Attachment SME-RR-1
Page 3 of 4
2019 TX Rate Case

Native SPS O&M Test Year
Expense through the Affiliate O&M Total Company
. Update Period Expense Requested O&M
Line FERC ' f . '
No. Acct Account Description (ul "18-Jun '19) (ul"18-Jun '19)
Distribution
Customer Accounts
93 902 Meter Reading Expenses 4,380,976 460,573 4,841,549
94 903 Customer Records and Collection Expenses 3,232,359 3,722,097 6,954,456
95 904.0* Uncollectible Expenses 4,736,858 - 4,736,858
96 904.1* Uncollectible E><pens,es1 762,650 - 762,650
98 Total Customer Accounts Expense $ 13,263,953 $ 4213172 $ 17,477,125

Customer Service

Sales
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Southwestern Public Service Company

Native SPS Costs for Meter Reading and
Customer Records and Collections

Total Company SPS Operation and Maintenance Expenses

Native SPS O&M
Expense through the
Update Period

Line FERC (Jul '18-Jun '19)

No. Acct Account Description

Attachment SME-RR-1
Page 4 of 4
2019 TX Rate Case

Test Year
Affiliate O&M Total Company
Expense Requested O&M

(Jul *18-Jun '19)

Administrative and General Expenses

128 Total Operations and Maintenance Expense $ 407,378,077 $

121,377,667 $ 528,755,744

Note: All amounts included in this attachment are included in the cost of service study provided as Attachment APF-RR1

* Ms. Edwards co-sponsors FERC Account 904.1 with SPS witness Casey S. Meeks. Mr. Meeks sponsors the portion related to distribution.
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Southwestern Public Service Company

XES Expenses by Affiliate Class, Activity, Billing Method and FERC Account

S. Michelle Edwards

2019 TX Rate Case

APPLICATION OF
SOUTHWESTERN PUBLIC SERVICE COMPANY
FOR AUTHORITY TO CHANGE RATES
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