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I. Introduction

A. Corporate Overview

In two, short, remarkable decades, the Canadian business that started as Algonquin Power Income
Fund has grown into an enterprise (Algonquin Power & Utilities Corp., or APUC) that has
ownership interests in more than 30 generating facilities totaling over 1,000MW and water,
electric, and gas utility operations that serve more than 500,000 customer connections. APUC’s
generation operations operate under a separate subsidiary, Algonquin Power Company (APCo),
whose assets extend from the Canadian Maritimes to Alberta and include some in the U.S. All of
the APUC utility businesses operate in the U.S., stretching from New Hampshire in the east to
California in the west, and from Montana in the north to Texas in the south. Another separate
subsidiary, Liberty Utilities (LU) operates the U.S. utility businesses. APUC also announced the
formation of a Transmission group in 2014 to invest in electric transmission and natural gas
pipeline facilities.

APUC’s remarkable growth has focused on a strategy that has concentrated on acquisitions of
small utility distribution and generation operations across the United States and Canada. Such
growth remains at the core of APUC’s strategy which, recognizing the lack of material opportunity
for acquiring distribution systems in Canada, looks to the U.S. for opportunity there. Pending now
is a major acquisition (Empire District Electric) which will increase LU’s utility customer base by
more than 200,000 and introduce it to two more U.S. states.

LU initially acquired water and waste water utility operations, beginning with a purchase of an
Arizona water utility in 2001. The first energy utility acquisition came with the purchase of a
California electric utility in 2011. Acquisition of Atmos natural gas distribution operations in a
number of states followed in 2012. APUC/LU purchased the New Hampshire (LU-NH) Utilities,
Granite State Electric and EnergyNorth Natural Gas, in 2012.

The utilities in the LU fold generally have small individual customer bases. Pending the Empire
District Electric acquisition, LU serves about 560,000 customer connections in 11 states (Arizona,
Arkansas, California, Georgia, Illinois, lowa, Massachusetts, Missouri, Montana, New Hampshire
and Texas). LU’s 26 water distribution and wastewater treatment operations serve some 175,000
customer connections. Two electricity distribution operations serve some 92,000 customer
connections. Six natural gas distribution operations serve some 293,000 connections.

B. Support Service Organizations

Several corporate groups located in Oakville, ON, provide support services to LU and its
subsidiary utilities, including the two LU-NH utilities. These groups also support the generation
business of APCo. The Oakville headquarters groups provide corporate services that include
governance, strategic management, administration, and financing. Additionally, some departments
within Liberty Utilities (Canada) Corp. provide shared services both to APCo and LU and its
utilities. These Liberty Utilities Canada shared services departments are collectively known as
Liberty-Algonquin Business Services (LABS). The LABS services include accounting, finance,
human resources (HR), information technology (IT), facilities management, environment, health
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and safety, security, procurement, risk management, legal, treasury, internal auditing, and
communications.

Some LABS departments report directly to the LABS Senior Vice-President. These departments
include HR, IT, procurement, and security, environment, health, and safety (SHE&S). The
remainder report to other corporate officers, such as the Chief Financial Officer and Chief Legal
Counsel. These other LABS organizations have a dotted line reporting relationship to the LABS
Senior Vice President, in order to provide unified leadership of the shared services organizations.
This Senior Vice President holds team meetings with these other organizations on such matters as
budget planning and score card reporting in what he refers to as a “co-parenting” relationship.

Some departments within the LU head office in Oakville and reporting to the LU President also
provide shared services but only to the LU utilities. These LU-exclusive services include utility
administration, regulatory affairs, customer service support, utility planning, and operations
management. In some of the documentation the Company provided during this audit, these LU
head office departments are also referred to as being part of LABS.

The largest amount of corporate support to the utilities comes from LABS. The services from
LABS and other affiliates to the LU-NH utilities are governed by standard Affiliate Service
Agreements between the legal entities.

C. This Examination

The Commission’s June 26, 2015 Order Approving Settlement Agreement and Permanent Rates,
observed that a consultant should review the “effectiveness and efficiency” of Liberty Ultilities
NH’s business processes, including: account creation and management; meter data management;
billing; payments and collections; the call center; vendor relationships; corporate services/IT
support and service; staffing; accounting; business planning; and property records. That order
permitted a broadening of audit scope to related areas, should the consultant deem it appropriate.

The primary objectives of this audit were to identify those areas where LU-NH is performing
effectively and efficiently, and to determine what improvements, if any, can be made in the
management and operation of the LU-NH’s customer service and related functions. The ultimate
purpose of this audit is to ensure that ratepayers are receiving efficient and effective provision of
service consistent with industry best practices. The field work for this audit took place largely
during the first quarter of 2016. Liberty categorized its review into four areas: Customer Service,
Information Technology, Accounting, and Planning and Budgeting. The elements of each category
are summarized below:

Customer Service
Liberty organized this study area’s customer service review into six categories:
1. Customer Service Organization and Staffing
2. Account Creation & Management
3. Meter Data Management (including Gas & Electric Meter Reading)
4. Customer Billing
5. Payments & Collection Processes
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6. Call Center & Retail Office Operations

Liberty Utilities New Hampshire (LU-NH) provides customer service through phone, field, and
face-to-face services. LU-NH serves 43,000 electric customers in 21 communities (Granite State
Electric) and 87,000 natural gas customers in 30 communities (EnergyNorth). Residential
customers comprise 88 percent of the total, and generate 68 percent of total revenues. LU-NH’s
customers account annually for more than 400,000 million customer calls, 1.6 million bills issued,
and close to one million customer payments.

Information Technology
An Information Technology (IT) organization’s overriding goal should be to improve a company’s
efficiency and effectiveness through automated information processing and electronic
communications. In so doing, the organization must ensure that information systems operate
reliably. The IT organization must effectively interface with the other organizations within the
company that it supports, so that the systems continue to allow them to provide high-quality,
reliable service to the customers by introducing appropriate changes and updates to system
structure and operations. Modern IT organizations also ensure security of customer data, and
provide efficient data communications and other telecommunications links. Liberty reviewed the
extent to which Algonquin’s IT resources adequately support the Liberty Utilities (LU) New
Hampshire utility operations through providing such services.

Accounting
Liberty reviewed four aspects of the accounting and finance functions of Algonquin Power &

Utilities Corporation (APUC) and the New Hampshire Utilities, EnergyNorth Gas and Granite
State Electric:

e Organizations and personnel

e Accounting systems

e Policies and procedures

e Controls.

Given the intent and scope of this audit, our analysis focused on how these accounting functions
support the customer service processes and functions. Effective organization and staffing are
crucial to the performance of finance and accounting activities and responsibilities. Good
communication between corporate and subsidiary personnel is one of the most important aspects
of performance. Accounting systems provide a central capability to collect data, create
transactions, store the transaction data, and access the data for analysis and reporting; these
systems need to be robust, have seamless interface capabilities, and have the ability to expand their
functionality through planned system upgrades and add-on features. A company’s accounting
policies and procedures provide the guidelines and structure to record transactions and report
financial results; documentation of the accounting policies and procedures is an integral part of
ensuring that employees adhere to the U.S. Generally Accepted Accounting Principles (GAAP)
and comply with regulatory reporting requirements. Effective controls require active engagement
and strong oversight from the board of directors, exercised in major part through the efforts of its
audit committee; Internal Auditing (1A) forms a primary source of ensuring the effectiveness of
controls.
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Planning and Budgeting

Liberty Utilities and LU-NH face operational performance challenges while also meeting the
aggressive financial growth expectations of its holding company parent. Meeting these challenges
requires that the board of directors and senior executive leadership articulate a consistent vision,
establish a mission, define objectives and goals, set priorities, develop strategic plans, allocate
resources, develop financing plans, and implement and measure performance against these plans.
The challenge is not simply to define management’s vision and strategic plans in a comprehensive
and specific way, but to bring them to fruition in a far-flung organization. The extent to which
Liberty Utilities and LU-NH are successful in developing and implementing their strategic and
intermediate-term plans is a key determinant of their management’s effectiveness.

The effectiveness of the corporate processes of budgeting for capital expenditures and for
operating expenses is crucial in executing plans and strategies. The LU-NH processes must
effectively provide for gas and electric system reliability through capital investments, while
balancing the maintenance of corporate financial health. Specific plans for funding the utility
capital requirements and allocation of capital is a crucial responsibility of the holding company
that should be present in planning and budgeting.

O&M budgets are built from the bottom-up by each major organization. Activity-based budgeting
is a standard that will minimize costs with proper application. Management reporting systems
provide monitoring and cost-control mechanisms for both capital and O&M budgets.

August 12, 2016 =Nz Page I-4
The Liberty Consulting Group



Public Utilities Commission Focused Management Audit of Liberty Utilities
State of New Hampshire Customer Service Public Final Report

1. Customer Service

A. Background

Liberty Utilities New Hampshire (LU-NH) provides customer service through phone, field, and
face-to-face services. LU-NH serves 43,000 electric customers in 21 communities (Granite State
Electric) and 87,000 natural gas customers in 30 communities (EnergyNorth). Residential
customers comprise 88 percent of the total, and generate 68 percent of total revenues. LU-NH’s
customers account annually for more than 400,000 customer calls, 1.6 million bills issued, and
close to one million customer payments.

Liberty Utilities has an expressed mission to deliver safe and reliable utility service, serviced
locally, by employees who live in the community, expressing that mission as shown below.

Local and Responsive.
We Care.

Liberty Utilities lives in and supports the communities we
serve. We deliver safe and reliable service with care and
integrity.

Prior to the 2012 acquisition by APUC from National Grid, customer service fell under a highly
centralized National Grid customer service organization that maintained no customer service
employees or customer service facilities in New Hampshire. Consequently, Liberty Utilities had
to build a New Hampshire-based Customer Service organization from the ground-up before it
could begin to service customer needs in the state. Its baseline development activities included:
e Creating and staffing a contact center to handle incoming customer inquiries.
e Creating and staffing four office locations to serve customers wanting to do business in
person.
e Configuring and deploying the Cogsdale Customer Information System (CIS) to support
Energy North (gas) and Granite State (electric) customer service delivery.
e Creating and staffing other customer service groups to prepare bills, process payments, and
collect past due payments.
e Developing policies and procedures to support the delivery of service to customers.
e Deploying other systems, technologies, and telecommunications to support customer
service.

A core team of six customer service employees began in 2012 simultaneously to define the
customer service organization, policies, and procedures and to design and configure the Energy
North version of Liberty Utilities’ incumbent customer information system (Cogsdale).

Liberty Utilities faced other significant development needs as well. Within the same 18- to 24-
month period, management undertook six consecutive CIS implementations in six different
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utilities (including Energy North and Granite State Electric). These multiple projects created an
aggressive and challenging CIS implementation schedule.

By New Hampshire’s September 3, 2013 “go-live” date for the gas version of Cogsdale, in-state
customer service staffing had expanded to 21 employees, 15 of them customer service
representatives (CSRs) operating primarily through placements from temporary agencies. Some
of the management team had prior utility experience; however, most of the resources in the
customer service organization were new to company and largely unfamiliar with gas and electric
distribution operations, and in particular, New Hampshire regulations.

LU-NH experienced difficulties producing accurate and timely bills for many gas customers. The
difficulties included delayed or missing, duplicate, and incorrect bills. The problems arose from a
mixture of issues related to the Cogsdale implementation. Problems communicating and
coordinating bill presentation (printed and paperless) at LU’s third-party vendor (FISERV) also
contributed. Billing issues exceeded staffing capabilities, and backlogs grew, creating increasing
call volumes and customer complaint numbers. Many of these issues began at go-live, but LU-NH
continued to experience issues for a year and a half following go-live at Energy North and for six
months following go-live at Granite States Electric.

An inexperienced and understaffed customer service organization compounded the difficulties in
addressing these problems, as did an unclear escalation path and problem resolution process
between Liberty Utilities NH, Oakville’s Liberty Utilities LAB (Information Technology) group,
and the vendor’s Cogsdale support team. Consequently, customer service response suffered and
customer dissatisfaction grew. Customers experienced difficulty escalating concerns to
supervisors and complaints referred to the New Hampshire Commission took longer to resolve.

Significant gaps in functionality existed between the newly implemented Cogsdale CIS system
and the prior National Grid CIS, as documented in design specifications. Management addressed
these gaps largely through manual work-arounds, not automation. That approach increased
demands on an already taxed group of resources, resulting in a greater need for resources to
produce bills and respond to customer inquiries.

A minimally-featured website contributed to high levels of customer confusion. Other barriers
included an inability to communicate special payment arrangements and budget billing details on
the bill, delays in posting payments, and incomplete account information on the website.
Management also experienced significant difficulty in applying fuel assistance and in placing
customers on discounted billing rates.

Over the last year, New Hampshire and Oakville resources have together undertaken a number of
projects to improve Customer Service processes and policies. They include:
e IT break/fix Escalation Process (Kace System)
Supervisor Escalation Process
Liberty Utilities Customer Website Update
Meter Multiplier Task Team
Non-Registering Meters Task Team
Direct hire of permanent CSRs
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e ZoHo CRM to support “new service” process
e Weekly code fixes to Cogsdale
e Cogsdale and Great Plains systems upgrade (underway).

Despite these efforts, a number of significant challenges remain going forward in more clearly
defining the Customer Service organization, policies, procedures, and in developing employees to
deliver “fast, friendly, and accurate” customer service. Those challenges include:

e Increasing employee turnover and poor employee engagement in 2015

e Payment Card Industry Data Security Standard (PCI DSS) non-compliance

e Inconsistent call quality and delivery of services

e Poorly designed web-service options

e Inconsistent payment processing

e Underdeveloped Customer Care business continuity and storm response plans.
B. Findings

The Commission’s June 26, 2015 Order Approving Settlement Agreement and Permanent Rates,
observed that a consultant should review the “effectiveness and efficiency” of Liberty Utilities
NH’s business processes, including: account creation and management; meter data management;
billing; payments and collections; the call center; vendor relationships; corporate services/IT
support and service; staffing; accounting; business planning; and property records. That order
permitted a broadening of audit scope to related areas, should the consultant deem it appropriate.

The primary objectives of this audit are to identify those areas where LU-NH is performing
effectively and efficiently, and to determine what improvements, if any, can be made in the
management and operation of the LU-NH’s customer service and related functions. The ultimate
purpose of this audit is to ensure that ratepayers are receiving efficient and effective provision of
service consistent with industry best practices.

Liberty organized this study area’s customer service review into six categories:

1. Customer Service Organization and Staffing

2. Account Creation & Management

3. Meter Data Management (including Gas & Electric Meter Reading)
4. Customer Billing

5. Payments & Collection Processes

6. Call Center & Retail Office Operations

Well-managed utilities place particular emphasis on providing responsive customer service
through the whole chain of contact. That chain extends from setting up an account initially through
the closing of an account. Effective performance includes answering telephones after normal
working hours, situating business offices in convenient locations, ensuring that customer service
representatives are well-trained and supported by advanced systems so that accurate information
can be retrieved quickly, and providing policies and procedures that enable representatives readily
to solve customers' problems. Sufficient numbers of experienced supervisory personnel must be
available to manage customer-service centers, and these personnel have to be able to deal with
more difficult customer problems.
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The major ongoing costs in customer service involve the labor of customer-service representatives.
Controlling their costs while providing the service that customers expect can only happen through
the employment of systems and equipment that ensure the high utilization of personnel.

Effective customer service organizations have quantitative objectives to track performance in
meeting goals for improving service delivery. Additionally, management should monitor
performance and progress on achieving the goals and assess whether the organization has the
required resources necessary to achieve the goals.

Accurate and timely customer accounting comprises a fundamental element of the utility/customer
relationship. Timeliness plays an important role in minimizing the billing and payment cycle and
in supporting systems of communication with and about customers. A focus on efficiency is critical
to handling billing-support functions cost-effectively, recognizing the advances that technological
improvements have made possible. Accuracy promotes full and proper revenue collections, while
minimizing customer disputes and their associated time, cost, and customer-confidence impacts.

Utility credit, billing, and collections practices typically form subjects of statutory and regulatory
requirements. LU-NH is bound by the New Hampshire Code of Administrative Rules and the rate
schedules on file with the New Hampshire Public Utility Commission. Whether credit and
collection practices are employed effectively becomes a major area of focus. Management must
assure compliance with administrative rules in its day-to-day operations. Credit and collections
activities are also important to financial performance.

Customer inquiries should also be answered quickly and in a competent and courteous manner.
Business offices should be located conveniently and meet customers’ needs without causing excess
costs to be incurred (and ultimately borne by others), and lastly it is important that the company
keeps up with other utilities and companies in other industries in adapting innovative approaches
to serving customers better.

1. Customer Service Organization & Staffing

The Vice President (VP) of Customer Care leads LU-NH’s Customer Care organization. This
group has responsibility for the majority of customer-facing functions. Responsibilities include:
load data services, the customer contact center and walk-in locations, billing and collections,
energy efficiency and customer programs, and communications and media relations. The next
chart shows the organization of these functions under the VP of Customer Care.
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Customer Service Representatives (CSRs) initiate service, update customer accounts, handle
customer inquiries, create and issue customer energy usage bills, receive customer payments, and
collect delinquent customer payments. Management employs a number of metrics to assess the
performance of this team of representatives. Those metrics include and extend beyond to service
levels targets defined by the Commission.

The Contact Center & Load Data Services Manager oversees key customer-facing groups,
including the Customer Contact Center located in Londonderry, and four walk-in business offices
located in Salem, Londonderry, Tilton, and Lebanon. Additional responsibilities include oversight
of the load data management services group, which provides monitoring and reporting of electric
and gas usage for customer billing, energy procurement, load forecasting, regulatory reporting,
revenue requirements, and load reporting to the ISO-New England.

The Manager of Billing & Collections oversees customer billing and collections, and coordinates
response to NHPUC customer complaints.

The Manager of Energy Efficiency and Customer programs coordinates all LU-NH energy
efficiency initiatives and LU-NH’s participation in NHSaves. This stakeholder group comprises a
collaboration of New Hampshire’s electric and natural gas utilities working with the Commission
and other interested parties to provide NH customers with information, incentives, and support
designed to save energy, reduce costs, and protect the environment statewide.

The Program Manager of Communications & Media Relations manages LU-NH customer and
employee communications, including social media (Facebook, Twitter and YouTube), newsletters,
video, bill inserts, and advertising.

LU-NH’s Customer Care organization relies on several third-parties to provide services to
customers. These outside providers serve remittance processing (Fiserv, Western Union), bill
printing and mailing (Fiserv), debt collection (Allied Account Services), telephony (Century Link
and Dimension Data), eBill and recurring and one time payments (Fiserv) needs.

Meter reading lies outside the responsibility of the LU-NH Customer Service organization. LU-
NH Gas and Electric Distribution Operations groups provide meter reading and other meter-related
field support services.
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LU-NH receives support from the Oakville-based Liberty Utilities Customer Experience
Operations and Customer Experience Strategy groups. The services that come from these
Canadian-based organizations include: long-term customer service planning and strategy, business
IT liaison (requirements, user testing, break/fix issue coordination), standards and procedures,
website design, customer satisfaction measurement, and third-party vendor management.

2. Customer Service Staffing Levels

Management tasked the small, six-person organization of 2012 with: (a) defining the customer
service organization, policies and procedures needed to provide customer service to Liberty
Utilities New Hampshire gas and electric customers, and (b) designing and configuring the
Cogsdale customer information system. Customer staffing had expanded to 21 by the September
3, 2013 “go-live” date for the gas version of Cogsdale. Most of them (15) operated as customer
service representatives secured primarily through temporary agency placements.

Management brought in another 22 temporary employees during the lead up to deployment of the
electric version of Cogsdale (July 27, 2014). They comprised a mixture of CSRs and Collections
Representatives. These additions brought total staffing to 53 at go-live. By year end 2014,
Customer Staffing had increased to 75, with half operating as temporary employees. The following
chart details the monthly placement for temporary Customer Service employees, predominately
front-line CSRs or Collection Representatives (Cogsdale go-live dates show in red).

LU-NH added 17 CSRs (temporary placements) on August 12, 2013, in preparation for go-live
and the kickoff of LU-NH’s Contact Center. The new CSRs were provided three weeks of training,
and began taking calls on Tuesday, September 2",

Customer Service Temporary Placements
(June 2012 through November 2015)
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Ten more CSRs came in January 2014, however six of them remained employed by July. LU-NH
added another 11 CSRs in mid-June, ahead of the planned early July go-live of the LU-NH Electric
version of Cogsdale. Management ultimately postponed that date to July 26 — 27, due to Post-
Tropical Storm Arthur.
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By the end of 2015, total staffing had reached 70, and reflected a significantly increased ratio of
permanent versus temporary employees (82/18 percent).

Customer Service Staffing
(at year-end)
80
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——
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Permanent 7 23 38 57

The LU-NH Customer Service organization has grown substantially since the transition from
National Grid in 2013. However, so too has customer service employee turnover. The following
chart details the percentage of turnover within the Contact Center organization for the past four
years. Contact Center employee turnover has increased from 16 percent to 25 percent in the past
two years for permanent employees. Turnover runs much higher for temporary employees (as
would be expected, because LU-NH has been filling permanent positions with temporary
employees, where it makes sense).

Customer Service Staffing Turnover
(at year-end)
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70%

70%

60% 53%

50%

40%
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6%
10% 0% 0% 0% - -

0%
2012 2013 2014 2015

Permanent ™ Temorary

The frontline customer service organization traditionally serves as a feeder position for many
organizations in utilities, with high turnover presenting the challenge of continually recruiting,
hiring, training, and developing staff. Prior to late 2015, Liberty Utilities staffed its frontline
customer service organization through temporary agency placements. Beginning in early 2015,
LU-NH began offering qualified temporary employees permanent positions with the company. In
late 2015, management revised its recruitment and hiring practices to staff through direct hire and
in response to growing turnover in the frontline. LU-NH has also negotiated a five-week extension
to the new employee probation period. Direct hiring and the probation period extension should
assist in addressing turnover going forward.
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3. Employee Performance & Development

LU recently enhanced its annual performance review process, seeking to put more focus on
“having the conversation and not filling out the form.” The Company terms the revised employee
review process “It’s All About the Conversation!”. Late 2015 training workshops introduced it to
management. LU changed the program in response to feedback from a recent Employee
Engagement Survey. In addition to focusing on more conversation, the program also adds an
informal mid-year performance conversation to supplement the annual review discussion.
Management also simplified the review form and overall performance rating scale.

Bonus programs cover eligible LU regular full and regular part time employees:
e Shared Bonus Pool for bargaining unit employees covers eligible workers during the
period of the collective bargaining agreement (CSRs became unionized in 2014).
e Shared Bonus Pool for other non-management regular full and part time employees.
e Short Term Incentive Plan (STIP) for regular full and part time management employees

LU’s employee bonus programs seek to align compensation with corporate targets and results, and
to reward personal achievements linked directly to overall corporate performance. For employees
eligible for STIP participation, overall company performance provides the primary driver of the
bonus payout. The LU-NH Balanced Scorecard sets those corporate performance metrics.
Depending upon management level, personal performance achievement can produce an additional
reward component. The next table summarizes the operation of this reward mechanism for typical
representatives of three management employee classes.

STIP Levels
Achievement of: Manager | Director | VP Level
Balance Scorecard 80% 85% 90%
Individual Performance 20% 15% 10%

The Balanced Scorecard measures company performance in four areas: Operations, Efficiency,
Customer, and Employee. The table below lists specific customer service-related metrics. LU-
NH’s Balanced Scorecard metrics match most of the metrics required monthly by the Commission
(see below), however the Balanced Scorecard (BS) does not track the Commission’s required
billing metrics. LU-NH BS uses a Billing Timeliness metric to track the percent of on-time bills
and the percent of bills on hold.

Metric LU-NH Goal PUC? | BS
Customer Satisfaction 80%
20 seconds: 80% (E)
30 seconds: 80% (G)

Call Answering

Billing Timeliness 95%o0n time

Estimated Bills 2.41%

Billing Exceptions 1.93%

Bill Accuracy 98.55 percent
1.09% (G)

0
Bad Debt % of Gross Revenue 0.89% (E)
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Bad Debt versus Budget 479,275
Bad Debt vs. PUC allowance 479,275
Regulatory Complaints 38 per month
Cost per Customer $36.10

4. New CSR Training

New CSRs receive three weeks of training, which includes classroom instruction and job
shadowing in the Contact Center. Topics covered include: policies, procedures, regulations/tariff,
soft skills, conflict management, phone system, Cogsdale CIS, meter reading, service orders,
escalation process, high bills, outage management, emergency procedures, energy efficiency, state
low-income assistance programs, quality monitoring, and performance. Management expects
CSRs to serve all customers (both electric and gas), which has led to training in the fundamentals
of gas and electric distribution.

Management supplements training with discussions from subject matter experts, who provide
insight into the work of other departments. Testing of candidates occurs after specific training
modules and at the completion of the material. Upon graduation, management assigns new CSRs
to the Contact Center or to one of the satellite offices, where they begin handling customer calls.

5. CSR Refresher Training

LU-NH’s CSRs have daily, monthly and yearly refresher training opportunities. Daily coaching
takes place as CSRs question particular processes, procedures, and activities. Daily coaching also
addresses matters arising from feedback from by other departments (e.g., an error or
misunderstanding by the CSR). Coaching is also delivered monthly as part of the call quality
monitoring process

The Contact Center Trainer publishes a weekly “Tips” newsletter. Topic-specific training is
delivered as needed to address individual or group needs. Management brings all CSRs from all
locations together, on one Saturday each month, for a full day of in-depth training on a particular
topic. All employees must attend an annual Safety Symposium. Management also conducts these
annual sessions on a Saturday, to ensure that all CSRs, Supervisors, and Managers can attend.

In 2016, LU-NH developed a yearly training calendar for the delivery of refresher training to all
employees in the contact center, satellite offices, back office, and collections. Topics addressed
each month include:
e January - Gas and Electric Sales
February - Energy Efficiency
March - Collections
April - Finance
May - Business Development
June - Meter Reading
July - Open / Make-up sessions
August - Customer Assistance Programs
September - Safety
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e October - Rates
e November - Bill Components
e December - Helping Customers Understand Their Usage.

Liberty Utilities has also been developing a Soft Skills training program planned for roll out to all
Customer Service employees in 2016.

6. New Services

The Sales and Marketing group handles new services. These services include locations without
gas service or without a meter, or locations whose meter has been inactive for at least 12 months.
The Company directs such customers to the Sales and Marketing organization, either through the
phone menu or through routing by CSRs.

New customers deal with assigned Commercial/Industrial or Residential Sales Representatives,
who work to determine the services needed at the location. In some cases, this process requires
coordination with the engineering organization to design and price main or service extensions
needed to enable service. A sales work order (SLA) process documents new service plans, and
provides for obtaining customer commitment. Sales representatives coordinate with: (a) Customer
Service to create the customer’s location and account in the Cogsdale Customer Information
System, and (b) Construction to begin any required main and service installation work.

A Sales Coordinator works with the customer through completion of any required construction
and permitting needed to make the site ready for a meter set. At that point, the Sales Coordinator
e-mails Customer Service to request a meter set. A CSR generates a meter set service order, and
e-mails the service order number to the Sales Coordinator for tracking purposes. This process leads
to dispatch of field personnel to set the meter and activate the new service.

The process from end-to-end generally takes 4 - 6 weeks, depending upon the construction,
permitting, and customer coordination required. The following chart details LU-NH’s average
installation times for new gas service during 2014 and 2015, measured in days, from customer
contract received through new service installation completion.

New Gas Service
(Average Duration to Complete)

80
70
60
50
40
30 2015
20

10

2014
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Management succeeded in reducing average time to install a new service slightly from 2014 to
2015, largely through better project tracking and coordination with the field. A newly installed
Sales & Marketing CRM system in 2015 facilitates new service tracking and management.
Marketing and Sales has also improved communication and coordination with the field forces, and
secured additional construction crews to perform installation work.

7. Existing Services

Customers moving into locations with existing gas or electric service begin the service initiation
process with the Customer Service organization. CSRs in the Contact Center or satellite offices
process these requests for service, and set up customer’s accounts in the Billing system.

New Hampshire Code of Administrative Rules, permit LU-NH to require a deposit, a written
guarantee, or a direct debit account to secure a residential account, as a condition of service, in the
following circumstances:
e Customers have prior unpaid balances at LU-NH (within the last 3 years).
e LU-NH has obtained a successful judgment for non-payment of a delinquent account
(within the last 2 years).
e Service has been disconnected due to tampering or diversion.
e Customers cannot provide evidence that they will remain at the same location for the
next 12 months (as evidenced by a deed, lease, or letter from a landlord) or cannot
provide evidence of satisfactory payment history at another utility in the past 6
months (as evidenced by a letter of credit or an oral/written statement by a utility
representative).

Identity verification for customers new to LU-NH’s service territory comes through Equifax
(PosID). This service confirms that the identity provided matches the social security number
provided, and also provides current and prior addresses. LU does not use Equifax’s credit scoring
services to waive deposits for New Hampshire customers.

LU-NH does not require a deposit for residential customers who can provide evidence of financial
hardship or secure a third-party guarantee (irrevocable written guarantee of a responsible party).
LU-NH requires a security deposit for all non-residential customers. It will accept an irrevocable
written guarantee from a responsible party or a direct debit account in lieu of a deposit. Deposits
limits are no less than $10 and no more than two high-usage bills (excluding the highest). Deposits
accrue simple annual interest at a rate equal to the prime rate. Customers can pay the deposit in
installments.

8. Meter Data Management

The responsibility for meter reading falls within Gas Operations (CMS & Meter Shop) and Electric
Operations (Meter Maintenance). Gas Operations relies on Meter Service Representatives to
obtain meter readings, and to perform any required collection activities in the field. Electric
Operations assigns Meter Workers and Meter Worker Associates as needed to perform collection
duties that include collecting, disconnecting for non-payment, and reconnecting.
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LU-NH has approximately 91,600 gas and 43,500 electric meters in service. Approximately 99.8
percent of the gas meters and 92.8 percent of the electric meters are read through Itron’s Automated
Meter Reading (AMR) drive-by application and the Itron Field Collection System (FCS). About
160 gas meters and 3,100 electric meters are read manually.

Meters are read on a monthly basis. Each meter has an assigned meter reading route and each route
has an assigned revenue cycle. Management uses 20 billing cycles each for gas and electricity.

LU-NH’s Meter Reading Schedule determines read dates for cycle, providing a three-day window
to obtain readings. Any not read during this window get assigned to a special route for reads by
field service workers on their next trip into the area.

The Load Data Services (LDS) group manages the meter data collection process, and identifies,
investigates, and resolves meter data exceptions, in order to provide a smooth flow of data from
the meter reading to the billing system.

Completed meter reading routes are uploaded to Cogsdale at the end of Day 2 of the meter reading
schedule. Any identified meter reading exceptions (high, low, and negative readings) are addressed
by the end of Day 3, which permits initiation of pre-calculation routines such as the LPC (Late
Payment Charge), posting miscellaneous charges and preparing any rate changes ahead of the
cycle billing process.

9. Cycle Billing

The Billing group performs its daily functions based on the 2016 Meter Reading Schedule with Bill
Date. Upon completion of the meter reading scrubbing and pre-calculation work, the cycle is ready
bill calculation. On average it takes approximately two hours per commaodity.

After the system has finished bill calculation, a Bill Error Report identifies any billing errors
prohibiting an account from billing. Personnel review errors and seek to resolve them by fixing
the account or placing the bill on hold if it cannot be resolved same day. Other routines are run to
identify short bills (< 10 days) and long bills (>59 days), both of which are resolved before bill
export. The bill export file is then sent to Fiserv, the third-party bill print vendor, for processing.
Fiserv notifies LU-NH of any rejected bills, which have to be addressed in Cogsdale then re-
exported to Fiserv for processing and print.

The following chart depicts the LU-NH cycle billing process.
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CYCLE BILLING

Meter Reading
Scrubbing

(Day 1-3)

Calculation /
Export

(Day 4-5)

Post Calculation /
Export

Pre-Calc Work
(Day 4-5)

(Day 6)

e LDS—cycle download e Misc. Charge Posting e Run Routine e Fiserv Exceptions
e LDS - reading uploads e Rate Changes e Error Lists e Update Billing
e MR Exception e LPCRoutine ® SmartLists Report
Processing e Batch Summary e Bill Validation
e Export/Print e Post Batches

Billing also performs a full bill validation on the first cycle billed after a rate change and on first
cycle billed after the weekly Cogsdale code fixes are placed into production (Wednesday
evenings).

10. Payments & Credit and Collections

The New Hampshire Code of Administrative Rules and the rate schedules on file with the New
Hampshire Public Utility Commission address the timing and specifics of credit and collections
policy and actions. We examined whether and how LU-NH employs effective credit and collection
practices in order to abide by established requirements and to support effective financial
performance as well.

Customer bills are due for payment within 28 calendar days from the date of issuance. Failing full
payment by the due date, LU-NH assesses a late payment charge of 1.5 percent on the current
month’s charges (except for hardship customers). At seven days after the due date, if during non-
winter moratorium months, LU-NH mails a disconnect notice to all accounts having more than
$50 past due on the current invoice. The notice advises the customer that the account will be
“subject to termination” in 10 days if a payment is not received.

In order to provide a reminder, LU-NH initiates an automated phone call 14 days after the due
date. The call advises customers of the need to contact the Company concerning overdue balances.
Another automated phone call goes to past due accounts 22 days after the due date, advising
customers to contact the Company. A disconnect order is generated 27 days after the due date.

Following proper notification, accounts are selected for discontinuation of service based on the
outstanding balance. LU-NH will not disconnect service if a customer agrees to and complies with
the terms of a special payment arrangement to pay off the arrearage. LU-NH does not disconnect
customers with medical conditions that would pose risk absent service continuation.

During the winter moratorium (November 1% through March 31%), LU-NH’s collection treatment
must comply with the “Winter Rules”:
e Arrearages must exceed $450 (for heating customers), $125 (gas non-heating) and $225
(electric non-heating) before they are eligible for disconnection.
e In addition to the required written disconnection notice 14 days prior to the proposed
disconnection, LU-NH must notify an adult occupying the residence in person or by
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telephone 2 to 8 days prior to the disconnection; or seek PUC approval for the
disconnection.
e PUC approval must be obtained to disconnect residential customers older than 65.

LU-NH offers Special Payment Arrangements (SPAs) to customers unable to pay the total balance
due. Generally, the Company asks customers to pay a portion of the arrearage, and then agree to
pay the balance in installments, along with their current and future bills. At the conclusion of every
payment arrangement negotiation the CSR must advise the customer of the ability to contact the
Commission’s Consumer Affairs division for review of the reasonableness of the arrangement. All
payment arrangements must be confirmed in writing, and provided to the customer within 5 days.

During the winter period (November 15" to March 31%), payment arrangements permit repayment
of the arrearage in equal installments over the winter period and the 6 months following. Financial
hardship customers need only pay 10 percent of the balance due for the duration of the winter
period. At the end of the winter period, customers having arrearages must have the opportunity to
make payment arrangements of the arrearage in equal installments over six months following the
winter period, in addition to paying their current bill each month.

Accounts disconnected get moved to “final” status. Accounts (> $100) are generally turned over
to an outside collection agency after 90 days for final collections and written off. Any subsequent
payments received are credited back to the write-off.

LU-NH also has a Low-Income Agency Portal, making it easier for agencies to pledge assistance
and reconcile payments and account activity.

For existing residential customers, LU-NH may require a deposit or a written guarantee or a
direct debit account in the following circumstances:

A LU-NH customer receives 4 disconnect notices within 12 months

Service has been disconnected due to non-payment

Service has been disconnected due to tampering or diversion

The customer has filed for (and been accepted) bankruptcy and listed LU-NH as a
creditor.

LU-NH is not currently assessing deposits on existing customers. However, LU-NH has plans to
begin this process at some point in 2016.

11. Payment Processing

Customers can walk-in to any of four full-service Customer Service Offices, located in Salem,
Londonderry, Lebanon, and Tilton, to conduct business in person. Customers can also pay bills at
any of nearly 100 third-party (Fiserv and Western Union) pay station locations located across New
Hampshire.

LU-NH customers can pay in cash, by check, with a credit or debit card, or through a check draft
(ACH payment). Payments may be made by mail, by phone, by Internet, or in-person. Customers
may pay by credit or debit card by phone or web (with a $3.75 convenience fee) through a third-
party (Fiserv BillMatrix). The following table from LU’s website summarizes payment options:

August 12, 2016 =Nz Page 11-14
The Liberty Consulting Group



Public Utilities Commission Focused Management Audit of Liberty Utilities
State of New Hampshire Customer Service Public Final Report
———— —————— — ——————  —  ————— ————————————  ——— — .

PAYMENT PAYMENT METHOD PAYMENT SERVICE FEE* MINIMUM MAXIMUM ADDITIONAL INFORMATION
CHANNEL PROCESSING TIME TRANSACTION TRANSACTION
AMOUNT AMOUNT
Pay On Line Credit, ATM Debit, 2 Business Days $3.75 $5.00 $1,200.00
Checking Account**
Pay by Phone Credit, ATM Debit, 2 Business Days 53,75 $5.00 $1,200.00 Your service may be discontinued If payment is not
Checking Account™* received by the date indicated on your disconnection
notice.
Payments may take up to 2 business days to post to
your account. If you are making a payment within less
Pay In Person at Credit, ATM Debit, 2 Business Days $3.75 $5.00 $1,200.00 than 2 days of this date please contact our Customer

Liberty Utilities Check**, Money (Cash — Same Day) Care department and provide your confirmation
Order, Cash (no number. Best efforts will be made to cancel the
service fee for cash) disconnection order.

Pay at an Cash 2 Business Days

Authorized

Payment Center

Pay by Mail Check**, Money 7-10 Business Days Please return the lower portion of your statement,
Order along with a check or money order in the envelope

provided with your bill. The remittance address must
show through the envelope window. If you do not
have a return envelope, please mail your payment to:

Liberty Utilities New Hampshire, 75 Remittance Drive,
Suite 1032, Chicago, IL, 60675-1032

*Service Fee is an administration fee that is collected by the payment service provider. Liberty Utilities does not profit from this fee

**Checks returned as NSF (non-sufficient funds) may incur a fee

In 2015, about half of customer payments (48 percent) came by mail, processed through LU-NH’s
lockbox (operated by Fiserv). Another 43 percent came electronically (web payments, ACH,
AutoPay, EFT, and through Bank Bill Pay). Relatively few payments came at the satellite offices
(about 3,000 per month). Similarly, only 4 percent of payments came through the IVR (and
processed by Fiserv BillMatrix).

LU-NH Customer Payments Processed by Channel
(Combined Gas & Electric)

Self-Service Phone — CSR-Assisted

(IVR) / 2%
4%
Walk-In

3%

Mail
48%

The following chart details payments received by channel from January through October 2015.
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LU-NH Customer Payments Processed by Channel
(Combined Gas & Electric)
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Jan-15 Feb-15 Mar-15 Apr-15 May-15 Jun-15 Jul-15 Aug-15 Sep-15 Oct-15

Jan-15 Feb-15 Mar-15 Apr-15 May-15 Jun-15 Jul-15 Aug-15 Sep-15 Oct-15
w—\Nailed 47,473 47,453 48,007 46,145 44,060 45,941 46,324 44,604 43,604 45,364

Web/Electronic 39,127 40,164 43,792 41,493 41,421 42,176 42,141 39,054 42,055 43,003
—\Nalk-In 2,442 2,381 2,829 2,883 3,197 2,998 2,973 2,998 2,925 3,559
w——Self-Service IVR 2,809 3,244 3,555 3,884 3,959 3,820 3,498 3,214 3,302 3,677

CSR-Assisted 1,293 1,630 2,310 2,877 2,627 2,845 2,235 2,089 2,201 2,401

In the case of check payments, LU-NH relies on an Image Cash Letter deposit process that results
in sending images (rather than physical) of checks electronically from Fiserv to LU-NH’s
depository bank. Checks that Fiserv cannot process can be reviewed and resolved online for 72
hours, after which any unresolved payments (unbankables) are printed and sent to LU-NH’s
Londonderry office at the end of the week. Unbankables include invalid account numbers,
payments that cannot be linked to customers’ accounts, and unbalanced multi-account payments.

12. Contact Center & Retail Office Operations

Customers can call LU-NH’s Contact Center between the hours of 7:00 a.m. and 5:00 p.m.,
Monday through Friday. After hours and on weekends, emergency calls are routed to LU-NH’s
Dispatch Center. Additionally, LU-NH’s IVR and web are available at all hours. Customers call
the Contact Center for issues related to new-service connections, service disconnection, gas leaks,
electric outages, billing-related issues, credit or collection related issues, or general customer-
relations questions.

LU-NH relies on a Cisco ACD (Automatic Call Distributor) and IVR (Integrated VVoice Response)
technology to route customer calls from the public telephone network. A call is presented to the
Customer Voice Portal and handled through ACD, IVR or presented to a Call Center agent queue.
Calls are distributed by priority, call type, availability, and agent skill.

The Londonderry Contact Center is designed as a

Callers have the option to self-serve within the IVR for any of the following:
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e Access Account Information
o Current Balance/Due Date
o Last Payment Amount/Date
o Payment history
o Bill history
o Meter reading history
Re-direct callers to Fiserv/BillMatrix to make payments
Report a meter reading
Report an electric outage (by voice mail)
Listen to current electric outage reports

Management trains all CSRs in all locations to handle gas and electric customer service and
emergency calls. Gas and electric emergencies, and customers reporting hazardous conditions,
such as a wire down, get the highest priority, with routing to the first available representative.
Emergency calls route to the NH Dispatch Center if a CSR is not available to answer (including after
regular business hours). Outage/emergency calls are handled 24/7, but customer service calls only
from 7 am to 5 pm Monday through Friday. Customers trying to reach a CSR for any other call
type outside customer service business hours, hear a message advising that the office is currently
closed.

Total Calls Handled
(Combined Electric & Gas)
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Approximately 37 percent of calls require no agent assistance. LU-NH’s