BEFORE THE
STATE OF NEW YORK
PUBLI C SERVI CE COMMISSION

In the Matter of

Consol i dat ed Edi son Company of New York, Inc.
Case 09-E-, 0428

August 2009

Prepared Testinony of:

Martin | nsogna

Utility Consunmer Program
Specialist 5

O fice of Consumer Services

State of New York

Department of Public Service
Three Enpire State Pl aza

Al bany, New York 12223-1350



Case 09-E-0428 MARTI N | NSCGNA

ul ~ W N

© 0 N O

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

> O

> O

Pl ease state your nane, enpl oyer, and busi ness address.
M/ nane is Martin Insogna. | am enpl oyed by the New York
State Departnent of Public Service (Departnent). M

busi ness address is Three Enpire State Pl aza, A bany, NY
12223.

Wat is your position at the Departnent?

| amenployed as a Wility Consuner Program Specialist s
inthe Ofice of Consumer Services.

Pl ease descri be your educational background and

pr of essi onal experi ence.

| hold a Bachel or' s Degree i n phil osophy and econom cs
from Colgate University. Prior to joining the
Departnent, | was enpl oyed in a wi de range of custoner
service fields, including as a representative of the then
New Yor k Tel ephone Conpany. | joined the Consurer
Services D vision of the Departnent in 1990 as a Consuner
Services Specialist, investigating and resolving utility
consuner conplaints. In April 1994, | was accepted into
atraineeshipwith the fice of Energy Efficiency and
Envi ronnent, with responsibility for policy and
operational considerations involving utility energy

ef ficiency and energi ng environnental issues. |In Mrch
1998, | was pronoted to the title of Associate Wility

Rate Anal yst, and transferred to the Hectric D vision,
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with responsibility for reviewand analysis of utility
rate and rate-related filings. W en the Departnment was
reorgani zed in 1999, | was assigned to the Retail
Conpetition section of the Gfice of Hectricity and

Envi ronnment, with responsibility for a wide variety of
initiatives related to the introduction of retail access.
I n January 2000, | was pronoted to the title of Associate
Pol i cy and Conpl i ance Anal yst and transferred to the

Resi denti al Advocacy Section of the Ofice of Consuner
Educati on and Advocacy. The Departnent of dvil Service
subsequently reclassified the title of Associate Policy
and Conpliance Analyst to Wility Consumer Program
Specialist 4. |n Decenber 2003, the Departnent was again
reorgani zed, and the G fice of Consuner Services assuned
responsi bility for consumer advocacy functions within the
Departnent. I n August 2008, | was pronoted to ny current
title.

Pl ease briefly describe your current responsibilities

wi th the Departnent.

| oversee utility conpliance with Public Service Law and
Commi ssi on regul ati ons regardi ng consuner protections and
access to service, nonitor and anal yze utility customer
service quality perfornmance and responsi veness to

cust oner needs, pronote access to affordable utility
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services for | owincone and ot her special needs
customners, and address residential and snall busi ness
custoner interests in utility rate cases and ot her

Comi ssi on pr oceedi ngs.

Have you previously testified before the GComm ssi on?
Yes. | have previously testified in proceedi ngs
concerni ng O ange and Rockland Wilities, I nc.; New York
State Hectric and Gas Cor porati on; N agara Mbhawk Power
Corporation, d/b/a National Gid; Rochester Gas and
Hectric Corporation; KeySpan Energy Delivery New York
and XeySpan Energy Delivery Long | sl and; and Consol i dat ed
Edi son Gonpany of New York, Inc. (Con Edi son or the
Conpany). The subjects of ny previous testinony have

i ncl uded energy efficiency programns, systembenefits
charge i npl enentati on, rate desi gn, consumer protections,
service quality, | owincone custoner needs, outreach and
education, infornational advertising, call center
operations, credit and collections, utility netering,
commodi ty supply pricing, and bill fornat.

Wat is the scope of your testinony in this proceedi ng?

I will address Con Edison’s proposal s regardi ng call
center inprovenents, custoner service systens

devel opnent, | ow i ncone customer needs, and i nfornati onal

advertising. | wll also address the Conpany's cust omer

3
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servi ce perfornance i ncentive mechani sm
Con Edi son di scussed a three-year rate plan proposal in
its filing. WII you address this proposal ?

M/ testinony prinarily addresses a traditional one-year

Yes. Exhibit—(MXI-1) contains a summary of the

structure of ny proposal concerning the custoner service

Pl ease summari ze the Conpany's proposal s regardi ng Cal |

Q
A.
case.
Q Do you have any exhi bits?
A
per f or rance nechani sm
CGall Center |nprovenents
Q
Cent er i nprovenents.
A

Con Edi son proposes work invol ving repl acenent of the
autonatic call distribution system (acD), repl acenent of
the exi sting tel ephone sel f-service voi ce response unit
(VRU) applications, a business continuity initiative that
i nvol ves i npl erentati on of a redundant server for the
CGall Center, replacenent of Call GCenter workstations, and
repl acenent of the call recording and quality nonitoring
system For the Rate Year, the Conpany proposes capital
expendi tures of $413, 000 for ACD repl acenent, $3.0
mllion for the VRU $1.0 mllion for business
continuity, and $350,000 for Call Center workstations.

The Conpany proposes to incur additional operations and
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mai nt enance (o&M) costs for the Rate Year in the anount
of $95, 000 for the VRU and $50, 000 for the redundant
server. No capital costs or G&M costs woul d be incurred
for the call recording/quality nonitoring systemuntil
2013.

Do you support these proposal s?

Saff understands and general | y supports the Conpany's
efforts to noderni ze and upgrade its call center

equi pnent to nai ntai n adequat e servi ce to custoners;
however, Con Edison’s proposal s are unnecessarily
aggressive. Sone of these systens still have several
years of useful life. |In addition, the Conpany proposes
to undertake the repl acenment of several maj or systens
simul taneously. This can produce di sastrous results if
systeminpl enentation is not executed fl awl essly. Mre
often than not, systens have bugs that need to be ironed
out, and the difficulties involved in identifying and
correcting such flaws are increased exponential | y when
systemrepl acenents are heaped on top of one anot her.
Finally, for reasons described in nore detail by the
Staff Policy Panel, certain expenditures shoul d be
deferred where possible until economc conditions in Con
Edison’s service territory inprove. Therefore, for

economc as well as systeminpl enentation reasons, |

5
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recommend that sone of this work be deferred beyond the
Rate Year.

What projects do you recommend be deferred?

| recomrend that the Comm ssion reject funding for the
VRU replacenent in the Rate Year. Con Edi son states that
the present VRU systemw || not be supported by the
vendor beyond 2013. Not only does that provide many
years of additional service life, but it |eaves plenty of
time for the vendor to reverse its decision and conti nue
supporting the systembeyond that date - which it may do,
if pressured to do so by major clients such as Con

Edi son. Additionally, it seens wise to undertake the
repl acenment of the ACD sw tch, and resol ve any probl ens
encountered i n inplenenting that maj or system before
noving to repl ace the VRU, since these systens interact
wi th each other, and both systens greatly inpact
custoners® ability to reach and transact business with

t he Conpany. The Conpany's proposed new VRU, which the
Conpany' s CQustonmer Qperations Panel (QGOP) describes as a
"next generation interactive voice response (IVR)
system', is quite costly. The Conpany proposes to spend
$7.9 mllion for the newsystem including $3.0 mllion
inthe Rate Year. Finally, the Conpany has al ready

invested significantly in the current systens, including

6
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$0.5 mllion that was requested by the Conpany and
approved by the Commission in Case 07-E-0523. The
unanortized portions of these investnents wll be
stranded when a new systemis put in place. Finally,
even if the vendor does di scontinue support for the
current systemafter 2013, and these expenditures are
ultimately necessary, they can be deferred for at | east
one year. For all of these reasons, | recomend

rej ecting the Conpany's proposed expenditures on a

repl acement vRU system

What is the inpact of your proposal on the Conpany's
revenue requirenent ?

Capi tal expenditure would be reduced by $3. 1 mllion in
the Rate Year.

Qust oner Servi ce System| nprovemnent s

Q

Pl ease summari ze the Conpany's proposal s for CQustoner
Servi ce System | nprovenents.

Con Edi son proposes capital expenditures of approxi nately
$3 mllion annually in 2010, 2011, and 2012 on a nunber
of inprovenents to naintain its custoner service system
(CSS). The CSS supports custoner service operations and
billing functions. For the nost part, these inprovenents
are continui ng processes that the Conpany engages i n on

an annual basis, and the Conpany requested and recei ved
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aut hori zation for annual capital expenditures of $1
mllionin Case 08-E-0539 for this purpose. Therefore,
the increased | evel of funds requested by the Conpany in
this case represents a further accel eration of these
activities, which include updating and standardi zi ng
progranmm ng | anguages, and perform ng upgrades to revenue
and statistics prograns, letter generation, field
reporting capabilities, and interfaces to externa
systens. | n addition, the Conpany proposes to pursue
ways to further enhance the functionality of its CSS. It
proposes to spend about $2 mllion of the $3 mllion
annual ly on this functional enhancenent effort, which

i nvol ves a review of the operation and capabilities of
the system In addition to the capital expense, the
Conpany requests additi onal &M of $400, 000, begi nning in
the Rate Year, for personnel related to CSS inprovenents.
Do you support the Conpany's proposals related to CSS

| npr ovenent s?

As with Con Edison’s proposed Call Center |nprovenents,
expendi tures shoul d be deferred where possible until
econom c conditions in the Conpany's service territory

i mprove. |In particular, the aggressive proposal to
pursue functional enhancenents seens ill-tinmed. Staff

recommends that the Conpany shoul d continue the

8
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devel opnent of its CSS systemat its present pace, i.e.,
capi tal inproverents of $1 mllion annually.

Wat is the inpact of your proposal on Con Edison’s

Capital expenditures woul d be reduced by $2 mllion in
the Rate Year. o&M expense woul d be reduced by the
portion of $400, 000 al |l ocated to el ectric operations,

reflecting the reduced need for new hires.

Does Con Edi son currently have any speci al prograns for

Yes. The Conpany's | ow income programincludes a nonthly
Qust orrer Charge reduction of $7.68 for customners

recei ving a nunber of different social services prograns.
Con Edi son enpl oys an automati c enrol | nent process that
mat ches Conpany records with records fromthe New York
Aty Human Resources Admnistration and t he Vst chester
County Departnent of Social Services. Qurrently, about
245, 000 custoners are participating in the | ow i ncone
program and it is anticipated that a simlar nunber of

| ow i ncone custoners will be eligible for the | owincone

Does the Company propose to continue its prograns?

Q
revenue requirenent?
A
Low I nconme Qust oner Needs
Q
its | owincome custoners?
A
rate discount in the Rate Year.
Q
A

Yes, the Conpany proposes to continue the programat the

9
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sane funding level as in the current rate plan, $22.9
mllion per year.

Do you support a | ow i nconme programfor Con Edi son

el ectri c customers?

Yes. Energy costs represent a | arge burden on | ow i ncome
famlies. Information froma variety of sources,

i ncl udi ng the Residential Energy Consunption Survey
conducted quadrenially by the Federal Energy | nfornation
Admni stration, indicates that while mddl e and hi gher

I ncome cust omers experi ence energy costs in the general
area of one to five percent of income, |ower incone
custoners experience energy costs in the general area of
10 to 20 percent of income. A Decenber 2007 report from
the federal governnent's Gak R dge National Laboratory

entitl ed Short and Long-Term Perspectives: The Impact on

Low | ncone Consuners of Forecasted Energy Price | ncreases

in 2008 and a Cap-and-Trade Carbon Policy in 2030

identified *an escalationin the price of carbon-based
fuel s over nore than a decade that has out paced t he

I ncrease i n purchasi ng power of | owincone househol ds.
The | ong-termproblemis further exacerbated by sharp
energy price increases experienced i n recent years, in
part due to the inpact of Hurricanes Katrina and Rta on

petrol eumand natural gas supplies in 2005, high

10
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internati onal petroleumprices and narket uncertainty.
The i npact of these rising energy costs across time can
be neasured for individual households in the form of

ri sing energy burdens, defined as the rati o of
residential energy expenses divided by househol d i ncorre.
From 2001 t hrough 2005, the nost recent year for which
data is avail abl e, the average residential energy burden
for | owincone househol ds rose from 12.6 percent to 14.6
percent of incone. For non-l owi ncone househol ds the
average burden was 3.1 percent of incone in 2001 and
remai ned essentially unchanged at 3. 2 percent of i ncome
in 2005." As a result, nmany | ow i ncone custoners cannot
afford essential services such as el ectric service.
These famlies typically nust trade off anmong food,

shel ter, medici ne and energy purchase decisions. In
addition, for heating custoners, |oss of a household's
primary heat source presents serious health and safety
ri sks, both due to the potentially fatal effects of cold
weat her and the fire and heal th hazards resulting from
usi ng unsafe alternative heati ng sources. Furthermore,

| owincone famlies tend to live in poorly naintai ned and
energy inefficient housing. This wastes ener gy,
contributing to the higher percentage of incone these

custoners pay i n energy expenses and increasing the

11
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l'i kel i hood that these custoners wll be unable to pay
their utility bills. For these reasons, prograns to
address the needs of |owincone custoners are essenti al .
Wy shoul d such prograns be funded by utility customers?
There are a nunber of reasons. First, hel ping | ow i ncomne
custoners to pay their electric bills helps utilities and
their custoners. Wilities carry uncollectible expenses
that are paid for by all custoners as a cost of doi ng
busi ness. (ol lection costs and working capital on the
unpaid bills of |owincone custoners inpose additional
costs onthe utility and its custoners. These costs can
be reduced with the effective inplenentation of a | ow

i ncone program Savings include reductions in costs
associ ated with credit and coll ection, arrears and bad
debt, deposit nai ntenance, regul atory expenses, repeated
paynent plan negoti ations, credit agency fees, diversion
of revenue fromarrears to reconnection fees and

di version of revenue resulting fromforced noves.

Second, the continuation of a | owincone programis

consi stent with Conm ssion practi ce over the past several
years. The Comm ssion has authorized the inpl enentation
of lowincone prograns at each of the naj or energy
utilities in the state. Finally, inits Qder Continuing

the System Benefits Charge (sBc) and the SBG Funded
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Public Benefit Prograns, issued Decenber 21, 2005 in Case
05-M0090, the Comm ssion stated that, "[o]lil and gas
prices are volatile and rising, resulting in electricity
comrodi ty price increases for New York consuners,

negati vely inpacting | ow i ncone consuners, in particul ar,
who spend a hi gher percentage of their income on energy
costs." (dting the recent escalationin fuel costs and

t he di sproportionate i npact such increased costs have on
| ow i ncone custoners, the Comm ssion i ncreased annual SBC
support for | ow incone energy efficiency prograns by nore
than $11 mllion, to nore than $38 mllion annual | y

t hrough 2011. For these reasons, financial support for
Con Edison’s | ow incone rate di scount shoul d be

i ncr eased.

Wiat type of programdo you reconmmend for Con Edison’s

el ectric | ow i ncone custoners?

| propose to continue the Gonpany' s exi sting | ow i ncone
program however, | believe the funding | evel shoul d be

i ncreased fromthe present level of $22.9 mllion, as the
Conpany proposes, to $27.4mllion. | recomend that
qualified | owincone custoners recei ve a di scount from
the nonthly charge, at the sane percentage | evel of

di scount offered under the current program Low i ncome

custoners are currently billed a | ow i nconme charge of

13
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$6. 50, a discount of $7.68 fromthe typical custoner
charge of $14.18. |If the sc1/sc7 nonthly charge is
allowed to increase by 21 percent, to $17.22, as the
Conpany proposes, the nonthly charge for eligible | ow

i ncome custoners shoul d al so be allowed to i ncrease by 21
percent, to $7.89. This level of customer charge
represents a discount of $9.33 per nonth, or $111.96 per
year. The cost of such a programwoul d tota

approxi mately $27. 4 mllion per year. A $27.4 mllion
annual expenditure level, if spread over all electric
sales, would result in a rate inpact of about $0.0006 per
kwh, or about 0.4%of electric revenues. This isS a
reasonabl e funding | evel for such a program particularly
given the rising cost of electricity, the inpact of
electricity costs on | ow i ncone custoners, and the
potential for offsetting benefits to the Conpany and al
custoners. As the Conm ssion has permtted i n the past,
Con Edi son should be allowed to defer any over- or undex-
expendi ture on this programdue to varying enrol | nment

| evel s or other factors beyond the Conpany's control.
What is the effect on the Conpany's Rate Year revenue
requirement if the Conm ssion adopts your proposal ?
Revenue requi renent woul d be increased by approxi mately

$4.5 mllion.

14
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Informational Adverti Si ng

Q

Pl ease summari ze the Gonpany's informational adverti sing
pr oposal s.

Con Edi son proposes to spend $14.8 mllion annually on

I nformati onal advertising, an increase of $6.1 mllion
over the historic year expense of $8.7 mllion, as well
as an increase over the commission’s all owance of $6.3
mllion in Case 08-E-0539. H storically, the Conpany's
I nfornmati onal advertising has been focused in the
follow ng areas, listed in order of decreasing budget

al | ocation: energy conservation, upgradi ng

I nfrastructure, energency preparedness, workpl ace
diversity, and other. The Conpany proposes adverti sing
budgets for the same categories goi ng forward, except
that energy conservati on and energency prepar edness woul d
now be conbi ned. Con Edi son proposes a budget of $10.7
mllion for energy conservation/emergency preparedness,
$2.12 mllion for upgrading infrastructure, $1.5 mllion
for workplace diversity, and $0.6 mllion for other. As
It did in Case 08-E-0539, the Gonpany's Public and
Qustoner Information Panel (pCIP) proposes again to
depart fromthe 1977 Advertising Policy Statenent, and
replace it with a programmatic review. Aternatively,

the PA P proposes that the Comm ssion al |l ow the naxi num

15
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per cent age permitted under the 1977 Advertising Policy
Statenent, and to include ESCO revenues i n the base from
whi ch the percentage woul d be cal cul ated. The PO P
states that this cal culation would yield a budget of
$11.3 mllion.

What did the Comm ssi on deci de concerni ng the Company’s
proposal to depart formthe 1977 Advertising Policy
Statenent in Case 08-E-0539?

Inits April 24, 2009 order in that case, begi nning at
page 81, the Conmmi ssion stated that in its preceding Con
Edi son rate order in Case 07-E-0523, it had'reiterated
[its] concern over the subjective nature of eval uating
informational and institutional advertising and noted the
continuing nerit of-the Advertising Policy Statenent.

The argunents of the parties over the Conpany's proposals
in[the 08-E-05391 case, together with the analysis in

t he recommended deci si on, serve to underscore the
quagmire that having to engage i n such a subjective

eval uation creates. It was precisely to avoid these' ki nds
of subjective disputes, and the commtnent of resources
necessary to review and eval uate them that this

Commi ssion originally adopted the Policy Statenent.

Rat her than see future proceedings flounder in simlar

nor asses, wWe renew our commtnent to the Adverti sing

16
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Policy Statenment for the sane reasons this Conm ssion
originally adopted it. Accordingly, rather than grant the
Conpany' s exception or adopt the judges' reconmendati on,
and in light of the GConpany's overall plans for
informati onal advertising as presented in this case, we
will increase the allowance within the Policy Statenent
range to 0.08 percent of the Conpany's electric operating
revenues." This equated to the $6.3 mllion rate

al | onance the Conm ssi on adopted i n Case 08-E-0539.

Wat do you reconmmend regardi ng the Conpany's proposal s
in this case?

In the last two rate cases, the Conm ssion has affirned
the validity of the 1977 Advertising Policy Statenent,
and eschewed the “quagmire” of a programmatic revi ew.
The Advertising Policy Statenent permts a range of

bet ween 0. 04 and 0.1 percent of revenues to be directed
to informati onal advertising, in inverse proportionto
utility size. In the last case, the Conmm ssion al | owed
Con Edison’s percentage to rise to 0.08 percent,

excl udi ng ESQO revenues. The Conpany has provi ded no
justification for a further increase here, and in fact
has conbi ned two of its prograns into one, presunably

of fering sone potential economes. Furthernore, in

approvi ng Con Edison’s 60- and 90-day gas and el ectric

17
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prograns, the Conm ssion approved narketi ng and

pronoti onal budgets of approxinmately '$4.9 mllion for the
Conpany' s energy efficiency prograns. In light of the
rate i ncrease sought in this case, applying the sane 0.08
percentage wll result in an increase to Con Edison’s
advertising all onwance, bringing it to approxi nately $6. 6
mllion. Staff recommends that the Comm ssion adopt this
armount .

Wat is the effect on the Gonpany's Rate Year revenue
requi rement if the Comm ssion adopts your proposal ?

| understand that the Conpany's Accounting Panel
escalated the $14.8 mllion requested by the PAP for
inflation, and included $15.3 mllion in revenue

requi rement for informational advertising. Revenue

requi renment woul d therefore be decreased by approxi nmately
$8.7 mllion.

How does this recommendati on affect the Conpany's

out reach and educati on program budget ?

The PA P draws a distinction between the outreach and
educati on program which has a separately identified
budget of $4.6 mllion, and informati onal adverti sing.
The only apparent exception is that a sumof $750,000 is
listed and i ncluded with the outreach and educati on

budget as the outreach portion of infornational

18
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advertising. It appears that this outreach is not part
of any of the programcategories listed in infornational

advertising, including "other," and therefore is al so
separate fromthe $14.8 mllion requested for

I nformati onal advertising. Consequently, no part of the
out reach and educati on budget of $4.6 mllion is affected
by Saff's recomrendati on concerni ng i nformnati onal

adverti si ng.

Qust oner Servi ce Performance | ncenti ve Mechani sm

Q.

Pl ease descri be Con Edison's current custoner service
per f or mance i ncenti ve.

The Cormmi ssi on conti nued Con Edison’s el ectric custoner
service perfornmance i ncentive (CspI) inits April 24,
2009 order in Case 08-E-0539, noting on page 281 that
“[ilt is consistent with the | ong-standi ng policy of
usi ng perfornmance netrics as an incentive for good
utility performance.” A nmaxi mumrevenue adj ustnent in
favor of customers of up to $40 mllion annually,

equi val ent to approxi mately 33 basis points of electric
common equity, is applicable if the Conpany does not neet
custonmer service threshold targets. The Conpany files a
report annually on its perfornmance under the incentive
mechani sm The customer service perfornance netrics

nmeasure the follow ng areas: PSC conpl aint rate; survey

19
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nmeasures of the satisfaction of electric emergency
callers, other non-energency callers to the Conpany's

t el ephone centers, and visitors to the company’s service
centers; tinme to conplete newand initial service jobs,
initial phase; tine to conplete newand initial service
j obs, final phase; percent of neters read on cycl e;
percent of tel ephone calls answered; billing accuracy,
percentage of bills not adjusted due to conpany error;
routi ne i nvestigations, percentage conpleted within 30
days; and the Qutage Notification Incentive Mechani sm
(ON'M, a neasurenent of the Conpany's performance in
custoner notification of service outages. For

nmeasur errent pur poses, under the terms of the existing
rate plan, perfornmance resulting fromabnornal operating
condi tions, such as strikes, natural disasters, najor
storns and ot her unusual events are not considered. In
such cases, Gon Edison will omt data for the affected
geographi c area for any nonth i n whi ch such abnor nal
operating conditions occur fromthe cal cul ati on.

Does t he Conpany propose to continue the CSPI?

CGon Edisonis silent on the nmatter of continuing this
per f or mance nmechani sm however, in its April 24 order,
the Conm ssion stated on page 280 that "we are requiring

the Conpany to present its position on the existing
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cust oner servi ce performance nmechanismin its future rate
case filings." Staff therefore concludes that the
Conpany has no objection to continuing the nechani sm

Do you recomrend continuing the CSPl ?

Yes; however, the Comm ssi on shoul d nodi fy the nechani sm
I n several respects to ensure that it renains relevant to
the current operating environnment and poses an effective
deterrent agai nst poor perfornance.

Wat nodifications do you reconmend?

| propose to elimnate certain nmeasures, and real |l ocate
anounts at risk to those that best neasure service
quality. For the survey neasures, | propose to inplenent
tiers for the associated targets and anounts at ri sk.
Finally, | propose adjustments to the targets for PSC
Conplaint Rate and all three survey neasures. The
specific structure of the CSPI | recomrend is illustrated
I n Exhi bit (MXI-1) .

Pl ease expl ai n your proposal in nmore detail.

| propose to retain only the foll owi ng neasures fromthe
Conpany's existing CSPI: PSC conpl aint rate; surveys of
el ectric enmergency call ers, other non-energency callers
to the Conpany's tel ephone centers, and visitors to the
Conpany' s service centers; and the ON M

Wy do you recommrend retaini ng these measur es?
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By their nature, both PSC conpl aint rate and survey
nmeasures of customer satisfaction are broad neasures that
refl ect the Conpany's performance in every facet of its
operations, frombilling accuracy to repair pronptness.

I n addition to providing broad neasures of utility

per f or mance, PSC conpl ai nt rates have the advant age of
bei ng cal cul ated by Staff, and thus provi de a hi gh degree
of confidence in their results. Surveys adm ni stered by
athird party contractor al so provi de an addi ti onal
measur e of confi dence, secured by the survey contractor's
reputation, that the results accurately refl ect custoner
satisfaction. Because of their relative i ndependence and
ability to provide overall baroneters of custoner service
per f ormance, the PSC conpl ai nt rate and custoner survey
nmeasur es shoul d be retained. The ON M addr esses a
specific identified deficiency at Con Edi son, and was
added to Con Edison’s custoner service perfornance

I ncentive follow ng the Gonpany' s poor perfornmance wth
custoner notification during and after the Washi ngt on

Hei ght s outages i n 1999.

Wiy do you reconmmend di sconti nui ng t he ot her neasures?

"As a threshold matter, the Conpany's performance in

specific areas related to custoner service, such as

billing accuracy and call answer rate, wll be captured
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in the broader neasures of PSC Conpl aint Rate and

cust oner survey scores that | propose to continue. In
addition, virtually every ot her neasure of customer
service is self-reported by the Conpany, and the results
are not,audited by Staff. dven the lack of certainty
presented by such neasures, and absent a cl ear show ng
that Con Edi son perforns poorly on any particul ar
measur e, such measurement is not needed for incentive
purposes. Data would still be coll ected; however, as
part of standard performance indicators reported by all
utilities. If, inthe future, the Comm ssi on determ nes
that adoption of any of these specific neasures is
necessary to i nprove Con Edison’s perfornmance in a

speci fic area, the associ ated neasure coul d be

rei ntroduced into the CSPI

Wy do you propose tiers for the survey targets and
associ ated anmounts at risk?

Wi le the tiered structure reduces Con Edison’s risk of

i ncurring the nmaxi num paynent, it can be beneficial to
rat epayers because it provides a continuing incentive for
the Conpany to work to mai ntai n good service, even if the
initial threshol d has been exceeded. The PSC Conpl ai nt
Rate target is already structured this way, and the ON M

I ncorporates specific targets for various out age
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notificationactivities, with increasing paynents to
ratepayers if targets for nore activities are m ssed.

How did you arrive at the targets you propose for the PSC
Conpl ai nt Rate?

| reviewed Con Edison’s PSC Conpl ai nt Rate perfornance
for each year since 2002, when the current PSC Conpl ai nt
procedures were put into effect. For the three year
period from August 2005 through July 2009, the nost
recent data available, I reviewed PSC Conpl aint Rate data
by nonth. | then cal cul ated the average PSC Conpl ai nt
Rate for that three year period, and the standard

devi ation, which is a statistical nmeasure of the
distribution of a set of nunbers. Con Edison’s average
PSC Conplaint Rate for this period was 2. 08 PSC
conpl ai nts per 100, 000 custoners. The standard devi ati on
was 0. 19.

How do t he average and standard deviation relate to your
pr oposed targets?

The average corresponds to what represents typical
perfornmance for the Conpany. The standard deviationis
an intexval around the average that represents a typica
range of variation. |In other words, if Con Edi son
maintains its 'historicallevel of effort in custoner

service, it can be expected to average 2. 08 conpl ai nts,
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but that could vary between 1.89 and 2.27. For the

pur poses of setting a conplaint target, | focused on the
upper end - that is, the Conm ssion would establish a
paynent to ratepayers if the PSC Conplaint Rate rises
above this |evel.

Do you propose that paynents commence when custoner
conplaintsrise to a level of 2.27 conplaints per 100, 000
cust oner s?

No, in order to ensure that paynents woul d be assessed
only if thereis a clear deteriorationin service, |
propose that paynents woul d commence when conpl ai nts
reach a |l evel representing two standard devi ations from
the nean, or 2.46 conpl aints per 100, 000 custoners, which
| have rounded up to 2.5 conpl ai nts per 100, 000
custoners. In order to establish the intervals for
subsequent | evels, | added anot her standard deviation to
define the upper end of the interval, which | rounded to
0.2. Paynents woul d therefore conmence when the rate of
conpl aints rises above 2.5 per 100, 000 custoners, and
escal ate at |evels above 2.7 and 2.9, respectively, as
shown on Exhi bi t (MXI-1). | propose that the Conpany
be at risk for a maxi mumof $18 mllion annually for
exceedi ng ny recommended t hreshol ds in the PSC Conpl ai nt

Rat e neasur e.
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How does your proposal compare to Con Edison’s present
PSC Conpl aint Rate target?

Under the current mechani sm paynents are incurred at

| evel s above 2. 6, and reach their nmaxi numat |evels
greater than 3.0. M proposal therefore represents a
reduction of 0.1 at each end of the scale. The current
nmechani smcarries a nmaxi num paynment of $6 mllion.
Since your proposal has the effect of tightening the
target, is there any way in which your proposal can be
construed as “punishing good behavi or"?

Not at all. Setting perfornmance targets is of necessity
an iterative process. With nore tine and greater
experience, it is possible to state with greater

confi dence what represents a nornmal |evel of service that
the Conpany is capable of delivering, and that its

cust oners have cone to expect.

If your proposed PSC Conpl aint Rate target had been in
effect in the years since 2002, when the current PSC
conpl ai nt procedures were put into effect, would the
Conpany have incurred a paynent in any of those years?
No.

How did you arrive at the targets you propose for the
t hree surveys?

| used a nethod simlar to the process | used to devel op
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the psc Conplaint Rate targets. | reviewed Con Edison’s
survey perfornmance for each year since 1997, when the
current survey targets were put into effect. | then
cal cul ated the average score for each respective survey
for that period, and the standard devi ation. For the
energency cal l er survey, Con Edison’s average score for
this period was 84. 7 percent, and the standard devi ati on
was 2.8. For the phone center survey, the Company’s
average score for this period was 86. 0 percent, and the
standard deviation was 1.7. For the wal k-i n survey, its
average score for this period was 88. 3 percent, and the
standard devi ati on was 1. 9.

D d you use the average and standard devi ati on val ues in
t he same way you used those val ues to devel op your
recommended PSC Conpl aint Rate targets?

| used the sane approach and the same overal |

nmet hodol ogy, except that on surveys, poor performance iS
I ndi cated by | ower, instead of higher, scores.
Therefore, for the purpose of devel opi ng recormended
survey targets | focused on the lower end - that is, the
Conmm ssi on woul d establish a paynent to ratepayers if the
survey scores fall belowa given level. Qherw se, |
used the same net hodol ogy. In order to ensure that

paynents woul d be assessed only if there is a clear

27



Case 09-E-0428 MARTI N | NSCGNA

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

deteriorationin service, | propose that paynents woul d
conmence when satisfactionfalls to a | evel representing
two standard devi ati ons bel ow the mean. For the
energency call er survey, this corresponds to 79.1 percent
- which | have further rounded down to 79.0 percent. 1In
order to establish the intervals for subsequent |evels, |
subtract ed anot her standard devi ati on, which I rounded to
3.0. Paynents woul d t herefore commence when sati sfaction
| evel s are below 79. 0 percent, and escal ate if
satisfaction levels fall below 76.0 percent and 73.0
percent, respectively, as shown on Exhibit _ _(MXI-1).
Vs your process the same for the remai ni ng two surveys?
Yes. For the phone center survey, the custoner

sati sfaction | evel representing two standard devi ati ons
bel ow the nean corresponds to 82.5 percent, which | have
further rounded down to 82.0 percent. |In order to
establish the intervals for subsequent thresholds, |
subtract ed anot her standard devi ati on, which | rounded to
2.0. Payments woul d t herefore comrence when cust oner
satisfaction levels fall bel ow 82.0 percent, and escal ate
if custoner satisfaction falls bel ow 80.0 percent and
78.0 percent, respectively, as shown on Exhibit ___(MXI-
1). For the wal k-in survey, initial payments are

requi red when the custoner satisfaction |evel drops bel ow
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84.4 percent - which | have further rounded down to 84.0
percent. In order to establish the subsequent

t hreshol ds, | subtracted anot her standard devi ati on,
which | rounded to 2.0. Paynents would therefore

escal ate as custoner satisfaction slips to | evels bel ow
82.0 percent and 80.0 percent, respectively, as shown on
Exhibit 1 - 1 | propose that the Conpany be at
risk for a maximumof $18 mllion for failing to neet

t hese survey neasures, equal ly divided anong the three
surveys.

How does your proposal conpare to Con Edison’s present
survey targets?

The current mechani smcarries a maxi rumanount at risk of
$6 mllion, al so equally divided anong the three surveys.
Under the current nmechani sm the nmaxi mum paynent is
incurred at | evels bel ow 80.0 percent, 82.0 percent, and
83.0 percent for the enmergency caller, call center, and
wal k-i n surveys respectively. In response to the earlier
questi on regardi ng puni shing good behavi or, ny proposa
for survey targets would tighten the target for the walk-
I nsurvey, relax the target for the energency caller
survey, and | eave the call center survey target
unchanged. This should satisfy any doubt regarding

whet her | devel oped and applied the method for
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determning the targets fairly and consi stently.

If your proposed survey targets were in effect in the
years since 1997, when the current survey targets were
put into effect, would the Conpany have incurred a
paynent in any of those years?

No.

Do you propose any changes to the ON W

No; however, | propose that the amount at risk assi gned
to this neasure be reduced froms$8 mllionto $4 mllion.
This is consistent wth ny overall recommrendation to

pl ace greater emphasis on those indicators that are broad
nmeasures of custoner service perfornance, and that are

I ndependent |y verifi abl e.

Do you have any ot her recomendati ons concerni ng the
Cshl ?

| recomrend that the CSPI inpl enented here be conti nued
indefinitely, or until nodified or discontinued by the
Conmm ssi on.

Does this conclude your testinmony at this tine?

Yes, it does.
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