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Presenter�
Presentation Notes�
An effective revenue-protection program recovers revenues lost to utility theft, customer fraud, and metering and billing problems.

 

It has been estimated that Energy theft alone may be a $6 billion-dollar-a-year business in the United States, which means utilities are losing almost $11 million every day to energy thieves. 



This estimate does not include losses resulting from customer fraud, which is often greater than the losses previously mentioned. 



Utility employees who have the greatest responsibility for responding to this problem are the personnel who detect theft-of-service and potential fraud cases in the field.�


Business Case Analysis

Agenda

Introduction and Company Profile
Understanding the Problem
— What is Utility Theft — Revenue Loss
— Where can it be found
C. Cost
— Attempts of Theft
— Who Wins, Who Loses
D. Pathway to Recovery
— Revenue Protection
« Components of Revenue Protection
— What Ul is doing to combat Revenue Loss

© >

A. Introduction

B. Problem

D. Pathway

E. Business E. Setting up the Business Case
Cais F. Requisites
— Getting Started/Planning/Examining Cost/Determine
F. Requisites Workload and Staffing

G. Savings and Cost

— Forward Staffing
G. Savings — Annualized and Aggregated Revenues
— Anticipated Recovery and Cost
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Business Case Analysis

Company Profile

320,000 Accounts
288,000 Residential, 35,000 TOU
32,000 Comm./Indus.
20% Delinquent

40% Indoor Meters

Mew Haven Morth

Easton Trumbull Branford

Fairfield

New Haven — Bridgeport, CT
17 Towns in 330 Square Miles
Incorporated in 1899

CT Deregulated in 2000

Wires Only Co. - No Generation

726,000 People — 21% of CT
7 Major Universities and Colleges
1/3 Population Transient

George Balsamo
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Presenter�
Presentation Notes�
CT potentially going to more TOU customers due to load conservation and peak shaving



Deregulation passed in 1998 but CT didn’t implement till 2000



Small and concentrated utility service territory – prime for fixed network deployment�


Business Case Analysis

.
Understanding the Problem

Utility Theft

The theft of electric service is an issue that plagues utilities across the nation and
abroad.

 Energy Theft is a public safety issue. Fires can be the result of people
tampering with electricity and gas meters.

* Most instances discovered and corrected can include
real shock to the perpetrators, and often innocent
family members, friends, and neighbors.

« Tampering may also leave exposed electrical parts, which
could electrocute others in the house.

Interfering with power supplies is not only dangerous but could
invalidate household insurance policies!

George Balsamo
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Business Case Analysis

.
Understanding the Problem

« Offenders fall in to many categories

— While it is fair to say that some people who steal have little money and
are desperate,

— Many can well afford to pay their bills. They steal because they think that
they can get away with it.

— Meter interference by those involved in the cultivation of illegal drugs is a
major problem.

« Billions of dollars go unrecovered from Utilities annually.

« Besides the fact that energy theft is a crime, it also creates an undue burden

for ratepayers, to whom the cost associated directly with stolen energy is
often passed to.

George Balsamo
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Business Case Analysis

L Utility Theft as It relates to
g

other Crimes

Theft of Utility Service vs. Cost of Crimes to Victims
(Us Dept of Justice)

/\ $7,816,000,000

$8,000,000,000 -

$7,000,000,000 -

$6,000,000,000 -

$5,000,000,000 -

$4,000,000,000 - $2,748,000,000

$3,000,000,000 -

$2,000,000,000 - 680

$1,000,000,000 -

30
Robbery Larceny Burglary Theft of Service Hlo
George Balsamo
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Presenter�
Presentation Notes�
Utility Theft is no small crime�


O Business Case Analysis

L/ / -
Utility Theft - Revenue Loss

WHERE CAN IT BE FOUND?

« Service Diversion « Meter Tampering
— Circumvention of the Meter — Manipulation of the Meter /
« By-Pass Equipment
« Connecting at any point ahead * Use of Magnets
of the metering scheme » Retarding Meter Disc Rotation
— Reversing the wiring on one or e Tampering with the recording
more phases in 3 phase metering Mechanism
 Fraud Activity  Fast/ Slow Adjustments
— ldentity Theft * Reversing / Breaking CT lead

wires

» Bypassing neutral other forms
of grounding
— Using earth ground as neutral

— Fraudulent applications
Access Refusal to Disconnect
— For Non-Payment

— For Unauthorized Use with no — Grounding of Potential to
Customer of Record cause 50% Registration
« Bad Checks

George Balsamo
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Presenter�
Presentation Notes�
Next slide – COMMON FRAUD METHODS



Bypassing meter

Bypassing neutral

Inter-changing incoming and out going leads, pushing the glass off the meter to arrest the movement of the rotating mechanism

Inter-changing phase and neutral and providing a local earth to act as neutral

Inserting film, magnets or similar materials to stop rotation of meters

Drilling holes on the meter and inserting an object to arrest the movement of the disc

Breaking seals and tampering with the recording mechanism, resetting the reading, etc.

Causing damage to the recording system by subjecting the meter to mechanical shock Tapping off from the service main before the meter

Reversing the connections in one or two phases of 3 phase meters

Breaking of CT lead wires in one or two phases

Tilting of meters

Tapping off from the incoming lead wire

Using dust or high viscous fluid on the rotating disc

Damaging the pressure coil by short circuiting

�


Business Case Analysis

.
Utility Theft - Revenue Loss

Revenue Loss can occur from Non-illegal acts

George Balsamo
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Business Case Analysis

i Examples of Non-Theft Revenue
P

Loss Areas

M Defective Equipment
M Improper Wiring
M Incorrect Metering

M Unmetered Locations

M Employee Error

Defective meters, CT's, PT’s or incorrect
wiring — Even company errors!!

“Stopped” meters:
- Burnt out pot coils
- No display on solid state meters

ERT/Dial Mismatches

Authorized by Company — Installed
Jumpers

April 2007

George Balsamo
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Presenter�
Presentation Notes�
It’s important that you report any condition that causes under-registration of a customer’s consumption.  Revenue Protection handles theft and non-theft conditions.



If you need to correct CT wiring that was done incorrectly, there was revenue lost! If a meter stops registering, we lose money, as well.  You need to report it, so we can capture it.  



Dead Centrons and ERT/Dial mismatches cause us to lose money. Since we bill off the ERT reads, it’s very important to get the dial reads, every time you’re in front of a meter.  If there’s a mismatch –fill out a report.  Also helps us track meter failures, so we can address issues with the appropriate people.



Don’t forget – jumpered commercials don’t necessarily get billed.  If you don’t report them, we can’t bill them.



AN IMPORTANT POINT TO CONSIDER ABOUT “BAD” CT’s.  IT’S VERY UNUSUAL FOR A CT TO JUST “GO BAD”.  BE SUSPICIOUS OF DEFECTIVE CT’S – THERE’S A GOOD CHANCE IT COULD BE TAMPERING. 

�


Business Case Analysis

Who Wins, Who Loses

When Electricity Consumption Is Not reported

A Customer Bill is comprised of (Energy Cost, Supply Cost, Distribution Cost, and Margin)

=The Distribution Company
(DISCO) pays energy costs
to the Supplier (Generating
Companies)

*based on metered
consumption of the DISCO’s
consumers

} (Also includes Trans Cost)

Energy Cost

=The customer still takes

} the energy.

Effects of lost Consumption

=Any shortfall between

*The DISCO absorbs
distribution costs. For
example:

»Poles

»Wires
»Maintenance
>»MBIS

»Brick and Mortar
»Etc.

~__*Supply costs are passed
on to the DISCO in the
form of:

»Higher energy costs

=The energy costs still

have to be paid but the
DISCO is bhilled at the
system loss level

=The DISCO is paid on what
the customer’s meter records

DISCO.
the customer recorded

energy usage and the
supply costs is
absorbed by the
DISCO.

When a meter is prevented from Recording the full value

of energy Consumed

Shortfalls are absorbed by the

*The margin is what's left over
after the DISCO has paid the
Supplier Cost &Overheads
including technical/non-
technical losses.

=The DISCO can only charge their
Customers on units metered.
»So at best loses margin
»Non-technical losses are
eventually passed on to all
customers

What happens when un-recorded
usage is identified

*The DISCO compensates the other
Suppliers their portion of the bill.

*The DISCO has to pay for the costs
of the investigation.

April 2007

George Balsamo
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Presenter�
Presentation Notes�
On the face of it there is perhaps a valid commercial argument for a Supplier doing nothing, but let's look at the implications. 

If losses increase it damages the entire industry. Any organization that is a major participant in supply and / or distribution will be affected. 

These “losses” affect profit margins which affects the cost of energy and services and is ultimately passed on to each and every one of us in the form of higher rates.

Aside from that, how would being seen to allow people to "get away with stealing" sit with such an organizations ethical and environmental policies? 

Honest customers expect something to be done to prevent others from getting away without paying. They also expect their safety to be protected. 

UI will always strive to ensure that combating theft is high on its company’s agenda.



�


Business Case Analysis

Who Wins, Who Loses

When Electricity Consumption Is Not reported

A customer's bill is comprised of:

« Supplier: Provides energy to the Distribution Company (wires
company). Supplier costs include generation for metered load,
transmission costs and technical/non-technical losses.

— Supply costs are passed on to the Distribution Company through energy
costs.

» Distributor: Absorbs overhead costs (poles, wires, maintenance,
MBIS, brick & mortar, etc.) and pays suppliers for metered load.

— Includes technical/non-technical losses

» Customer: Pays for the energy they consume. The Energy Price is
set by the supplier. The Distribution Price is set by approved rates.

— Technical/non-technical losses contained within the rates

George Balsamo
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Business Case Analysis

Who Wins, Who Loses

When Electricity Consumption Is Not reported

What happens when a meter is prevented from recording the full value of
energy consumed?

 The “customer” still takes the energy. The Distribution Company is billed at
the system loss level.

e The Distribution Company is paid on what the customer’s meter records
— The shortfall is absorbed by the Distribution Company.

— Non-technical losses are increased & are eventually passed on to all customer’s in
the form of higher rates

What happens when unrecorded usage is identified?

« The Distribution Company compensates the other Suppliers N \
their portion of the billing

« The Distribution Company pays for the costs of the
investigation

George Balsamo
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Business Case Analysis

Industry changes
as Technology changes

» As technology Improves it will uncover material
weaknesses in company revenue streams

» Automation has resulted in less field inspections
» Higher risk for revenue loss

» Higher prices result in more theft occurrences

» lllegal Drug Activity is increasing at an alarming rate
» Energy Diversion is Necessary for Hydroponics Activity

George Balsamo
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Presenter�
Presentation Notes�
As technology advances, it will uncover material weaknesses that before were not known. For example: AMI metering can now determine metered/unbilled losses that were previously unknown. 

There’s a movement in business today to reduce staff through automation. In our business, part of this staff reduction results in our inability to examine our metering equipment on a regular basis. With less staff the risk of revenue loss increases. 

It is not unknown to anyone that the cost of energy has increased dramatically. With this increase comes the reality that the inclination to divert energy will rise. Those that can least afford it may feel that stealing energy is their only option. Others, who can afford these rising costs may not wish to lower their disposable income as it may require lifestyle changes they may not wish to make.

Many in our industry today are well aware of the significant amount of energy needed in the indoor cultivation of marijuana. The use of indoor grow operations is becoming more and more prevalent. Many of these operations are found in up-scale neighborhoods where one would least expect it.

Here are some examples.�


O Business Case Analysis

Attempts of Theft

Consumption History
Upscale Residential Homes

KWHRS Billing Meter Check Meter



Presenter�
Presentation Notes�
Talk about:

The financial status of the perpetrator (It’s not always the poor that steals).

How was this theft uncovered

Talk about the amount of power consumed

�


O Business Case Analysis

Attempts of Theft
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Presenter�
Presentation Notes�
Talk about the amount of work it took to plan the hidden room�


Business Case Analysis
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Business Case Analysis

Free Pay Switch

George Balsamo
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Presenter�
Presentation Notes�
You gotta love this picture.  Love that Pay switch!�


Business Case Analysis

Revenue Protection

Revenue Protections main thrust is to address theft and revenue

loss issues primarily arising from reported incidences from Field
Personnel and from Call Center representatives. But that’s not where it

ends, there are other opportunities to utilize revenue protection efforts to
maximize revenues.

= o _Money is Money %, 256,

@O'/
@

/71)///
B So
It doesn’t matter if Revepue Loss is from lllegal

Actions or Not. It neeéds to be Stopped.

Utilities have an oblig&tton to address these
Issues In the interest of their ratepayers!

George Balsamo
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Presenter�
Presentation Notes�
Remember, Money is Money. It doesn’t have to be limited to theft nor does it matter where these losses are occurring. 



What matters is that we have an obligation to address ALL revenue loss issues. �


O Business Case Analysis

.
~ Revenue Protection
2

sts in Reducing Uncollectibles

Question:

* Who bears the cost of Uncollectible usage if they are
written off?

People who are most affected:
Hardship customer
Low Income customers
Fixed Income customers
People who can’t afford it

Revenue Protection will work with the Collection Dept.
to reduce Uncollectibles

George Balsamo
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Presenter�
Presentation Notes�
Realizing that the cost of writing off uncollectables eventually impacts rates it’s important to understand just who is affected the most by increased rates. �


Business Case Analysis

Revenue Protection
evenue otecCtio

For Theft cases

 Recognize the types of non-technical

losses | _ Prevention Detection
* Determine signs of theft -

e Establish a program

e Conduct an investigation
 Gather control evidence
 Calculate and collect lost revenue

 Document and write energy theft prgsecution
reports

* Provide testimony in litigation and
regulatory hearings

5

5 Components of
Revenue Protection

Correction

Restitution

George Balsamo
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Business Case Analysis

Revenue Protection
What Ul is doing to combat Revenue Loss

D. Pathway

United IIIuminating IS taking a proactive stance on Revenue LosS

Issues. It is our goal to reduce these losses thereby keeping rates
from reflecting ANY theft related losses.

Ul is developing a unique set of tools and processes that enhance and

streamline current revenue assurance activities, thereby offering a
solution to address revenue loss issues. Areas of Focus:

— Locking & Sealing program
 Numbered & bar-coded seals tracked by mainframe
— Ground Level Inspectors

This solution builds upon UI's current programs and provides an
analytical and automated method to detect and manage cases where
electricity is not properly compensated for.

George Balsamo
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Business Case Analysis

Business Case

Understanding
How

_The Business Case:

was Compiled

George Balsamo
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Business Case Analysis

.
Compiling The Business Case

 Executive Summary:

1 page summary of the Business Case

e Business Case

Examine the past success of Revenue Protection using that as the

framework to move forward

Discuss Opportunities: What can Revenue Protection do that isn’'t being

done today
Describe Costs: What it will take to do it

Show the projected financials
« Determine - At what point do returns diminish
e Show the bell curve

» Use Graphs

April 2007

George Balsamo
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Business Case Analysis

/
E. Business
Case

Examine Past Successes

Revenue Protections main thrust is to address theft and revenue
loss issues primarily arising from reported incidences from
Standard Field Techs and from CRC representatives.

eturn on

Re-Secured
Revenues

Retroactive
Billings

ully Load
Year Investigations Staffing / Costs

Investment

2001
2002
2003
2004
2005

5YrAve

Backlog
@ 25%

April 2007

$491,090
$481,486
$410,530
$448,338
$562,667

$367,618
$395,323
$239,024
$307,686
$484,507

$573,526

135.42%

$478,822 $358,83 $680,470

$89,707 $170,117

George Balsamo
The United llluminating Company


Presenter�
Presentation Notes�
Looking at past activity explain how you got here.�


Business Case Analysis

- Aggregated Revenues
2000-2005 Past Success

- = = — -

$10,000,000 $9,299,000 ==
gy

)

$9,000,000 |

$8,000,000

$7,000,000

$6,000,000 -

$5,000,000

$4,000,000

$3,000,000

$2,000,000

$1,000,000 - (

$0
2000 2001 2002 2003 2004 2005 Aggregate

‘.2005 [ 2004 [12003 [12002 [W2001 [02000 ‘
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Presenter�
Presentation Notes�
Regained revenues were recovered at a rate of 80% per year�


Business Case Analysis

E
Opportunity and Desired Outcome

Opportunity

> To Increase Revenues Desired OQutcome
» From Billed / Uncollected > Approval to Increase Staffing
Accounts ‘0 Add
> From Metered / Unbilled o ress
| ocations » Access / Landlord Issues

» Fraud / Identity Theft

» To Reduce First Tlme Lockouts > Approval to Enhance Current
» Landlord Information Systems
» Access Legislation

» Approval to Acquire New

» Address Potential Safety Reporting Systems
Hazards by Reducing lllegal
Wiring Conditions » Approval for ID Verification &

Bad Check Processing

George Balsamo
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Business Case Analysis

Opportunity
Billed / Uncollected Accounts

E. Business
Case

* A review of our collections efforts showed a maximum
effectiveness was achieved by the third attempt to
disconnect for non-payment

— Intervention by Revenue Protection at that point was assumed to
have a 20% success rate on the remaining balance of
uncollectibles

* Accounts where proper ID was not received results in field
orders to disconnect. An assessment of unsuccessful
attempts to disconnect reveals up to 15% of this
population remained active

— A 20% success rate was considered at an average of $150 per
location (3 months of billing)

George Balsamo
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Business Case Analysis

Sy
= Metered Unbilled Locations

* A review of metered unbilled losses was split into 3 categories

— >5,000 kwhrs
— 2,000 - 5,000 kwhrs
— <2,000 kwhrs

* A 25% success rate was assumed on the 2 categories above
2,000 kwhrs

— Utility service would be disconnected

— The assumption included backdating customers into these locations

— Customers would not be instated until payment was received up front
for those services

George Balsamo

April 2007 The United llluminating Company Slide 28



Business Case Analysis

g
= Reported Diversions

 Examination of the past 5 years provided an average of
the number of diversion reports sent to Revenue
Protection as well as the average number of reports
completed on a yearly basis
— The current backlog of reports revealed an additional 25% of the
average existed.

— Using a 5 year average of billings per account suggested
additional revenues that were available but placed “on hold”
e Given the increasing costs of energy a nominal 5%
Increase in revenues and field activity was projected
— Following a reasonable bell curve this increase was projected over

a period of four (4) years then a slow decrease was projected over
the following four (4) years until a “maintenance” phase exists

George Balsamo
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Business Case Analysis

— Opportunity

Commercial Audit

* A complete audit of our system occurred in the mid 1980’s

— All C&l accounts were inspected and secured with HD Locking
devices

— An operating procedure verifying all wiring & multipliers was

adopted and utilized for all transformer meter installs and
exchanges

« All C&l metering was exchanged during a system wide
deployment of AMI metering

* In 2006 an outside company was brought in to perform an
audit of our C&I metering

— We wished to correct any anomalies missed during these prior
visits with the intention of validating our C&l metering systemwide

George Balsamo
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Business Case Analysis

Opportunities

E. Business
Case

Financial Impact

REVENUES

# Accounts Billing Anticipated Anticipated
Illegal Use Worked per Account 235% Success Billing Secured
5250000 20% = 5,000 Esvhrs (200 accounts) 200 51,250 5312.50 562,500 593,750
5125000 30% 2.000-5.000 Ksvhrs (300 accounts) 300 5417 5104.17 531,250 546 875
5375,000 23% 500 5750 S5187.50 503,750 5140.625
S570,000 50% = 2,000 Esvhrs (300 accounts) 500 5140 S514.00 57.000 510,500
# Accounts Billing Anticipated Anticipated
Disconnect Non-Pavment (DNP) Worked per Acconnt 20% Success Billing Secured
S800,000 1,000 S800 S1a60 5160.000 5240000
ID Verification
Cost # Ingueries Costper 1D
525,740 Basic Service - New 39,600 5065
563360 Basic Service - Enhanced 39,600 51.60
555 440 Current Cost 39 600 5140
56,000 Rewv. Protection Research 53.00/per 2,000
(529,700 Savings - Basic
37,920 Savings - Enhanced
# Accounts Anticipated Anticipated Anticipated
Cost C&I Andit Worked Leads Billing Secured
595 000 30,000 40 560,000 590,000
George Balsamo
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Business Case Analysis

E. Business
Case

Opportunities
Financial Impact

Additional Ed.. Training,
Retroactive | Re-Secured  Return on Diversion Svstem Personnel & & System
Initial Phase Billings= Revenune Investment Reports Reports Fguipment Enhancement

2004 {(Backlog)
Standard Backhilling 5360 (00 5675 000 641 160 Current Salaries £10.000 Svrstems
Billing from Backlog 3 - Field Imvestigators | (Lockout Databass)
(160 Reports) 500,000 5135000 3 - Office Support
[llegal Usage Report 300 54,700 Training
(230 accounis) S427.736 535 000 05 Train'g
(230 accounts) ID Check
DNP Locations 5 500 3 Vehicles/Equip. 550,000 C & I Aundit
C & I Audic 573, 510,000 Workflow
Projected Total Year2006 | $630.500  S1.020.000  68.48% | 180138 | ... S63600 $69.700

o7
Standard Backbilling 5472500 5850,500 34 Current Salaries 120,000 Swstems
ID OFF Orders (140) 20 3 - Field Imvestigators | (Display, Hist. & Lind Data)
(28 @ 5150 ea.) 54,200 56,300 3 - Office Support
[llegal Usage Report 512,700 Training
(300 accounts) 300 2664.620.00 510,000 085 Train'g
{300 accounts) 56,000 D Check
DNFP Locations D00 Vehicles/Equip. 545 000 C & I Aundit
C & I Audit 510,000 Workflow
Projected Total Vear2007 | §782.430  S131542% 6047% | 2081 | SLo00 $83.700

2008
Standard Backbilling 5496125 5893.0235 8383 Current Salaries £10.000 Swstems
ID OFF Orders (140) 40 3 - Field Investigators | (History Mhzint=nance)
(23 @& 5150 ea.) 54 20 56500 3 - Office Support
[llegal Usage Report 512,700 Training
{300 accounts) 300 S704.497 510,000 05 Train'g
{300 accounts) S0 56,000 I Check
DNP Locations 100 Vehicles/Equip. 515,000 C & I Aundit
C & I Audit
Projected Total Year 2008 T0.89%4% 3113 £1.060 £43,700

Projections through Year 2016
George Balsamo
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Business Case Analysis

Revenue Protection
Getting Started

5 “You don’t know where you are going - until you know where you have been”

George Balsamo

e eaenens @) revmesmessmssmesmesns e

‘- Be Reasonable

:« Be Conservative
: with estimates

and what you

7’ : . :
. h . . . : can achieve :
./ ' | \‘ \ % eeccccsccsccsccsce :.................'
i Y B \ :

Calculate Operating Expense . . .
/ ! . ( : )
. 4 I I ' \
& — . \
2 Cost of Living Increasef,/yr , \‘ .
Q)é\ y . ‘ * s
K :
N | Yearly Salary Increases/yr | ! y DEEEING [RESIVET]
v \ Potential per year
— " 10% - 15% - 20%7???
» Additional Personnel Support ¥
» Training/Other Overheads

George Balsamo
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Presenter�
Presentation Notes�
Looking at past activity explain how you got here.�


Business Case Analysis

Planning Summary

* Provide adequate staffing, systems, equipment and
other resources to effectively address all revenue
loss issues

« Staffing to increase to address all lockouts caused
by DNP, GCN & ID OFF orders and to address
issues of mail fraud, returned checks and identity
theft.

« Systems and information resources required as per
staffing.

« Associated vehicles, tools, equipment and other as per staffing.

« Appropriate training, awareness programs, advertisement and similar expenses
as required.

« Maintain a breakeven or better after tax rate of return throughout this process.

George Balsamo
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Presenter�
Presentation Notes�
This significant increase in workload is more labor intensive than normal day to day activities. To incorporate these tasks into the Revenue Protection function additional staffing would include three (3) office personnel, of which paralegal experience should be considered for one of these individuals. This would provide the latitude needed in addressing these difficult locations. Field requirements show the need for up to three (3) additional investigator positions. �


Business Case Analysis

.
Staffing and Other Costs

* Review current staffing levels and associated costs

— Add additional staffing and costs that can be changed as needed

— Allow a 6% salary increase per year to accommodate for base
raises and yearly evaluation increases

Factor in additional vehicle expenses & maintenance

Include the necessary training for new and existing
personnel » Staffing - Management

— Meter schools, certification courses, > 3 - Investigators

. *>Vehicles, Tools & Equipment
Revenue Protection conferences and
training seminars > 3 — Office Personnel (paralegal)

= Office Space, Terminals, Supplies
— Internal training

» Training
° SyStemS *> Revenue Protection Training for all Personnel
#» NURPA - IURPA Conference & Training seminars
S # IURPA Certification Programs
Safety #» ECNE Meter & Revenue Protection
0 # ECNE Meter School — Technology in Transition
- M eterl ng # Systems & Program Training
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Business Case Analysis

Examine Staffing Costs

Eocpent & Stafing Formula Base — automatically
Calculates expense based on

R225 000 Cur rent New P oadary Staff levels.
$132 0] Ciffice - Level 4 2 |
E10E D DImrvestizator - Level 4 3 B (el

¥ 7.2 0oL Semior Office - Level & 1 $ 72 000
527,00 Per Year Total

. .. . Edw ation & Traini

402 000 2006 Additional Salaries {Total) P S PR
. - L. ) B T - - E o
3-1-1_"?12']‘ 2007 {l?:'ll !.I‘.'I:F-EE..-‘E::I £ 700 WURPA 3vear 3 P00
3451687 2008 { 6% increase) 33,000 Cantification Jvear 3 51,000
54T TEE 2008 { 6% increaze) 52000 ECKE Msmr Schonl Zosar @ 51,000
075G 2010 { 2% increaze) o 00 Uil s Tratsng e @ 51 000

512 Tl
Amnual Increase @ 6% (Investigator) Ourzide Awarenes: Tramme

TR 207 5100 pemon Law Enforcermeny Officlaly, Promoostars, i

574,158 208

ETR AT 20 Svitem Enhancement - SAP

P . $50,000 Cheomologic Disphiy Screen(s)

383323 2010 CEOTAEE TPl .

’ 330,000 Retrievable Hisonical Dats
c e . 35 Landlosd Derzhaze
Vehirle: Equip. 52 Lockow Danase
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Business Case Analysis

OFFICE \ YW S/
Aveg. Completion Total Total Total
Time Order Type # Ord ers Minutes Hours Davs
30 Order Enfrv - Backdate TV'On 300 15000
15 Order Entry - IDOFF 100 1,500
5 Order Enmy - INV TOS 300 2500
5 Order Enov - INVMN, INVERR., etc. 1.000 3.000
Schaduling & follow up of Illegal Usags
120 & all field orders (240 work davs) 240 28.800
15 LLND Research 1.000 15000
5 LLIND letters 1,000 5000
] Fecord Mgt (lind's, accessinfo) 1,000 5,000
10 Case Mgt 2,500 25000
15 Phone Contacts 3.000 45000
10 Field Contacts - Provide Info 1,000 10000
10 Field Contacts - Gather Info 1,000 10000
30 Contact w' custotners, landlords, etc. 500 15000
120 Eesearch (Fraud) 300 60000
&0 Fesearch (Other-TNilegal Use GCIN, DINP) 300 30000
30 Billing review & caladation 500 15.000
287800 4. 547 568
Material act Ord ers Hours Worked
83,508 10%: Reduction in GCIW & DINP orders (Grade 6 524 314 200 100
%3393 2005 Bad Checlk Leatters = 181 181
30,050 2005 Potential Revenus from Check Procadurs 181 (330/account based on aveg. monthlv billing)
317980 DNP Orders = 3 Lockouts (Grade 6 pay + 48%: benefits) 1000 500
$20.700 Savings on Instant 1D
S200.0000 Eeducad Losses from DINP's A coessed (Wholesale) (160000 Billed = 240000 Secured)
3125000 Reducsd Losses from Illegal Usage Accessed (Wholesale) (100000 Billed + 150,000 Secured)

33858.730
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Business Case Analysis

Determine Workload

STAFFING REQUIREMENTS
AVAILABLE WORK DAYS
240 -Woaork Days

12 - Holidays
15 -Vacation Days
5 - 5ick Days

6 - Inside Training / Meetings (Days)
4 - Qutside Training (Days)

198 - Available Days // Available Hours -1584

NEW INVESTIGATORS

Avg. Completion Total Total Total
Time (minutes) Order Tvpe # Orders Minutes Hours Davs
30 IDOFF 140 4.200
30 Illegal Usage 500 15,000
30 DNP 1,000 30,000
180 EDR (Average completion time - 60% of 540 97.200
900 EDR's shifted to new investizators)
30 Mise. Work & Other lockouts (20/'month) 240 7.200
30 Town Hall 500 15.000
Total Orders 2.920
15 Windshield Time (per job) 31,920
40 Windshield Time (start/stop) 7920
60 Office Time 11880
30 Breaks 5940
226,260 3,771 471
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Business Case Analysis

.
Staffing and Other Costs

e Qutside Awareness Training
— Law Enforcement — Local & State officials — Prosecutors — PUC

 The more they understand the more likely they’ll respond to
your needs

* Added work results in additional revenue to the company
* Spend money to make money. These people are valuable

e« System Enhancements
e This is your “wish list”
« What programs or formats would enhance RP’s ability to
decipher and address losses

— Historical data — Landlord info — Lockout info — Unbilled usage
— Management / Case reporting system

George Balsamo
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Business Case Analysis

Systems

Mainframe

Streamlined Order Entry
- Provides Minimal Steps for Entry
- Raised Efficiency Globally
Improved Customer / Location Information
- Allows the Ability to Examine what has Occurred at that Address
(Multiple Charge Offs for Possible Fraud)
Easily Retrievable Account/Customer History
- Provides a better Picture of Customer Profile
(# Disconnects, Theft, Broken Arrangements, Bad Checks, Lockouts)
Landlord Input to Database
- Increased Access to Equipment
Bad checks
- Notify Customer (in house) when First & Second Returned Check is Received
- Do not Recognized Third Check Payment Until Check Clears
Does Not Affect the Disconnect Process
Expected Benefit $12,000 Annually

George Balsamo
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Business Case Analysis

Systems cont.

ID Verification
- Review current ID Verification for Possible Replacement
Provides Information from a Variety of Databases
Review current system and compare for possible cost savings
“Nickels and Dimes add up for High Volume activities”

Additional Programming
- Multiple Lockouts
Ability to Prioritize Biggest Offenders
- Prioritized Information - Geographical
Ability to Sort Data

Additional Reporting Systems
- Measure Work Flow / Work Assignments
- Access Success / Failure
- Accounts Disconnected
- Dollars Collected
- To be Imported into Current Case Management System
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Business Case Analysis
/ .
_ Revenue Protection
Forward Staffing 2006 and Beyond

Annualized Revenues vs Yearly Operating Expences
2 Additional Personnel

1.400,000 51,400,000

1.300,000 51,300,000
,,--""‘"_ A
1.200,000 / 51,200,000
1,100,000 / 51100000
1.000,000 LR :
M (13 41
/ Regained Revenue “Profit
QO0.000 / - S900,000
S00,000 / 5800,000
TO0.000 Y e 5700000

/ '
a00.000 / 5600 000
S00,000 S300 000

- 5 T 5 = P S Tisls 1y 1 =T Y Syl T 4 A S T A
2006 200 2003 2000 2010 2011 2012 2013 2014 20135 2016
Apnualized Bevenuss S200.307) 5491.756| 5739, 734 5044 300| 51, 102,74 51, 20003 51,251, 14 51,261 27 51,266,979 51,271,532 51 275.1
Yearly Operating Expences| 397,362 | 766,470 | 670,007 | 600,873 | 701,282 | 602,148 | 581,360 | 611,733 | 633,046 | 631,364 | 682430
— Annualized Fevenues Wearly Operating Expences
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Business Case Analysis

Annualized/Aggregated
Revenues

Regained Revenues are an important benefit from a
Revenue Protection Program.
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Presenter�
Presentation Notes�
Regained revenues were recovered at a rate of 80% per year�


= Business Case Analysis
Revenue Protection
Anticipated Recovery and Cost

Annual Revenues vs Yearly Operating Costs

$2,500,000 Understanding your Recovery Potential and Operating Cost

$2,000,000

$1,500,000

$1.000,000 ||

$500,000 1|

$0-

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

@ Annual Revenues @ Yearly Operating Expences
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Presenter�
Presentation Notes�
Graph the anticipated revenues against operating costs showing the bell curve.�


= Business Case Analysis
Revenue Protection
Anticipated Recovery and Cost

Annualized Revenues vs Yearly Operating Expences

$6,000,000 Understanding your Recovery Potential and Operating Cost

$5,000,000

$4,000,000

$3,000,000

$2,000,000

$1,000,000 I

$0-
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

O Annualized Revenues m Yearly Operating Expences
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Presenter�
Presentation Notes�
Then show the projected operating costs as they apply to annualized revenues�


Business Case Analysis

- _
Revenue Protection
Anticip

ated Recovery and Cost

Aggregated Revenues vs Operating Costs

$50,000,000 - .
$45,000,000|
$45,000,000 - - | \
$40,000,000 -
$35,000,000 -
$30,000000 Aggregated Revenues B4
$25,000,000 -
$20,000,0001 Annual Re-Secured Revenues .
$15,000,000- N
/\
$10,000,000- — — [
== EEES
$0 ,m ‘ ‘ ‘ ‘ ‘
2006 2008 2010 2012 2014 2016 Total
Operating
02016 201502014 02013 m2012 @2011 m 2010 02009 m 2008 m 2007 O 2006 Expenses
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Presenter�
Presentation Notes�
Lastly, show the aggregated benefit over the lifespan of the program moving forward�


Business Case Analysis

Revenue Protection

Actual Recovery and Cost

Regained Revenue “Profit”
$2,500,000- $2,071,000 /‘ t
$1,946,000
$1,800,000
$2,000,000 $1’650'500
ﬂ > >/
=]
o Y $1,266,000
$1,500,000 % TOD'
(]
| $954,000 £ 2 - >
S J o oz
o P ) 5
oD 2 2. -
1,000,000 L $821,000 g 3 ®
|22 m T c T >
= = X o > @ ek =)
®© o [l S m 5
38 = e $347,000
$500,000- ® = Y] o
- (¢}
D
>
(2}
D

2006 2007 (Jan-Aug)
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Presenter�
Presentation Notes�
Lastly, show the aggregated benefit over the lifespan of the program moving forward�


Business Case Analysis

Revenue Protection (RECAP)

Revenue Protection Drivers

Rising Energy Costs

Obligation to Ratepayers, Stockholders, Suppliers, and Employees
Improved Data and Theft Detection Technology

Increase in Unbilled Usage as a Result of Virtual (Soft) Disconnects

It Makes Good Business Sense

Helps Prevent Safety Hazards for Public Service Agencies
High Return on Investment (ROI)
Protects Against Fraud

Detects Theft Occurrences
%Assists in Reducing Uncollectibles
What Needs to be Done

Need to Focus on Revenue Protection (Staffing, Data Mgmt, Remote Disconnect)
Need for Legislative and Regulatory Changes

Need to Share Best Practices Among Utilities

Increase Revenue Protection Staffing Levels

Support & Participate in Revenue Protection Organizations
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Business Case Analysis

United llluminating participates and
recommends that you do too

TILITEES REVENUE PR
5

\\\177/7,
_\ | s

AUSTRALASIAN

UTILITIES

- Pt
~

PROTECTION
S A
ASSOCIATION
George Balsamo
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Business Case Analysis

Global Initiative

Algeria
Argentina
Australia
Bahamas
Barbados
Brazil
Buenos Aires
Canada
Chile
China
Columbia
Ecuador
Germany

India
Indonesia
Ireland
Israel
Jamaica
Kenya
Kuwait
Mexico
New Zealand
Nigeria
Peru
Portugal
Romania

Singapore
South Africa
Spain
Switzerland
Tanzania
Ukraine
United Kingdom
United States
Venezuela
Virgin Islands
West Africa
West Indies

April 2007

George Balsamo
The United llluminating Company
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Business Case Analysis

“Revenue Protection Makes
Good Business Sense...”

Thank You

George A. Balsamo
Meter Security Manager
The United llluminating Company
157 Church Street
Mail Stop 10-B

New Haven, CT 06510

Phone (203) 499-3201
Fax (203) 499-3286
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