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Business Process Improvement for LDCs

Natural gas local distribution companies (LDCs) continue to be faced with attrition, or at best slow growth,
volatile commaodity prices and uncertain demand, shrinking margins, and continued competition from
electric. Addressing these issues can be challenging, particularly for companies with a traditional utility
mindset and culture and investments often steeped in the legacy of a 100+ year old company.

Taking a fresh look at what you do, and how you do it, is good for shareholders, customers, and
employees. Companies tackling these issues from the process/function level, how the work actually gets
done, have seen immediate and sustained results in three areas—financial performance, customer
service, and culture. Shareholders benefit from improved operating efficiencies and a more competitive
cost structure; customers benefit from improved customer service and lower (or more slowly increasing)
rates; and employees benefit from additional opportunities and improved tools and by becoming more
engaged in a new culture where continuous improvement is the objective and it is okay to try new things
and change.

ScottMadden’s has a proven Business Process Improvement (BPI) method for LDCs to review and
improve their core business. Through this method, ScottMadden has helped clients define many
improvements to their business, including:

Consolidating call centers

Improving field operations productivity and effectiveness

Centralizing back office operations

Establishing more efficient billing, payment, and collection processes

Sourcing more strategically

Increasing employee engagement

One of our clients, a leading LDC, continues to recognize the BPI process in investor communication for
contributing to its increasing operating income per employee. This LDC improved from $48K operating
income/employee in the year prior to the process Operating Income/Employee

(kicked off January 9, 2004) to $84K operating ($ Thousands)

income/employee in a recent year. The fact that  ¢00

this figure continues to increase is a testament to
the environment of continuous improvement that
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positive change in how employees do their jobs. 2003 2004 2005 2006 2007 2008
This was best stated by a project team member:

“[this project] was a springboard for our future...there is no way (culturally, teamwork, open and honest
communication, etc.) that we would be where we are today without it.”

1 Smart. Focused. Done Right. Scottmadden

Copyright © 2017 by ScottMadden, Inc. All rights reserved. MANAGEMENT CONSULTANTS

580



The ScottMadden BPI method consists of four steps:

Assess and Analyze
Current State

2-3months

# Define and document
processes

& Perform analyses

& Prepare current state
findings and conclusions

Develop Vision for
Future State

1-2 months

@ Determine design criteria

@ Develop future state
business processes and
best practices

# Define supporting
infrastructure and
organization

4 Specify recommendations
and initiatives

Analyze Needs and
Plan Implementation

2 months
4 Create business cases

4 Planimplementation

4 Quantify expected
business results and
budget implications

Deployand Execute

Ongoing

Communicate approved
initiatives

Implement plans

Monitor the
improvement actions

* ¢ o

Monitor implementation
quality

Presentthe output of each phase, including final recommendations, to a Steering Committee for approval

ScottMadden’s support includes providing the methodology, supporting project management, facilitating

and performing analysis, offering best practices, supporting communications and change management,
and helping to develop deliverables.

For more than 25 years, clients have trusted ScottMadden to provide guidance as they face the
challenges associated with growing, consolidating, acquiring, or just aspiring to do what they do better.
They trust our people, methods, and solutions; and they trust us to see them through, start to finish.

Meet with us, and let us put more than 25 years of trusted business consulting to work for you. For more
information, contact Ed Baker (edbaker@scottmadden.com) or go to www.scottmadden.com.
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