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Suburban Natural Gas Company
14-316-GA-UEX

Certificate of Accountability

As ordered by the Public Utilities Commission of Ohio (PUCO or Commission), the Staff has
completed the required audit of Suburban Natural Gas Company (Suburban or Company)
Uncollectible Expense Rider (UEX) rates for January 1, 2012 through December 31, 2013. The
Staff audited the material as set forth in the Commission Entry in Case No. 14-316-GA-UEX.

Our audit has revealed certain findings, as discussed in this audit report, which should be
addressed in this proceeding. The Staff notes that at the time of preparing this report, unless
otherwise noted, Suburban accurately calculated its UEX Rider Rates for the time period
discussed in this report. The Staff has performed investigations into these specific areas and
- respectfully submits its findings and recommendations.

Wm. Ross Willis
Chief, Rates Division

Public Utilities Commission of Ohio
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Suburban Natural Gas Company

Uncollectible Expense Rider

In Case No. 07-689-GA-AIR, The Suburban Natural Gas Company (Suburban) filed an
Application to Increase Rates (Application) with the Public Utilities Commission of Ohio
(Commission). The application, among other things, sought approval to establish and
implement an Uncollectible Expense Rider (UEX or UEX Rider). On March 19, 2008, the
Commission issued an Opinion and Order authorizing Suburban to establish and
implement an initial UEX Rider of $0.07012727 per MCF, which became effective on
April 17, 2008.

Since that time the Company has filed annual updates to adjust the rider rate and the

Commission has authorized such subsequent revisions. The history of Suburban's UEX Rider is:

April 2008 - July 2009 $0.07012727 per Mcf
August 2009 - October 2011 $0.08641518 per Mcf
November 2011 — June 2012 $0.05699811 per Mcf
July 2012 — June 2013 ($0.04149040) per Mcf
July 2013 — Current ($0.02562855) per Mcf

On May 30, 2014, the Company filed an application in this case to revise its UEX Rider
to $0.00133 per Mcf. On July 7, 2014, the Commission approved Suburban’s application.
During the time between application and approval, Staff performed a preliminary review of the
data provided by the Company to insure the adjusted rider calculation was just and reasonable.
Staff comments filed on June 17, 2014 recommending that the audit cover the monthly
uncollectible expense balance, write-offs and recoveries be adjusted as necessary for future UEX

Rider applications.
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In this audit, Staff began with the verification of the amounts filed by Suburban in its
Annual Balance Reconciliation (ABR) calculations for the audit period. The ABRs were filed as
attachments to the Company’s UEX applications in Case No. 13-316-GA-UEX and 14-316-GA-
UEX. Staff verified the accuracy of Suburban’s accounts and calculations used in their UEX
applications filed during the audit period. The Company’s ABRs are listed as Attachment 1 to
this Staff Report.

Staf“f continued its audit with a review of Suburban’s collection policies. Per internal
collection practices, if a customer fails to pay their bill within 14 days after the date of mailing, a
letter is sent to the customer advising them that if they do not make payment arrangements
within 30 days, their account is liable to be turned over to an Outside Collection Agency (OCA).
If no payment arrangements are made within 30 days, the account is submitted to the OCA. Any
monies recovered by the OCA are credited to the customer's arrearages. Suburban writes off non-
pay accounts in December of each year. Accounts over 365 days past due are written off and
considered as part of the UEX Rider.

Staff believes the time-frame to write-off an outstanding balance is too long. In
comparing the Company’s write-off policy to other local distribution companies (LDCs) serving
less than 20,000 customers, Staff has recommended that the LDCs write-off accounts for non-
payment at a minimum of 60 days to a maximum 180 days. !

Next, Staff continued its audit with the examination of Suburban's 2012 - 2013 Bad Debt
Account Listing which covered the period from January 1, 2012 through December 31, 2013.
For that period of time, 398 accounts were marked as "Bad Debt" for a total write off of
$90,432.91. The totals coincide with the ABR’s filed in Suburban’s UEX applications listed
above. Staff then randomiy selected several customers from the Bad Debt Account Listing and

requested their complete billing histories. Customers included in the Bad Debt Account Listing

are those who have not made a payment on their account for at least one year. For each customer

! Case No. 13-310-GA-UEX {Glenwood Energy of Oxford, Inc.), Case No. 12-309-GA-UEX (Northeast Ohio Gas
Company), Case No. 12-312-GA-UEX {Orwell Natural Gas}, Case No. 14-313-GA-UEX (Piedmont Gas Company), and
Case No. 09-217-GA-GCR {Waterville Gas and Oil Company).
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selected, Staff verified that monthly charges and payments were properly applied to the account

balance.

Staff then verified that for each account examined, the Bad Debt Account Listing
accurately reflected the amount of the final payment made, the date when the final payment was
made, and the final balance included for write-off.

Staff conducted a detailed examination of Suburban’s Recoveries - Other account to
verify collection recoveries from Bad Debt Write-Offs are properly recorded. The Recoveries —
Other account takes into consideration payments received from customers that have been written
off and have made payment directly to Suburban or to the OCA. The Recoveries — Other
account is part of the calculations in determining the ABR balance. The examination confirmed
Suburban’s accounting procedures in calculating this account.

However, Staff believes that Suburban’s procedure in reporting the transfer of an UEX
account balance to an active account should be reported in the Bad Debts Written-Off line item
instead of the Recoveries — Other account. Balance transfers are not a recovery mechanism, and
therefore should be reported in the aforementioned line item.

Staff compared Suburban’s reported UEX Sales Volumes with their reported GCR Sales
Volumes. Staff determined that Suburban’s UEX Sales Volumes as accurate based on Staff’s
audit of GCR Sales Volumes in Case No. 14-216-GA-GCR.

Staff then calculated Suburban’s UEX Sales Volumes with their approved UEX rider rate
for each month of the audit period. Staff determined that Suburban properly calculated the UEX
Sales Volumes with the corresponding monthly UEX rate.

Continuing from the last audit report in Case No. 12-316-GA-UEX, Staff confirmed that
Suburban did not include the Gross Receipt Tax to the UEX rider during this audit period.
Suburban pays their collection agency for collection recovery costs, both UEX and non-UEX
collections through the Company’s base rate.

Attachment 2 of this Staff Report shows Staff Calculations of Suburban’s UEX ABR.
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Conclusion

Staff’s audit of Suburban’s UEX account determined that the Company appropriately
applied the UEX rider rate with the Annual Sales Volumes to their Recoveries-Bad Debt Rider
account.

Staff confirmed the number of accounts and the amounts written-off during the audit
period.

Staff verified that accounts written-off during the audit period were greater than 365 days
since the last payment on the account.

Staff confirmed that customers making payment to their UEX arrearage are properly
credited.

Staff confirmed that payments made to the OCA are paid through its base rate, and the
Gross Receipts Tax was not billed through the UEX Rider.

Recommendations

Staff recommends that Suburban change its policy to writing off an account balance from
365 days to a maximum of 180 days but no less that 60 days from non-payment.

Staff recommends that Suburban change its procedure in reporting UEX balance
transfers. Staff believes that UEX balance transfers should be reported in the Bad Debt Written-

Off account instead of the Recovery-Other account.

Staff recommends that the January 2014 beginning balance be set at ($24,050).
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