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Pitzer/Duke Volume I 

BEFORE THE PUBLIC UTILITIES COMMISSION OF OHIO 

In the Matter of the 
Complair^t of: 

Jeffrey Pitzer, 

Complainant, 

VS . 

Duke Energy, Ohio, Inc., 

Respondent, 

Case No. 15-298-GE-CSS 

PROCEEDINGS 

before Ms. Sarah Parrot, Hearing Examiner, at the 

Public Utilities Commission of Ohio, 180 East Broad 

Street, Room ll-D, Columbus, Ohio, called at 

10:00 a.m. on Monday, February 1, 2016. 

VOLUME I 

ARMSTRONG & OKEY, INC. 
222 East Town Street, Second Floor 

Columbus, Ohio 43215-5201 
(614} 224-9481 - (800) 223-9481 

Fax - (614) 224-5724 

— — — 

Armstrong & Okey, Inc. - www.aando.com - 614-224-9481 

http://www.aando.com
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1/29/2016 11312 Orchard St - Google Maps 

G o gleNiaps 11312 orchard st 

Sharonville, Ohio 

Street View-Jul 2011 

image capture: Jui 2011 © 2016 Googie 

^ ^ 1 1 3 1 2 Orchards^ 
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1/29/2016 11314 Orchard St - Google Maps 

G o g l c M a p s 11314 orchard st 
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image capture: Jul 2011 © 2016 Googie 

Sharonville, Ohio 

Street View-Jul 2011 

nSlZOrchard 
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1/29/2o^& 11316 Orchard St - Google Maps 

G o g l e M a p s 11316 Orchard st 

image capture; Jul 2011 © 2016 Google 

Sharonville, Ohio 

Street View-Jul 2011 
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1/29/2016 11318 Orchard St - Google Maps 

G o g l e M a p s 11318 Orchard st 

Sharonville, Ohio 

Street View-Jul 2011 

Image capture: Jui 2011 © 2016 Google 
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1/29/2016 Google Maps 

Imagery ©2016 Googie, Map data ©2016 Google 10 ft 
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COUNTY AUDITOR ON-LINE 
Hamilton Courdy Auditor Dusty Rhodes 

138 East Court SL, Ondnnati, Ohio 4S202 - (513)946-4000 - dusty.ihodes^use.net 

Oisline Piopeity ficoess 

PaiccI ID 
608-0001-0021-00 

Images 

Addiess 
11312 ORCHARD ST 

I.(ide): Oidei 
Parcel Number 

Tax Yeai 
2015 Payable 2016 

I Want To... 
start a New Search 
Email the Auditor 
View the Online Nelp 
Auditor's Home 

6080001002100 12/10/2008 

r).,i;:.;|;il-iP,l .;r-lS/0L/OH 

EXHIBIT 



Account Number 0120-0420-20-5 

For less detailed b'ltling informa^on on 
your monthly bill, check box an right 

Estill Easterling 
11312 Orchard St 
Cincinnati OH 45241-1915 

10 02 

HeatShare Contribution Amount Enclosed 
[for Customer Assistance) 

PO Box 1326 
Charlotte NC 28201-1326 

EXHIBIT 

Hoo ooQQoaMBae? 0 1 5 0 0 4 2 0 ^ 0 5 w ^ ^ y E u i i Q o o o o o a s a s s ? 

HEMINDER NOTICE Page 1 of 2 

Estill Easlerltng 
1l3120rchard 
Cincinnati OH 45241 

Duke Energy 513-421 -9500 0120-0420-20-5 

PO Box 1326 
Charlotte NC 28201-1326 

Payments after Sep 02 not included Bill prepared on Sep OS, 2011 
Next meter reading Oct 03, 2011 

REMINDER - Did you overlook paying last month's bill? Unless you paid your bill recently, please give 
this your prompt attention. 

Gas 000999214 Aug 03 Sep 01 
Elec 106188883 Aug 03 Sep 01 

Usage - 6 CCF 
Duke Energy - Rate RS $ 36.85 
Current Gas Charges 9 36.85 

Gas Cost Recovery $0.59692900/CCF 

Usage - 486 kWh 
Duke Energy - Rate RS 
Current Electric Charges 

$ 66.33 
$66.33 

Amt Due - Previous Bill 
Late Payment Charge(s) 
Balance Forward 
Current Gas Charges 
Current Electric Charges 
Currant Amount Due 

$ 143.49 
g.15 

145.64 
36.85 
66.33 

$248.82 

This month's Gas Cost Recovery (GCR) charge for customers purchasing their natural gas from Duke 
Energy is $0.5969290 per CCF, virhich Includes a base GCR of $0.5691000 and Ohio excise tax of 
$0.027829. 

REMINDER NOTICE 

Sep 27, 2011 $248.82 



REMINDER NOTICE 
LfSJ:,;:.:.';s 

Page 2 of 2 
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Estill Easterling 11312 Orchard 
Cincinnati OH 45241 

0120-0420-20-5 

OUR TRAINS ARE CHANGING STATIONS: The Duke Energy Holiday Trains are scheduled for an 
early anival this Novemt>er 5th through December 24th at the Cincinnati History Museum. Look for more 
details and Information on FREE admission - in your October Duke Energy bill. 

Order your FREE compact fluorescent light bulbs today! Call 1-800-943-7585 and choose option l.or 
visit www.duke-energy.com/freecflsl to see if you are eligible. 

PRICE TO COMPARE: tn order for an average residential customer to save money, an eleclric supplier 
must offer a price lower than 8.87 cents per kWh. Your Price to Compare may be different based on 
your usage, visit www.duke-energy.com to calculate your Individual Price to Compare or contact Duke 
Energy for a written explanation. 

Gas 
Meter -
CCF Usage -

Aug 03 - Sep 01 
29 Days 

Electric 
Meter-
kWh Usage-

Aug 03 - Sep 01 
29 Days 

000999214 
6 

106188883 
486 

CCF Gas Us«g« 

Duke Energy 
Rate RS - Residential Sen/ice 

Rxed Delivery Service Charge $ 25.33 
Usage-Based Charge 

6 CCF @ $ 0.03272800 0.20 
Gas Delivery Riders 7.74 
Gas Cost Recovery 

6 CCF @ $ 0.59692900 3.58 

Duke Energy 
Rate RS - Residential Svc-Summer 

Distribution-Customer Chg $ 5.50 
Delivery Charges 

Distribution-Energy Chg 
486 kWh @ $0.02212600 10.75 
Delivery Riders 6.57 
Total Delivery Charges $17.32 

Generation Charges 
Generation Energy Chg 
486 kWh @ $0.04234500 20.58 
Rider FPP 15.67 
Rider AAC 4.34 
Rider TCR 3.02 
Total Generation Charges $43.51 

kWh Etactrle Usag* 

$ 36.85 

66.33 

Calculationa based cm nio&t recent 12 month history 
Totat Usage t,382 
Average Usage 11S 

Calcuiattons based on most racent 12 mon^ Fiistory 
Total Usage 3.725 
Average Usage 310 

Gas 
Bectric 

SEP 
3) 

420 

OCT 
54 

203 

NQV 
55 

27B 

DEC 

345 

JAN 
314 

PEB 
2B4 

1 
hUR 

211 
28S 

APR 

17^ 
247 

MAY 
123 
224 

jur^ 

'1 
JUL 

7 
29S 

AUG 
B 

806 

SEP 
8 

486 

http://www.duke-energy.com/freecflsl
http://www.duke-energy.com


Account Number 0120-0420-20-S 

For less detailed billing information on 
your monthly bill, check box on right 

Estill Easterling 
11312 Orchard 
Cincinnati O H 46241 

10 02 

HeatShare Contrlbuticn Amount Enclosed 
(for Customer Assistance) 

PO Box 1327 
Charlotte NC 28201-1327 

EXHIBIT 

m,0 DDaD03730bO Q12Q0MEQaQ5 lOaLEQll'l aoaaoBVflbkt, 

DISCONNECT NOTICE Page 1 of 3 

EstlH Easterling 
113120rchard 
Cincinnati OH 45241 

Duke Energy 513-651 -5100 0120-0420-20-S 

PO Sox 1327 
Chariotte NC 28201-1327 

Payments after Oct 04 not included BUI prepared on Oct 04, 2011 
Next meter reading Nov 01, 2011 

If your senrice is disconnected for non payment, In addition to a reconnection charge, you will be 
required to pay a deposit In the amount of $200.00 before service is restored. 

II^^PORTANT: Your service may be disconnected If your past due amount of $248.82 Is not paid before 
10/28^011. A reconnection charge will be required. In addition, a senrlce d^os i t may be required; if 
so, payment anrangements may be available. For questions, please call the number shown above. 

You also have the option to retain or have reconnected one of your services, either gas or electric. 
Please contact us at the number shown at>ov6 to discuss this cation. 

Usage - 67 CCF 
Duke Energy - Rate RS $78.77 
Current Gas Charges $78.77 

Gas Cost Recovery $0.58664980/CCF 

Usage- 282 kWh 
Duke Energy - Rate RS 
Current Electric Charges 

$41.74 

Amt Due - Previous Bill 
Late Paymwit Charge(s) 
Balance Forward 
Current Gas Charges 
Current Electric Charges 
Current Amount Due 

$248.82 
3.73 

255:S5 
78.77 
41.74 

$373.06 

•VsSsVxT; y^i;? ̂ i^'?"^6^ x 

Oct 26,2011 

DISCONNECT NOTICE 

w'Jw jwt ' j " * >. -Ji i * i f * * 



OlSCONf̂ ECT NOTICE le 2 of 3 

Estill Easterling 11312 Orchard 
Cincinnati OH 45241 

0120-0420-20-5 

This month's Gas Cost Recovery (GCR) charge for customers purchasing their natural gas from Duke 
Energy is $0.5866498 per CCF, which includes a base GCR of $0.5593 and Ohio excise tax of 
$0.0273498. 

In Case No. 11-4329-EL-RDR. the PUCO approved an adjustment to Rider TCf̂ , Transmission Cost 
Recovery Rider. The PUCO also approved adjustments to Riders SRT and FPP. A typical residential 
customer using 1,000 kWh per month will see an increase of approximately $1.8 or 1.0%. 

Order your FREE compact fluorescent light bulbs today! Cail 1-800-943-7585 and choose option 1, or 
visit www.duke-energy.com/fre6Cfls1 to see if you are eligible. 

PRICE TO COMPARE: In order lor an average residential customer to save money, an electric supplier 
must offer a price lower than 9.0O cents per kWh. Your Price to Compare may be different based on 
your usage. Visit www.duke-energy.com to calculate your individual Price to Compare or contact Duke 
Energy for a written explanation. 

Gas 
Meter -
CCF Usage -

Sep 01 - Oct 03 
32 Days 

000999214 
87 

Electric 
Meter -
kWh Usage -

Sep 01 - Oct 03 
32 Days 

106186883 

282 

Duke Energy 
Rate RS - Residential Service 

Fixed Delivery Service Charge 
Usage-Based Charge 

67 CCF @ $0.03272800 
Gas Delivery Riders 
Gas Cost Recovery 

67 CCF @ $0.58664980 

$ 25.33 

2.19 
11.94 

Duke Energy 
Rate RS - Residential Svc-Winter 

Distribution-Customer Chg 
Delivery Charges 

Distribution-Energy Chg 
282 kWh @ $0.02212600 
Delivery Riders 
Total Delivery Charges 

Generation Charges 
Generation Energy Chg 
282 kWh @ $0.04234500 
Rider FPP 
Rider AAC 
Rider TCR 
Total Generation Charges 

$5.50 

6.24 
4.41 

11.94 
9.34 
2.52 
179 

$"25.59 

$ 78.77 

41.74 

O 

http://www.duke-energy.com/fre6Cfls1
http://www.duke-energy.com


DISCONNECT NOTICE e 3 of 3 

CCF Gas usaQfi hwh Elaouie Usago 

CalculatlQna basad on most recant 12 monlti history 
Total Usage 1.395 
Average Usage 11S 

Calculations based on most recant 12 motilh history 
Total Usage 3,804 
Average Usage 317 

Gas 

B t tcU ic 

OCT 

203 

NOV 
5S 

378 

DEC 
ee 

34S 

JAN 
314 

FES 
2&4 

fcMR 
211 

SSi 

APH 
17J 
247 

MAV 
123 

Ju^ 
61 

1S8 

JUL 

259 

AUG 

80S 

SEP 

4sa 

OCT 
67 

292 



OHIO RESIDENTIAL 
DISCONNECTION NOTICE 

According to our records your account is past due. To 
maintain your gas and/or electric service(s), please pay 
the amount noted on the enclosed bill. Please see the 
"IMPORTANT" message box in the body of the bill for 
the amount to pay and the date payment needs to be 
made to avoid disconnection. 

Or contact us before the date noted in the message 
box in the body of the bill to determine if you are 
eligible for other payment options. 

AVOIDING DISCONNECTION 
To avoid disconnection it will be necessary to satisfy one 
of the following options by the date noted on the bill: 

• Pay the amount noted on your enclosed bill (see 
"IMPORTANT" message box in the body of the bill). 

• Pay the required amount to set-up a payment plan 
(applicable to qualified customers oniy). 

• Provide a Medical Certificate (see information on 
Page 2). 

To /earn more about ftow to maintain your gas andlor 
electdc service(sh please review the additional information 
in this notice and/or contact our Credit Department at 
513-651-5100 or 800-648-7777. 

Please note: Failure to pay charges for products or sen/ices 
may result in the loss of those products and/or services. 

mkDukB 
MAR-DOHR-W IQ/ l l 

- 1 -



Duke Energy Ohio 
Case No. 15-298-GE-CSS 

OCC First Set Production of Documents 
Date Received: June 22,2015 

OCC-POD-01-006 

REQUEST: 

Please provide copies of any disconnection notices that were provided to Estill Easterling 
III, Dorothy Easterling, and/or Estill Easterling IV at the Orchard Street address in 2010 
and 2011. 

RESPONSE: 

Objection. This Document Request seeks to elicit information that is iiTelevant or 
otherwise not reasonably calculated to lead to the discovery of admissible evidence. 
Answering further, this Document Request infers that Dorothy Easterling and/or her son, 
Estill Easterling III, were Duke Energy Ohio customers which is incorrect. Moreover, 
this Document Request is vague and ambiguous as Duke Energy Ohio is not aware of an 
Estill Easterling IV in regards to service at the Orchard Street address. Without waiving 
said objection, to the extent discoverable, and in spirit of discovery, see ATTACHMENT 
OCC-POD-01-006. 

PERSON RESPONSIBLE: As to objection: Legal 
As to response: Mitch Carmosino-
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PUCO Case No. 15-298 
OCC-POD-01-006 At tachment 

Page 1 of 7 

DISCONNECT NOTICE 

Account Number 0120-0420-20-5 

For less detailed billing Informalion on 
your monthly bill, chock box on right 

10 02 

HoBlShare Conlribulion Amounl Encbsed 
(for Customer Assistance) 

Estill Easterling 
11312 Orchard 
Cincinnati OH 45241 

PO Box 1327 
Charlotte NC 26201-1327 

4JD OOODD3730bD DieOD4ED2DS 102 t2D l l ' ^ DDODDBTfitbt 

DISCONNECT NOTICE Page 1 of 3 

Estill Easferiing 
11312 Orchard 
Cincinnati OH 45241 

Duke Energy 513-651-5100 0120-0420-20-5 

PO Box 1327 
Charlotte 4̂C 28201-1327 

Payments after Od 04 no: included Bill prepared on Oa 04, 2011 
N&xl msler leading Nov 01, 2011 

!i your service is disconnected for non paymeni, in addition to a reconnection charge, you will De 
required to pay a deposit in Ih© amounl of $200,00 before service is restored. 

IMPORTANT: Your sen/ice may be discxjnnected if your pas! due amounl of $248.82 is not paid before 
10/28/2011. A recorinsdion charge will be required. In addition, a service deposit may be required; if 
so, payment arrangements may be available. For questions, please call the number shown above. 

You also have the option lo retain of have reconnected one of your services, either aas or electric. 
Please conlacl us at Ihe number shown above to discuss (his option. 

Usage- 67 CCF 
Duke Energy - Rale RS S 78.77 
Current Gas Charges WTslf 
Gas Cosl Recovery $0.586649SO/CCF 

Usage - 282 KWh 
Duke Energy - Rate RS $^1.74 
Current Electric Charges S 41.74 

^ ^ ^ ^ ^ ^ ^ 1 ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ 
Ami Due - Previous Bill 
Late Payment Charge(s) 
Balance Fonward 
Current Gas Charaes 
Current Electric Cnaraes 
Current Amount Due 

£ 248.82 
3,73 

15^55 
78.77 
41.74 

$ S73.06 

DISCONNECT NOTICE 



PUCO Case No. 15-298 
OCC-POD-01-006 Attachment 

Page 2 of 7 

DISCONNECT NOTICE Pa_ge2of3 

This rT\onlh's Gas Cosl Recovery (OCR) charge for customers purchasing Ihwr nalural gas from DuKe 
Energy is $0.5S66498 per CCF, which includes a base GCR of $0.5593 and Ohio excise tax of 
$0.0273498. 

In Case No. 11-4329-EL-RDR, the PUCO approved an adjustment to Rider TCR, Transmission Cost 
Recovery Rider. The PUCO aiso approved adjuslmenls to Riders SRT and FPP. A typical residential 
customer using 1,000 kWh per month will see an increase of approximataiy $1.8 or 1.0%. 

Order your FREE compact fluorescent light bulbs today! Call 1 •800-943-7585 and choose option 1 , or 
visit www.duk&-energy.com/Treecfls1 fo see if you are eligible. 

PRICE TO COMPARE: In order fo: an average residential customer to save money, an eleclric supplier 
must offer a price lower than 9.00 cenls pet kWh. Your Price to Compare.may be different based on 
your usage, Visit www.duke-energy.com to calculate your individual Price ta Compare ot contact Duke 
Energy for a written explanation. 

Gas 
Meter-
CCF Usage -

Sep 01-Oct Q3 
32 Days 

Electric 
Meter -
kV^h Usage -

Sep 01-Oct 03 
32 Days 

0009S9214 

67 

105168883 

282 

Duke Energy 
Rate RS - Residentia! Service 

Fixed Dslrvejy Service Charge 
Usage-Based Charge 

67 CCF @ $0.03272800 
Gas Delivery Riders 
Gas Cost Recovery 

67 CCF @ $0.58664980 

Duke Energy 
Rate RS - Readential Svc-Winter 

Distribution-Customer Chg 
Derivery Charges 

Distribution-Energy Chg 
2S2 kWh @ $0.02212600 

Delivery RkJers 
Total Deiivety Charges 

Generation Charges 
Generation Energy Chg 
282 kWh @ $0.04234500 

Rider FPP 
Rider AAC 
Rider TCR 
Total Generation Charges 

$ 25.33 

2.19 
11,94 

39-31 

$5.50 

11.94 
9.34 
2.52 
1.79 

$ 25.59 

$ 78.77 

41.74 

http://www.duk&-energy.com/Treecfls1
http://www.duke-energy.com


PUCO Case No. 15-298 
OCC-POD-01-Q06 Attachment 

Page 3 of 7 

DISCONNECT NOTICE Page 3 of 3 

CCF Oac Usage KWh EWctrlc Uwg* 

'm^ 
• 

Gas 

CaKobSons Oased on mosi receni t2 monih fibioiy 
Total Usage 1.3S5 
Avflrage Usage 116 

OCT 

2M 

NOV 

,s 
DEC 

3 « 

JAN 

314 

FES 
28^ 
2 i ; 

MAR 
an 
292 

APP 
IT: 
M7 

Cafculstions basecf on mosi receni 12 month tjlsioiy 
Total Usage 3.S04 
Average Usage 3i7 

WV 

S2< 

JUN JU[ 

£5S 

AUG 
i 

SEP 

4S6 

OCT 
67 



PUCO Case No. 15-298 
OCC-PO0-O1-OO6 Attachment 

Page 4 of 7 
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PUCO Case No. 15-298 
OCC-POD-01-006 Attachment 

Page 5 of 7 
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PUCO Case No. 15-298 
OCC-POD-01-006 Attachment 

Page 6 of 7 

(account number) 

FINAL DISCONNECTION NOTICE 
NOnCE DATE: 

0000002 01 U Q.M9 nUITO Tl 1 MK ^SOiSrZZTVH -CQl-t 

'iiMt'""i'i"ll''ll'%I'i'i"ifM-c!n'''i'ii'l'"i"«!ii{ 
OCCUPANT DH 

(customer name and 

premise address) 

fOR SERVICE AT: 
OCCUPANT OR 

(customer name 
and premise 
address) 

To maintain youi gas and/c* electric sftrviteis), please pay the amount noted on the tsEabm you receiveo (see 
"IMPORTANT" message box in tt» body of ihe bffl), or maKe .Bafelactcpî  payment airanflemerte vinttrirr tsn 
calendar days Irom Ihe date ifidicated above. "K^ required payment amounl vriB increase aftef the biSng data; 
however, the tertninaSt»i tlate wiU not be affected by recelp! of any s^iitsequenl bit!. 

lAVCTplwe DISCONWECTTCIW 
To avoid dteconnection it vril bft necessary to saliafy one a more o( tha tollowing options-. 

• Paytlie60*ep85lKluftbatenoe. 
- Pay the past-due amour* <rf any eirterded payment plen. 
• Pay any pasttJue Seou% Depi)sft. See "Important" message box on your last bill to determine If a security 

deposit win be requested. 
• Pay the required amount ta set-up an ertended payment plan (applicable to qualified custome! only). 

WINTER RECONWECnpfj QROER 
During the 6me period of Octofaw 18,2010 through April 15,2Q11 residential cuetomere can avcfd disconnection 
or have gas «nd/ar e[edrioseivfc«(s) restored, on s one-time basis, tiy paying SI 75.00 and enroBing in an 
extended payment frian. If yow gas and/or eleoftic aewicets) lias been disconnected, s reconoecfon charge mual 
be p«Hd in addition to the J175.00. Reootirwction charge, Gas $17.00; ElecUiG S25.0fl; Both Seivic«s $36.00, 

Pfeas* no(«: Funds from (he emergency Korae Energy AsaJsftmce Program {EHEAP} or otfter emergency 
energy Bssfettnce p f o 0 v n t can 6« appSwi (otraref On t f 75.00 paymmt 

PA^ffll^KT OPTlOfiS 
PaymantB can be made tiy Mijf of the following methods; 

« Pay over the phorte by etedronlc check, or credit card (VISA & MastetCardJ 
Please cal 1-877-596-5066. 

• Pay al a Pay Station. Visit w«w.duice.«nergy.com or contact our Cre<fit Department to lot»te a Pay Station 
near you. 

COIifTACTlNFORMATIQN 
H you have any questiota about your bi*, or this dtsconnect nofee, please contact our Gretfif Department at 
513-651-5100 or 1-800^48-7777. Our representatives ar« available 7:00 a.m. lo 7:00 p.m. Monday througfi 
Friday and Saturday 8:00 a,m, to 1:00 p,m. 

If your complaint b not resoived after you have called Dufce Energy Ohio, or for general utility information, 
r^identia! and bus^tess consumers may contact the Public CM^es Comcntssran of Ohio tor assistatice at 
1-800-686-78^ (toll free} or for TTY at 1-800-685-1570 (toB free), from 8:00 a.m. to 5:00 p.m. we^days, or at 
www.PUCO,oWo.gov, 

Residenfel customere may also contact fiw Ohio Cortsum«ra' Counsel (or assistance \vitti complaints and utiSt̂  
issues at 1-877-742-5622 (toD free) from 6:00 a.m, to 5:00 p.m. vfeekdays, or at vww.j^cooc.org. 

t.i-lS4<i.Vi-P.<1 
Mort in^>ortari\ iiifonMlioa atout your 5(:r«cc 00 tiie clher ad t . 

**?O-«-0O-0000«J-<B01-0i»»0! 

http://www.PUCO,oWo.gov
file:///vitti
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maa^ nergy* 
MAR-DODOH-W 09^11 DISCONNECTION of SERVICE 

O h i o W i n t a r N o t i c e 

We regret that it was necessary to disconnect your utility 
service(s) because of the nonpayment of your account 

RESTORING SERVICE 
If ssrvICB has been disconnected for 10 business 
days or fess 

You can reconnect service(s) that has been 
disconnected for nonpayment by making a payment or 
providing proof of payment of the following: 

• The amount stated on ttie disconnection notice 
located on your bill, or 

• The past due amount of your extended payment 
plan, and 

• A reconnection fee (if applicable), and 
• A security deposit (if applicable). 

Service will be restored as soon as possible, but may 
take up to 24 hours after payment and/or arrangements 
are made. 

If service has been disconnected for more than 10 
busmess days 

Due to the length of time you were disconnected you 
may be treated as a new customer. You can reconnect 
service(s) that has been disconnected for nonpayment 
by making a payment or providing proof of payment for 
ail of the foiiowing: 

• The total past due amount 
• Reconnection fee (if applicable) 
• Security deposit (if applicable) 

Service will be restored as soon as possible, but may 
take up to five days for gas and three days for electric 
after payment and/or arrangements are made-
Duke Energy may assess a reconnection charge of $17.00 
for gas services, $25.00 for electric services. If reconnection 
is required for both services the fee wnti be 538.00. 

PAYMENT OPTIONS 
' Other payment plans may be available, contact 

Custcmer Services at 513-651-6100 or 800-648-
7777. (Monday through Friday 7.00 a.m. to 7:00 
p.m, and Saturday 8:00 a.m. io 1:00 p.m.) 

• To pay your bill by VISA, MasterCard, debit card or 
check please call 877-596-5068. 

•= You may also pay at a pay station. Please call 
Customer Service for a pay station near you, or 
visit our website at www.duke-energy.com. 

• You may access and pay your biil online at 
www.duke-energy.com-

ENERGY ASSISTANCE 
United Way Referral Service 
Call 211 

HeatShare 
Administered by The Salvation Anny 
513-762-5636 

Emergency Home Energy Assistance Program 
(EHEAP) 
Contact local Community Action Agency 

Home Energy Assistance Program (HEAP) 
Contact your local Community Action Agency or 
TTie Ohio Department of Development at 800-282-0880 

W I N T E R R U L E 

During the period of October 17, 2011 tiirough April 13, 
2012, residential customers can avoid disconnection 
or have gas and/or electric service(s) restored, on a 
one time basis, by paying $175.00 and enrolling in 
an extended payment plan. If your gas and/or electric 
seri'ice has been disconnected, a reconnection charge 
{if applicable) must be paid in addition to the $175,00. A 
security deposit (if applicable) will be included on your 
next bill. 

Please note: Funds from Energy Assistance Pn^grams 
can be applied toward the $175.00 Winter Rule payment. 

If you have questions or need further infonnation 
regarding this notice please contact Duke Energy's 
Customer Service department: 

Customer Service: 513-651-5100 
or 800-648-7777 (toll free) 
7:00 a.m. to 7:00 p.m. Monday-Friday 
8:00 a.m. to 1:00 p.m. Saturday 

If you have a complaint in r^ard to this disconnection notice 
Uiat cannot be rescued after you have called Duke Energy 
or for general ufiFity company infomiation, reskiential 
and business customers may contact the Public Utilities 
Commission of Ohio for assistance at 800-686-7826 (toll 
free) or for TTY at 800^86-1670 (toll free) from 8:00 a.m. to 
5:00 p.m. weekdays, orat www.puco,ohio.gov. 

Residential customers may also contact the Ohio Con
sumers' Counsel for assistance with complaints and 
utility issues at 877-742-5622 (toll free) from 8:00 a.m. to 
5:00 p.m. weekdays, or visit www.plckoccorg. 

http://www.duke-energy.com
http://www.duke-energy.com
http://www.puco,ohio.gov
http://www.plckoccorg


Duke Energy Ohio 
Case No. 15-298-GE-CSS 

OCC First Set Production of Documents 
Date Received: June 22,2015 

OCC-POD-01-006 SUPPLEMENTAL 

REQUEST: 

Please provide copies of any disconnection notices that were provided to Estill Easterling III, 
Dorothy Easterling, and/or Estill Easterling IV at the Orchard Street address in 2010 and 2011. 

RESPONSE: 

See SUPPLEMENTAL ATTACHMENT OCC-POD-01-006 for the forni notice that would have 
been addressed to Duke Energy Ohio's customer of record, Estill Easterling. 

PERSON RESPONSIBLE: Legal 

EXHIBIT 

f l 



7 " } •^•^ 

^ 

. i - ^ • ; . :•• . • • . • , - ; • • • : . / - . i :^ :^>-VN:^^^^-^r--s.--VV--^. :^^^ j : '^-" : -^- :^H:, 



PUCO Case No. 15-298 
OCC-PO0-O1^O6 Supplementat Attachmest 

Page 1 of 2 

cwEnergyy 
FINAL DISCONNECTION NOTICE 

NOTICE DATE: 
(account (date 

OOOOOOi Oi W 0.340 **m<i Tl 0 5159 A522T-291307 ~CS3-1 
iij,|,|MH„M.j.iM.,.||i.,Mi,(»,in.i!!,t.ii..|.,i.ii,(t,.r 

OCCUPANT OR 

(customer name 
and 

FOR SERVICE AT 
OCCUPANT OR 

(customer 
name 
and Dremise 

To maintain your gas end/or eiectric 5etvice(E), please pay the amount nolsd OB ihs last bill you received (see 
"IMPORTANT" message box in the body of the bill), or make sstisfacto^y' payment an-angements wiinin ten 
calendar days from the date indicated aboye, 

AVCHpiNG DlSCDKt^ECTtON 
To avoid disconnecfjon if vA)i be necessary to saUsfy' one or more of tfte foflowing optlnni?: 
' Pay ttie amount noted on your biii (See "Important" message box in the tjod/of the bii!). 
* Pay the requited amount to s&t-up an extended payment p\s.n (ap.p(jcab(& io qualified customer on!>'), 
' Provide a Medical Certificate 

WINTER RULE 
During the time period of October 17, 2011 tiirough Apri^ 15.. 2012 residentis! PUBltmgrs Ga.n avoid discorcisction 
or have gas snd/or electric se."vjce(s) restored, on a one-time basis-, by peyirfg ? 17&,f}0 and enroiling ir, en 
exlend&d payment pisr,. if your gss and/ci ^lectnc seivicefs) has bs&n disoonnaolsd, £ reconnecSon chargs mi;-;t 
he- paid in addition to tiie $176.00. Reconnsctico charges.: CrasSlT.OO: B\eo'c\c'^2^.Wi Bott; S'snOcar ^Z.0\}. 

Pi'&ass nofe; Fund& from ttic. £frf«fgisncy h'ome Energy Assisfance P.^ogiB.tr (EHfzAP) o; cf.'j'-T'ijnerge.^cv' 
&r^Brgy asslstsnce progrsn^s c^n be sppfted toivard ffje $17.6.00 psyrt^eni. 

PAYtvlENT OPTiOhiS 
Payments can be made l:>y any cJ the fo îov-.rng meli-(c-d&-: 

' Pay over tfte phone by eJectronic checf>- o:' credf: card MS/-, i-. lv':8PVc;rCf -r-" 
Please ca'.! 1-S7T-596-506S. 

< Pgy et a Pay Station. Veil wWi'.ciui'.e-5nfcrcy.f;C'rr.. o? wniscl c-ur C;eo;i DsK^.-'.rie.n!. to icrigte s r-?y StfitJor! 
near you. 

'- Pay online atv/iA^v.duf^e-energ-y.com 

CONTACT IH^QRUmOH. 
ivyouhsve any questions about you; bir,. of tK;s cifecGnr-sc'Son notics, p;e.';E& ?v-ftc;.itOv! Cr^ •::;;: Dvpa~c!v.:3i-r£;: 
5n-551-5lO0 of 1-B00-64B-T777, Our t'Eprs5&ntEm'&- srei svs;;&l:>i2 7: '̂'.' £.!Ti, to 7:(;0 p.:T,. f/D-::i£^' t'lr-.^jph 
Friday and Sey.urdsy S:00 &jn tc 1 :D0 p.m. 

if i'DU hsve B complaint ir. reg&rd to ih:s ditcconec'cior; notice LhEl cfen no'i Ls res&'-'s-^ s'5^; "-'ou ji;-'.''; csiific: r:'!.!).t 
Energy, or fcr geners! ut̂ Ky comps.ny inforn-faaon, re^idsrilisi end businss? ouc'cirter--' rvf; 'o&rrl£L-( ih ; PuJl'o 
Utiiitses Con;fr,i2-sion of Ohio for assis'Laiso s;. t-6Pn--SSS-7fi2o (lo(' f c i ) c-r -or ""•"•' _̂; ^-GnC'-';-/:-'';-"'"' > tc:; f:?;?;•, 
•frojT; 8:00 s.rn. 'Lc 5:00 p-.n. -.-.'S^KGC^-S, or pv \'/.' ;.p'j:-o.Dh;::.-ocs-, 

!:?;ues £t •i-e77-7^2-tfe22 {ic-!!f-e=; (;Dr- (:;y: ^.•.-, -.; ;:;0C r r,, : - i s ; EaKS 
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Uniled Way Referral Sejvice 
Call 211 

HeatShans - Admfnisl.rg£ecf by 
The Ssivation Army 
51S-762-5636 

Emergency Horne Energy Assistance Program 
(EHEAP) 
Contact local Community Action'Agency 

Homft Energy Assistance Program (HEAP) 
Contact locat Community Action Agency or 
Tlie Ohio Department of Development a) 
1-8Q0-282-D830 
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CHAPTER I: EXECUTIVE SUMMARY 

This chapter summarizes the results of our utility audits. It also provides a discussion of 
selected PUCO regulations and recommendations for future utility performance reporting to 
assist the PUCO staff in monitoring the utilities' credit and collections activities and 
performance. Subsequent chapters provide the detailed audit results and are organized 
functionally. Conchisions and recommendations are summarized in this Chapter by utility to 
facilitate implementation. 

A. Background and Environment 

Audit Background 

By entry dated August 19, 2009, the Public Utilities Commission of Ohio (PUCO or 
Commission) ordered a review of the credit and collection policies and practices of Columbia 
Gas of Ohio, Inc. (CGO), the East Ohio Gas Company d/b/a Dominion East Ohio (DEO), Duke 
Energy of Ohio (Duke), and Vectren Energy Delivery of Ohio (VEDO), collectively "the 
Companies". The purpose of the review was to: audit, evaluate, and recommend improvements 
in the collection policies, practices, and performance of the gas companies; evaluate whether the 
four companies' collection practices and policies are effective in minimizing uncollectible 
expense (uncollectibles); ascertain benchmarks to be used by the Commission to monitor the 
effectiveness of the Ohio natural gas companies' collection policies, practices and performance; 
and recommend "best practices" to be employed to minimize uncollectible expense. 

NorthStar Consulting Group (NorthStar) was selected to perform the audit which began in 
November 2009. Fieldwotk was completed in February 2010 and the report was submitted in 
May 2010. As part of the audit, NorthStar reviewed the credit and collections activities at each 
utility. Orientation presentations by each utility were held at the PUCO offices. NorthStar 
issued and reviewed numerous document requests and conducted a series of interviews at each 
utility. Obtaining data and analyses regarding the effectiveness of the credit and collections 
practices proved to be somewhat challenging at certain of the utilities due to the age and 
limitations of the billing systems. Utility practices were reviewed against PUCO regulations and 
NorthStar's preferred credit and collections practices, as described throughout the report. 

Current Utility Collections £avironment 

Uncollectibles represent a challenge for the natural gas industry and are affected by a number 
of factors including state regulations, utility collections practices, economic conditions, 
geographic location, service territory, customer demographics, and the volatility of natural gas 
prices. Recently, utilities across the US have experienced a significant change in customer 
payment behavior commensurate with the decline in the economy - delinquencies, bankruptcies 
and receiverships have increased, the numbers of customers on assistance programs have 
increased, and although gas prices have declined, bad debt and write-offs have increased. 

EXECUTIVE SUMMARY 1-1 ^NORTHSTAR •k 
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During 2009, increases in production and utilization of shale deposits caused an 
overabundance of natural gas and a condition referred to as the "storage overhang", with natural 
gas production having increased almost eleven percent since 2007. Currently, US natural gas 
storage fields are filled to capacity with a record volume of 3.9 trillion cubic feet The 
overabundance of natural gas caused the wellhead price to decline over fifty percent from 2008 
to 2009, as shown in Exhibit 1-1. 

ExhibHM 
Gas Wellhead Prices 

Source: http://tonto.eia.doe.gov/dnav/ng/ngj)ri_suin dcu_nus_a.htm 

Absent the reduction in gas prices, bad debt dollar levels would have worsened. Even with 
the reduction in natural gas prices, utilities have had to respond with new programs and increased 
collections efforts. 

Ohio Environment 

Statewide unemployment in Ohio more than doubled between 2005 and 2009, from 4.8 
percent to 10.9 percent From mid-2008 to n)id-2009, Ohio incuired a significant statewide loss 
of available jobs. During that period, Ohio lost 80,000 jobs, representing the single biggest 
decline in available history. Ohio ranked seventh in the US in terms of unemployment.' As an 
example of the effect of the declining economy on Ohio, in 2007, CGO experienced $10.1 
million ui losses due to bankruptcies. In 2008, the number jumped to $17.4 million and by 
September 2009, bankruptcies had already reached $19 million.^ From 2005 to 2008, the 
number of CGO customers on the Percentage of Income Payment Plan (PIPP) program for low-
income consumers increased from 60,715 to 89,077.^ DEO experienced an increase in the PIPP 
arrearage as a percent of billings fh)m 34 percent to 43 percent from 2008 to 2009, as PIPP 
customers reached ten percent of its total customer count 

During difficult economic conditions, customers typically conserve to reduce household 
costs; however, customers are also less able to pay their bills. Additionally, Ohio has 
experienced colder than normal winters. According to AccuWeather.com, the 2009-2010 Plains 
East winter was projected to be the coldest winter since 1983-1984. For Columbus, Ohio, 
normal winter weather would incur 4,047 heating degree days (HDD). The 2008-2009 winter 
incurred 4,073 HDD and the 2009-2010 winter incurred 4,090 HDD. 

Bad Debt Expense 

NorthStar conducted a survey of the credit and collection experiences for selected utilities in 
Indiana, Michigan, Pennsylvania, Illinois, Tennessee, and Kentucky to obtain current bad debt 
write-off levels. Many of the utilities contacted were reluctant to provide data due to concerns 

' DEO Ohio Economic Outlook 
^ Document Response 1-6. 
^ January 15,2009, CGO PIPP Rider Adjustmeait Application. 

EXECUTIVE SUMMARY }^ ~ ~ ^NORTHSTAR 
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regarding confidentiality. For the utilities where data was obtained, care must be taken with the 
use of survey results as it is not possible to ensure that the information was provided on a 
consistent basis. In addition to the survey, NorthStar reviewed FERC Form 2 data, American 
Gas Association (AGA) benchmarking studies, and selected utility annual reports. The most 
current data available is from 2008, as the FERC Form 2 data for 2009 is not yet available on the 
FERC website, and AGA's annual survey is based on that data. Some utilities provide 
uncollectible expenses on 4ieir balance sheets; however, other utilities recover uncollectibles 
through rider mechanisms similar to those in place in Ohio and do not specify the amount of 
uncollectible expense in their annual reports. Additionally, NorthStar reviewed summaiy data 
for Pennsylvania utilities available from by the Pennsylvania Public Utilities Commission 
(PAPUC) 

Gas utilities typically have higher uncollectibles on a percentage basis than electric utilities. 
For example, in 2008 the Pennsylvania electric companies report an average net residential 
write-off ratio of 1,33 percent relative to an average net write-off ratio of 3.14 percent for the gas 
utilities. According AGA*s annual survey, total natural gas uncollectible expenses increased 
about 24 percent in 2008, fix>m 1.32 percent to 1.50 percent of total gas revenues. As shown in 
Exhibit 1-2, the numbers for gas-only utilities are worse than combination utilities. 
Uncollectible expenses were highest in Uie East North Central Region which encompasses 
Illinois, Michigan, Wisconsin, Indiana and Ohio -3.11 percent for gas-only utilities in 2008. 

Exhibit 1-2 
Uncottectible Expense ~ 2007 and 2008 

AGA Survey 

Source: AGA, based on data from 142 comj^nies (38 states). While combination utilities are included, the 
data are from gas operalions only. AGA data is tekoi from FERC Fmn 2s and results of the annual survey 
are not available until October. 

Bad debt expense ratios for the utilities surveyed ranged from 0.3 to 5.9 percent of revenue 
(2008 and 2009 data). This information includes electric and combination utilities which drives 
the average ratio down. The Pennsylvania utility data provides a nK>re comparable basis for 
comparison to the Ohio gas utilities. 
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Exhibit 1-3 
Uncollectibles as a Percent of Revenue 

2008 and 2009 

6 

s 
S 5 

m 
% • • 

• 4 — • -

• • 

6 8 10 

Data Points 

12 14 16 

•2009 Total (residential and non-residential) Gas and Electric 

•2008 Residential Gas Only (PA) 

Note: 2008 and 2009 data taken :from different sources. 2008 data is the net residential write-off as a 
percentage of gross residential billings Tea the Pennsylvania gas utilities, taken firom the PA PUC 
website. 2009 data is taken from various sources and may include ccmsolidated results (multiple 
states) and include non-residential numbeî . Inclusion of non-residentia] numbers will result in a 
iower percentage. 

Consistent with the industry, the Ohio utilities' bad debt numbers have also increased as 
shown in Exhibit 1-4, which provides bad debt as a percent of billings. Billings were used for 
this comparison to reflect Ohio regulations. The Ohio utilities are at risk for the bad debt 
associated with customers who receive ©is under the CHOICE program. The utilities bill the 
customer for the gas, but do not receive the revenues associated with the third-party si^pHer. As 
a result, a comparison based on revenues will be skewed depending on the percentage of each 
utility's customers that take gas from third-party suppliers. 

EXECUTIVE SUMMARY M HFN NORTHSTAR 
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Exhibit 1-4 
Residential Bad Debt as a Percent of Billings 

Oliio Utilities 
(SMUUons) 

Bad Debt Expense (total, incl. PIPP write-offs) 5S.5 66.7 64.3 
Customer Billings (total) 1,979.8 2.1684 1,801.4 
PerceRt 3.0% 3.1% 3.6% 
Perc«iit without PIPP Bad debt exi 1.2% 1.2% 1.6% 

Bad Debt Ext>ense (total) 64.1 63.6 61.2 
Customer Billings (total) 2.177.6 2,546.1 2,133.6 
Percent 2.9% 2.5% 2.9% 

Bad Debt Expense (totat) 10.6 10.4 
Customer Bilh'ngs (total) 532.6 418,7 
Percent 2.0% 2.5% 

i#iioj!^^:^^^^^^^^.trfiM5!t-;!Jj ^ 5 ^ ^ ^ i ^ > ^ }^e|^^^p/rii;|^ MPii&Mr#ji 
w^h-:'--<-:rBi-r?i¥r..fa«^-ijS!->:w^t{t.<,,,..-,^.t.^;!.- f.fcv;:j^g^f;;ryfR.'i.3;-i.i !.-:;.!.K,-,...t.-£^a::^:../^>^ "^'i^^^^^^' '---^'--^--Bad Pebt Expense (totaQ 

Customer Billings dotal) 
Percent 13% 1 ^ % 2^% 

Notel: DEO does not report any PIPP bad debt expense. 
Note 2: VEDO 2009 data through November only. 
Source: Bad_Debt__Request_C0H.xl3, DR-EOG-4-1, Vectren binder, Duke Verification Response. 

B* Summary of Obio Utility Best Practices 

The following highlights the best practices employed by the v^ous utilities: 

• Duke and VEDO's collections timelines are not adversely affected by the billing cycle. 
In contrast, CGO and DEO's termination orders esqiire with a new bill - this presents 
unnecessary resource and collections challenges, and increases the opportunities for 
customers to avoid terminations with limited or no payments. 

• CGO and VEDO have recently implemented a number of collections initiatives and have 
a culture tiiat focuses on accounts receivable and reducing bad debt dollars. 

• All utilities verify customer identity before initiating service. 

• CGO has a *true" risk-based behavioral scoring model used to determine collections 
activities. Some of the other utilities use thresholds and scoring to prioritize accounts, 

• CGO, DEO and VEDO respond to delinquencies and initiate collections activities in a 
relatively timely manner. 

• CGO, DEO and VEDO use outbound dialing for some customer segments. Used 
effectively, phone calls represent a relatively low-cost method of issuing collections 
reminders. 
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DEO has a robust customer system which allows it to perform sophisticated collections 
analytics and test new collections initiatives against a baseline. 

VEDO's contract with its field collection agency provides for paymei\t based on 
collections performance. 

CGO and Duke provide consistent signals to their customers. The thresholds for 
termination notices and field termmations are the same. In contrast, DEO and VEDO 
have a gap where low past due balance customers are sent termination notices, but will 
never be scheduled for actual terminations. 

Duke and DEO have aggressive programs for requiring deposits from customers who are 
delinquent but have not been terminated. 

Most of the utilities attempt to obtain full payment before offering payment options. 

Duke has adequate resource to perform scheduled terminations. 

Duke and VEDO use a $100 tlireshold for terminations. CGO*s varies based on customer 
risk and ranges from $100 to $200. DEO uses a $250 threshold. 

Duke established a credit counseling program to assist customers facing financial 
difficulties. 

CGO, Duke and VEDO use a tiered-approach for raanagmg outside collection agencies 
(OCAs) - different agencies are used at various stages in the life of an account. CGO, 
DEO and Duke use more than one OCA at a specific account stage. 

The following sections sunnmarize the conclusions and recommendation for each of the 
utilities and provide an estin^e of the cost and ease of implementation. NorthStar has assigned a 
priority ranking of "A", "B", and "C** to each recommendation based on our judgment of their 
importance for Ohio ratepayers. **A" represents those items that are most critical and should be 
implemented in the near term (next six months). *'B" represents those items that will result in 
performance improvements but would have a less immediate effect "C" represents those items that 
should be implemented to improve processes or procedures, but may not have a significant effect on 
performance. 

NofliiStar has classified tiie level of effort required as either "nominal", moderate," or 
"significant" based on our JTidgment of the effort that would likely be required to implement the 
recommendations. The incremental cost is classified as "nominal", ̂ hnoderate,'* or "significanf * once 
again, based on our judgment of the incremental dollars that might be needed to achieve the 
recommendation. The "nominal" is for those items that should be achievable within normal business 
operations with no outside resources required. The "moderate" category is for those 
recommendations that would require a re-assignment of existing internal resources, but should be 
achievable with current staffing or some systems modifications. The "significant" category is for 
those items that may or likely would require outside costs or capital investment. 

« 
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C. CGO Summary of Conclusions and Recommendations 

strategy and Organization 

1. CGO bas a clearly articulated credit and collections strategy: to maximize collections of 
delinquent receivables while minimizing administrative and field costs associated with 
collections activities. 

2. CGO's collections process has undergone a number of significant changes since 2005, 
resulting in the implementation of key initiatives. 

3. In addition to the process/efficiency changes, CGO has implemented a number of targeted 
collections initiatives to reduce bad debt and improve performance. 

4. With tiie exception of the expiration of termination orders when a new bill is issued, CGO*s 
collections timelme is reasonable. 

5' While CGO uses a reasonable behavioral scoring process to determine the collections path 
for each customer; it has not validated the thresholds which may be too high. 

6. CGO resets the collections timeline with the issuance of a new bill, which affects its 
collections performance and prevents it from optimizing its collections activities^ particularly 
diuring tiie winter period. 

Deposits 

7. CGO uses an appropriate process to verify customer identity and deternune security deposit 
requirements for new service requests. 

8. Security deposits are collected on about forty percent of accounts turned on (either new 
service or non-pay disconnect reconnects). 

9. Although allowed by regulation, CGO does not require deposits of delinquent, non-
terminated customers (residential or commercial). 

10. CGO appropriately requires deposits from residential customers and conunercial customers 
that it has disconnected for non-payment. 

11. CGO holds, applies, and returns deposits as specified by Commission regulations. 

Terminatloiis and Payment Arrangements 

12. CGO field collectors and service techs ultimately work a small percentage of the accounts to 
whom it sends termination notices (about twenty-five percent). A large portion of customers 
pay an adequate portion of (he delinquent balance or enter into a payment arrangement to 
avoid disconnection. 
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13. CGO appropriately measures the performance of its field collectors, who successfidly 
complete about 60 percent of scheduled trips. 

14. CGO is not able to terminate all eligible or scheduled customers for termination for non
payment due to workload, lack of resources and the &ct that the life of a disconnect order 
ends when a new bill is issued. 

15. As a result of CGO's behavioral scoring parameters, PIPP customers may be delinquent for a 
number of months before termination. 

16. CGO appropriately attempts to collect the fiiU payment before offering the customers 
extended payment options. 

17. CGO calls delinquent customers who have received termination notices to attempt to obtain 
payment or enroll the customer in an extended payment plan prior to terminating service. 

18. The majority of CGO's customers are not on an extended payment plan (not including budget 
billing). 

19. CGO may not sign customers up for an extended payment plan when the customer uses the 
Winter Reconnection Order (WRO) to reconnect service or avoid termination. 

20. Depending on the timing of the request, it is possible for a CGO customer lo delay the 
termination process for two montiis with each medical certificate, instead of the 30 days 
allowed by nile. 

21. It is possible for a CGO customer to delay the termination process for a month by scheduling 
a PIPP appointment with a Community Action Agency (CAA). 

22. Since CGO does not drop customers from PIPP eligibility until it receives the drop file from 
the Ohio Department of Devel<^ment (ODOD), customers that are no longer income-eligible 
may remain on PIPP for an extended period of time. 

Recovery Activities 

23. Although CGO has implemented an early-out program to encourage customers to pay a final 
bill before it affects their credit report, accounts are not transferred to the early-out collection 
agency until 33 days after the final bill is issued. 

24. CGO uses a tiered-approach and multiple OCAs to ensure competition and appropriate 
attention to the accounts. 

25. CGO appropriately monitors and measures the performance of its OCAs, and the OCAs are 
compensated based on their performance. 

Meter Reading, Billing and Payments 

26. CGO has appropriate processes to ensure meters and reads are accurate. 

. _ _ ^ , 
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27, Less than one percent of the CGO meters had not had an actual read mibm tiae last twelve 
months as required by the OAC. 

28, CGO uses an industiy standard system of checks to ensure the accuracy of customer bills, 
and bills are rendered timely. 

29, CGO offers its customers an ai^ropriate array of payment options. 

Recommendations 

1. Develop the necessary informati<»n and validate tiie behavioTBl 
scoring model. When validating, ensure the scoring parameters and 
the terminatî Mi notice dollar thresholds are not in conflict, 
determine wh^ber the model is accurate, that sc(»ing ranges are 
appropriate, and that threshold levels are optimal. 

Moderate Moderate 

2. Evaluate modification of the collections timeline so that mm-pay 
disconnect orders do not expire when a new bill is issued. Tbis 
should also help inwent cuBtomers using medical certificates and 
PIPP aj^intments fiom delaying collections activities for multiple 
nionths. 

3. Evaluate the cost-effectiveness of the system modiflcatioais 
necessary to charge dep<»to for delinquent, non4erminated 
customers (residential and commercial) as allowed by the OAC. 

Moderate Moderate 

B Moderate Significant 

4. Evaluate modification of practices so that t«ininati(Hi orders do not 
expire with the issuance of a new bill. (See also Recommendation 

_ ^ } 

Moderate Moderate 

5. Correct the WRO data provided to the PUCO staff, and ensure that 
all customers using the WRO are placed on a payment plan. 

B Minimal Minimal 

6. Remove PIPP customers ftom tfie program in a timely manner if the 
customer foils to rc^cnfi-jus income. 

7. Transfer accounts to the eariy-but agency naore promptly. B 

Minimal 

Minimal 

Minimal 

Mmimal 
8. Complete the OCA review. MuHipte agencies should be wed to 

ensure competition and maximize peifomiance. The review shtMild 
also consider the optimal timing of transfers to the secondaiy OCA. 

B Minima! Mminud 

Encourage competition among the OCAs ^nnigh an appropriate 
performance monitoring/rewani system. 

B Minimal Minimal 

D. DEO Summary of Conclusions and Recommendations 

Strategy and Orgaaization 

1. DEO's credit and collections organization structure is generally appropriate. 

2. DEO does not have an effective collections strategy to guide its collections efforts. 
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3. DEO's collection efforts are hampered by its "resetting" of the termination clock each time a 
customer is billed. 

4. DEO's collection process limits the number of customers that it terminates. 

5. While DEO uses an internal behavioral scoring system, its, thresholds should be reviewed 
and validated. 

6. DEO's decision to file infrequent changes to its PIPP Rider rates has masked the effects of 
changing economic conditions, increased gas costs and collection practices on PIPP cost 
recovery, leading to large increases in PIPP Rider rates. 

Deposits 

7. DEO has appropriate systems to verify the identity of individuals and businesses desiring to 
initiate service and to ensure that any past due balances are linked to new accounts. 

8. While DEO does not currently perform credit scoring, it is in the process of adding a credit 
scoring system. 

9. DEO has an appropriate process for assessing security deposits for delinquent customers. 

10. DEO holds, applies and returns dq>osit5 as specified by PUCO regulations. 

Terminations and Payment Arrangements 

11. DEO's $250 threshold for active terminations is high and unduly delays termination activity 
for customers with past due balances. 

12. DEO sends tciraination notices to customers it knows it will not terminate, thereby creating 
the potential that customers learn they will not likely be terminated if they have received a 
notice. 

13. The termination goals Uiat DEO bas established arc axbitraiy, not particularly aggressive, and 
do not relate to the number of accounts eligible for termination. 

14. Only about fifty percent of accounts that are scheduled for termination are successfully 
completed, and are either terminated or paid day of. 

15. DEO has more success with disconnections of outside meters than with mside meters, and 
has a particular problem with disconnecting multi-manifold meters located inside the service 
premises. 

16. DEO PIPP customers are not treated less stringently than non-PIPP customers relative to 
disconnect notices and terminations. 

17. Depending on the timing of the request, it is possible for a DEO customer to delay the 
termination process for two months with each medical certificate or by scheduling a PIPP 
appointment with a Community Action Agency (CAA). 
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18. While DEO makes some outbound calls to attempt to obtain payment prior to termination, it 
has not reviewed the success of the calls relative to behavioral scores or internal credit 
ratings, nor has it experimented with making courtesy calls to customers with lower scores to 
see if those accounts could be encouraged to pay wiUiout an actual disconnect order being 
placed. 

19. DEO offers each of the extended payment plans called for by regulations, and the plans are 
offered on a consistent basis to all customers. 

20. DEO does not take all opportunities to obtain full payment from delinquent customers prior 
to offering extended payment plans. 

21. DEO automatically enrolls customers in the current plus one-sixth payment plan when they 
invoke tiie WRO, 

22. DEO has developed creative programs to encourage customers to pay their arrearages. 

Recovery Activities 

23. Although DEO promptly transfers high balance final accounts to an OCA (five days after the 
final bill), it Is not otiierwise s^gressive in pursuing recovery, and its fee structure is counter 
to standaitl practice. 

24. DEO is not aggressive at managing its existing OCAs. 

25. DEO's practice of executing charge-ofTs once a year does not appear to have either a positive 
or negative impact on the UEX rider or the collections effort. 

Meter Reading, Billing and Payments 

26. DEO has aK>ropriate systems in place to ensure accurate and timely meter reading. 

27. The meter reading and billing processes are part of Sarbanes-Oxley compliance audits and 
are audited on an annual basis by DEO^s internal audit group. DEO has appropriate 
mechanisms in place to ensure that all meters have an actual read at least once eveiy twelve 
months, as required by the OAC. 

28. DEO has appropriate mechanisms embedded in its meter reading and billing systems to 
identify and evaluate high/low, negative use, and zero reads. 

29. DEO offers its customers an appropriate range of payment options. 
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Recommendations 

Devetep an effective, financially-driven credit and collections 
strategy that places more emphasis on getting to custcnneis 
sooner and maximizing rapid recovery of arrearages. 

Moderate Minimal 

2. Tie performance evaluations for internal credit and collections 
staff to achieving financial recovery targets (i.e., collections 
perfbrmanceV 

B Minimal Minimal 

3. Modify processes to allow collections activities to continue after 
a new bill is issued.* 

A Significant Minimal 

4. File for annual PIPP Rider rate a^u^mrats to mitigate the size 
of future rate in(»-cases as required by the Commission's Finding 
and Order m Case No, 09-2011-GA-PlP dated March 24,2010. 

B Minimal 

5, Incorporate third-party credit scores into the deposit assessment 
'-— .̂ess to obtain deposits fiom more customers.^ 

B 

6. Evaluate options to increase the number of termination orders 
worked by increasing the number of field service representatives 
assigned to termination activity, or retaining outside c<»itractors, 
and implement most wgt-effective optiai. 

Moderate 

Minimal 

Minimal 

Moderate 

Mfnimal 

7. Establish termination goats based on the nuidwr of accounts 
eligible for termination, rather than at arbitrary levels based on 
prior year activity. 

B 
(follows 
increased 
resources 

for 
terminations 

Minimal Mim'mal 

S, Lower tiie threshold for actual termination activity ftom its 
current $250, possibly setting tiuesholds in accordance with 
behavior scores or credit ratmgs. 

B 
(follows 
increased 
resources) 

Moderate Minimal 

9. Provide better linkage between issuance of termination notices 
on bills to actual tenninati(»i activities, thereby resetting 
customei^* expectations that a termination notice means you 
will have service disconnected. 

B Moderate Moderate 

10. Develop a link between collector pcribrraance in die field (e.g., 
termination accounts worked) and c<wu)CTiBation. 

Significant Moderate 

11. Develop a more automatic process to link multi-manifold meter 
accounts that have past due balances to maximize tiie ability to 
disconnect them. 

B Modra^te Moderate 

12. Evaluate the effectivoiess of the existing courtesy call pr<^ram 
and explore placing courtesy calls to customers witli lower 
behavioral scores Co increase (he number of customers who 
eifltef pay or are placed on a payment plan before sending 
termination orders to the field, 

B Moderate Moderate 

* Woik already underway to inclement tiiis recommendation 
^ Work alrewfy undwway fo inclement this recommendation 
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13. Evaluate, through a champion/challenger test, increased focus 
by CSRs on first offering customers shoit-tenn ext»isions to 
pay their full bill before being told about ext^ded payment 
plans. 

14. Begin using a secondary OCA for accounts past the initial 
^Mimary recovery period. 

B 
(after 

timeline 
modified so 
bills don't 

B 

Minimal 

Moderate 

Minimal 

Minimal 

IS. Eliminate die practice of paying a reduced OCA commission on 
o k ^ accounts. 

Minimal Minimal 

16. Institute a performance monitoring system for the OCAs with 
nnonthly or annual rewards for the top performing OCA. 

Minimal Minimal 

E. Duke Summary of Conclusions and Recommendations 

Strategy and Organization 

1. Duke's organizational structure balances cost efficiencies and synergies with localized 
control. 

2. While Duke's stated strategy is to minimize write-offs by ensuring adequate security deposits 
and taking timefy follow-up action on delinquent active and inactive accounts, it does not 
address account delinquencies in a timely manner. 

3. Duke uses a complex process to determine credit status; however, resulting differences in the 
notification process are minimal. 

Deposits 

4. Duke verifies customer identity and checks for past due balances when initiating service. 

5. While Duke has a formal process for determining credit worthiness, its threshold for credit 
wortiuness may not be appropriate. 

6. Duke has an aggressive policy for pursuing deposits. 

7. Despite the existence of procedures designed to check for past due balances, a number of 
Duke customers with outstanding balances have been allowed to establish new service 
without paying past arrearages. 

8. Duke's policies regarding screening and the collection and refund of customer deposits 
follow regulatory guidelines. 
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Tenninations and Payment Arrangements 

9. Duke provides customer with proper disconnect notices, and more than ample opportunity to 
avoid disconnection. 

10. Non-pay disconnects (DNPs) are scheduled and performed by a dedicated internal workforce, 
and disconnections are not generally limited by manpower or scheduling conflicts. 

11. DNP work is scheduled based on customer dollars outstanding. 

12. In 2009, Duke discormected fifty-seven percent of its eligible accounts, compared to a target 
of 60 percent. 

13. The majority of Duke's delinquent customers pay all or a portion theu bills or enter into 
payment arrangements during the termination notification process. A small portion of 
delinquencies are idtimately scheduled for termination. 

14. Duke appropriately attempts to collect the full payment before offering customers extended 
payment options. 

15. In the 2008-2009 winter season, seventy-four percent of Duke customers using the WRO to 
avoid termination or recotmect service and who were not already on a payment plan were 
subsequently placed on a payment plan. 

16. Depending on the tuning of the request, it is possible for a Duke customer to delay tiie 
disconnection process for an additional thirty days witii each medical certificate. 

17. It is also possible for a Duke customer to delay the disconnection process for ten days if they 
are a new PIPP customer in order to allow a CAA time to gather the information necessary to 
set up die PIPP. 

Recovery Activities 

18. Duke's recovery activities reduce the uncollectible debt rider. Duke quickly assigns tiie 
accoimt to a pre-collection agency thereby maximizing opportunity for recovery (recovery 
opportunity diminishes witii time). Accounts are assigned fourteen days after die final bill is 
issued. 

19. Duke's addition of OCAs m 2010 could increase competition and potentially improve 
performance. In 2010, Duke added an additional OCA at each of tiie primary, secondary and 
tertiary levels of collection. 

Meter Reading, Billing and Payments 

20. Duke has appropriate processes to ensure meters and reads are accurate. 

21. Less than one percent of Duke's meters have not had an actual read witiiin the last twelve 
months as required by the OAC. 
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22. While Duke has an industry standard system of checks and balances to ensure that customer 
bills are accurate and are rendered in a timely manner, tiie PUCO staff has identified some 
deficiencies in Duke's processes for monitoring and responding to potentially defective 
meters. 

23. Duke offers its customers an appropriate array of payment options for both their gas and 
electric customers. 

Recommendatf 0 DS 

1. Accelerate the collections process. T»minati<His could begin as 
early as day fijrty-four in the non-winter and fifh^-four in the winter. 

Perform an analysis to determine if the risk model score threshold 
used to determine resklential deposit is appropri&ti. 
« At a minimum, Ehike should stratify its re^dential bad debt 

accounts bfised on a range of scores. 
• There should also be an overall strategy as to why the score is srt 

at a certain level and what benefits would be expected firom 
changing the score (i.e., raising the score to '*x" will reduce bad 
debt by 'V ' percent 

B 

Mod^afe Moderate 

Significant Moderate 

3. RigorcHisly examine the initial screening process to determine when 
weaknesses exist that allows customers to receive new service 
without clearing previous balances. 
• As a result of efforts already underway E>uke has idemified a 

sample set of customers who have continued to receive service 
when Duke should have been required them to clear arrearages. 

• Using this sample as a starting point. Duke should identify 
specific improvemeiU opportunities, put procedures in place to 
achieve those oppottonities and develop and track metrics to 
ensure i^^i.^.gjchiev&d. 

4. Increase the aggressiveness of tiie discomwction program. 
t Duke Ohio should at a minimum strive to achieve the Midwest 

overall performance. 
• A study should be undertaken to determine exacUy why Ohio 

disconnects lag Didce's other states and determine appropriate 
steps to improve performance. These could inchide: 
- Increased manpower (includnig seasonal contractor use) 
- More aggressive pre-collection activities 
- More aggressive collections timeline 

A systematic program to address tMoblem inside meters 

5. 

Moderate Mmimal 

Encourage comp^ition among the OCAs at each collections stage 
Ihrough an appropriate performance and reward monitoring system. 

Moderate 

B Minimal 

Moderate 

Minimal 
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F. VEDO Summary of Conclusions and Recommendations 

Strategy and Organization 

1. VEDO effectively utilizes its three organizations and its customer information system to 
perform its customer collection activities. 

2. Over the past two years, VEDO has implemented a number of initiatives to reduce net write-
of6. 

3. VEDO has negotiated an innovative contract with its field collections contractor, which is 
compensated based solely on bow many DNPs are completed or dollars are collected and 
how many assigned door tags are delivered. 

4. While VEDO's collections timeline is reasonable, it has a three-day lag between issuing the 
ten-day notification and the time it begins terminations, which could be eliminated. 

Deposits 

5. VEDO has appropriate systems to verify the identity of individuals and businesses requesting 
service and ensure that any past due balances are linked to new accounts. 

6. VEDO has established process for determming new customer creditworthiness in accordance 
with PUCO regulations. 

7. VEDO does not utilize mid-stream deposits to minimize risk. 

8. VEDO holds, applies, and returns deposits as specified by PUCO regulations 

Terminations and Payment Arrangements 

9. VEDO's disconnect timelines are generally reasonable. 

10. While VEDO has a low disconnect threshold, termination notices and disconnect scheduling 
do not have the same thresholds. 

11. While VEDO manages its field collection activities tiirough the use of detficated contract 
services, it only completed forty-one percent of its scheduled discoimects m 2009. 

12. VEDO places courtesy calls to delinquent customers to attempt to obtain payment prior to 
terminating service. 

13. VEDO offers each of the extended payment plans called for by regulations, and the plans are 
offered on a consistent basis to all customers. 

14. VEDO appropriately communicates with customers on available payment options. 
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15. VEDO attempts to obtain full payment from delinquent customers prior to offering extended 
payment plans. 

16. VEDO requires customers to agree to payment terms or a pigment plan when they invoke the 
WRO option. 

17. VEDO tracks enrolhnents and expimtions of medical certificate and PIPP plans. 

Recovery Activities 

18. While VEDO's primaiy collection agency reduces the uncollectible debt rider, the use of 
only one primary OCA does not promote competition. VEDO appropriately added a 
secondary OCA m November 2009. 

Meter Reading, Billing and Payments 

19. VEDO has appropriate processes to ensure meters and reads are accurate. 

20. VEDO uses an mdustry standard system of checks to ensure the accuracy of customer bills, 
and bills are rendered timely. 

21. VEDO effectively minimizes the number of meters with multiple months of estimated reads. 

22. VEDO offers its customers an appropriate array of payment options. 

Recommendations 

I. Eliminate the three day lag that occurs before non-pay disconnects 
are performed. 

2. Evaluate the cost-efiectiveness of assessing mid-stream deposits for 
residential customers that have received two or more disconnect 
notices within the past twelve months and commercial customers 
tiiat have received a disconnect notice. 

3. Evaluate changing tiie disconnect notice threshold to $100 to 
coincide to with d)e threshold fbr actual disconnects. Determine 
effect on payments 

B 

Minimal 

Moderate 

Minimal 

Moderate 

Minhnat 

4. Increase termination Moderate Moderate 

miriiTiMMiiini 

5. Consider adding a second, primary OCA, and encourage 
competition among the OCAs at each collections stage through an 
appromaie pgfoimance and reward nxaiitoring system. 

B Moderate Minimal 
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G. Summary of Regulatory Recommendations 

The following summarizes NorthStar's recommendations related to specific regulatory 
programs (i.e., PIPP and moratoriums). Additional discussion is provided in Chapter VIII. Chir 
review focused on those regulations which have the greatest effect on the utilities' collection 
activities and was not intended to be an exhaustive assessment. 

In general, NorthStar is hesitant to recommend specific credit and collections targets. 
NorthStar's survey found that most states have not implemented targets, and bad debt expense is 
driven by a significant number of outside factors. Although the utilities' practices are a 
significant driver of collections performance, bad debt expense can fiuctuate based on gas prices, 
weather, and changes m economic conditions. The substantial effect of changing economic 
conditions can curr^tiy be seen in the recent increase in bad debt expenses experienced by 
utilities across the US. For this same reason, utilities in the same state may experience different 
results based on the demographics of the customer base. 

NorthStar recommends additional rqK>rting requirements to assist the PUCO staff in 
monitoring as opposed to a specific bad debt target Currently a range of 1.5 to 2.5 percent for 
non-PIPP bad debt expense (depending on the service territoiy) would represent a reasonable 
target; however, as the economy improves or gas prices increase, this range may not longer be 
appropriate. For those interested in alternative bad debt recovery mechanisms, NorthStar directs 
the reader to the discussion of the Michigan approach (Chapter VIII) which provides a target 
range and associate penalties and sharing mechanisms for bad debt recovery. NorthStar does not 
recommend PIPP balances be included in any bad debt targets. 

Recommendation Summary 

1. Require the utilities to file quarterly or annual reports providing mformation on their 
collections activities and effectiveness to assist the PUCO staff in monitoring performance. 
Woric with the utilities to develop consistent definitions and a reporting framework. 
Suggested metrics could include: 

• Financial: Non-PIPP residential bad debt as a percent of Non-PIPP residential billmgs 
(gross and net of recoveries), total bad debt as a percent of total billings (gross and net), 
delinquency aging, net write-offs and recoveries, and PIPP arrearages. 

• Economic: Numbers of bankruptcies, numbers of PIPP customers, and munbers of 
delinquent customers. 

• Effectiveness: 

- Deposits: numbers of accounts eligible for deposits and number of deposits collected. 

- Termination Notices: Number of bills sent, number of delinquent accounts, number 
of accounts eligible for termination notices, number of termination notices sent, and 
number of customers eligible for termination following notification. 
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- Payment Arrangements: numbers of payment arrangements made and broken by 
type. 

- Field Collections: Number of accounts eligible, number scheduled, number worked, 
number terminated, and number collected. 

2. Require annual PIPP filings and adjustments to the rates if tiie rates increase or decrease 
beyond a certain threshold. 

3. Continue and increase efforts to aggressively pursue terminations for PIPP customers who 
are delinquent with tiieir payments. 

4. Develop and implement education programs to PIPP customers regarding the new 
regulations and necessary changes in payment patterns. 

5. Restrict the WRO to limited income customers (preferred) or, at a minimum, develop a 
tiered-payment amount based on income level. Reevaluate payment amount 

6. (Consider eliminating mandatory winter moratoriums. 
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CHAPTER II: INTRODUCTION 

This Chqjter provides a discussion of the fi^mework within which this study was 
undertaken, inchiding an overview of the Percentage of Income Payment Plan (PIPP) and 
uncollectible expense (UEX) riders. 

A« Background 

The Public Utilities Commission of Ohio (PUCO or Commission) regulates the credit and 
collection activities of the gas utilities under its jurisdiction. The PUCO established the PIPP 
program and associated rider in the late 1980s, and the UEX rider in 2003. Together these riders 
recover utilities' bad debt expenses. The PIPP rider is used to recover the arrearages and past 
due balances associated with the PUCO-mandated limited income assistance program. The UEX 
rider is used to recover the bad debt expenses associated with non-PIPP customers. 

While die riders allow for the recovery of the bad debts themselves, most of the costs 
associated with the actual collection activities are not included in the riders. Instead, these costs 
continue to be recovered through base rates. ̂  This disconnect between the cost of recovery and 
the actual bad debt expense creates a potential incentive for the utilities to minimize the costs 
associated with its collection efforts. -The use of 100 p^vent recovery riders, rather than bad 
debt recovery through base rates, also eliminates any ri^ of non-recovery for the utility. 
Together, these factors create the potential for higher total rates for customers. 

PUCO-Ordered Audit 

By entry dated August 19, 2009, the Commission ordered a review of the credit and 
collection policies and practices of Cohunbia Gas of Ohio, Inc. (CGO), the East Ohio Gas 
Company d/b/a Dominion East Ohio (DEO), Duke Energy of Ohio (Duke), and Vectren Energy 
Delivery of Ohio (VEDO), collectively **Uie Companies". The purpose of the review was to: 
audit, evaluate, and recommend improvements in the collection policies, practices, and 
performance of the gas companies; evaluate whether the four companies' collection practices and 
policies are effective in minimizing uncollectible expense; ascertain benchmarks to be used by 
the Commission to monitor the effectiveness of all Ohio natural gas companies' collection 
policies, practices, and pCTformance; and recommend "best practices" to be employed by natural 
gas companies in the state of Ohio to minimize uncollectible expense. 

NorthStar Consulting was selected to perform the audit which began in November 2009. 
Fieldwork was completed in February 2010 and the report was submitted in May 2010. 

' VEDO includes outside collection agency fees and commissions through the UEX rider 
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B. PIPP Cost Recovery Rider 

The PUCO established the PIPP cost recovery rider in the late 1980s in conjunction with tiie 
establishment of tiie PIPP program that was designed to assist utility customers (both gas and 
eleclric) with Ihnited incomes. On December 2,1993, tiie Commission adopted several changes 
to the PIPP program and its cost recovery (tiie December 2 Order).^ Under the December 2 
Order, utilities are authorized to recover costs associated with the implementation of the PIPP 
program, including: 

• Customers* arrearages incurred prior to entering the program. 

• PIPP program airearages (both the differences between PIPP payments and PIPP 
customers' full bills and unpaid PIPP payments). 

t Post-PIPP arrearages incurred during the 24-month grace period after customers come off 
of PIPP. 

« Customer credits earned through any mandated or company-specific regular payment 
reward programs. 

• Any costs associated with the program including income verification and re-verification 
charges from tiie Ohio Department of Development (ODOD), 

The PIPP rider is set based on the existing balance in the PIPP arrearage accounts plus 
projected arrearages for the twelve months following the filing date. Originally, the rider 
amortized the balances over twelve months, but subsequent filings by several utilities have 
provided for amortization of the historical arrearage balance (not the projected) over 36 months. 

The PIPP rider is paid by all customers who pay the UEX rider, including PIPP customws. 
The December 2 Order allows the companies to file for adjustments to the rider rate no more 
firequently than annually. Different companies have filed for PIPP rider adjustments at different 
times. Exhibit l l - l illustrates tiie PIPP rider rates for tiie gas utilities over tiie past ten years. 

^ Finding and Order in Cases No. S&-1115-GE-PIP, 9(J-705-GE-PIP, and 90-S79-G&CRD, December 2,1993 
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Exhibit n-1 
Comparison of PIPP Rider Rates 

AIIGasUtUities 

" ] ' — —-I 1 r - 1 1 1 p - _ ~ . » ™ , 

2001 2002 2003 2004 2006 2006 2007 2008 2009 2010 

'Dominion Columbia •Vectren •Duke 

Source: PUCO GA-PIP filings of each utility. 

CGO 

PIPP accounts are tracked separately in CGO's billing system. PIPP is immediately 
considered a regulatory asset (182 account). There are no PIPP arrearages in accounts 
receivable. To calculate the rider, CGO looks at the net change m receivables balance for all 
PIPP customers. Arrearage balances less than two months old are recovered over one year and 
an ongoing recoveiy rate is developed. Arrearage balances greater than two months old are 
recovered over three years and a deferred recovery rate is developed. The two rates constitute 
CGO's PIPP rider rate. CCJO had just over 100,000 customers (less than 8 percent of its 
residential customers) on PIPP in 2008 and 2009.^ 

DEO 

DEO has had, and continues to have, the highest PIPP rider rate of the four gas utilities. 
Approval of DEO*s December 2009 PIPP rider filing, as supplemented m February 2010, 
established tiie rate at $1.7078/mcf. DEO attributes its high rate to tiie large percent of PIPP 
customers (about 120,000 customers or ten percent of its total customers), the run up in natural 
gas prices, and poor economic conditions within its service territory.* 

Since 1999, DEO has only filed for adjustment to its PIPP rider rate twice - in 2006 and in 
December 2009. As a result, the effect of the increases in the DEO PIPP rider rate on customers 

'Data Response 1-37 
* Company filing in Case No. 09-2011-GA-PIP and on-site interviews 
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is significant Exhibit II-2 shows tiie balance m the PIPP deferral account over the past several 
years. 

Exhibit U-2 
DEO PIPP Arrearage Account Balances 

Source: Filing in Case No. 05-I42I-GA-PIP and DR-EOG-2-9 

In DEO's recent rate case (07-829-GA-AIR), it agreed to credit tiie PIPP deferral account 
with a portion of revenues from firm receipt point option and commodity exchange transactions. 
Throu^ December 31, 2009, DEO credited $16.4 million to tiie PIPP airearage accounts from 
these additional revenue sotures,* 

Duke 

The Duke Energy PIPP rider was approved for use beginning July 2, 2007 in Case NO. 07-
606-GA-PIP. The mechanics of tiie DUke program are similar to the other Ohio gas utilities in 
that it is designed to recover a gas PIPP customer's bill including their PIPP installment if not 
paid. 

Duke is the only Ohio gas utility that also provides electric service. Under the PIPP program, 
the required payment amount varies depending on the heating source. If natural gas is the 
customer's primary heating source, the customer pays a gas PIPP installment that is ten percent 
of their gross monthly household income. If the customer uses natural gas as their secondaiy 
heating source, they pay only five percent of their gross monthly household income. 

In 2006, the number of Duke PIPP customers increased significantly, from 8,118 at the 
beginning of the year, to 10,261 at the end of tiie year. The number of Duke PIPP customers has 
held at approximately 10,000 since the end of 2006.'̂  This represents a relatively small portion 
of Duke's customer base - 680,000 electric customers and 420,000 gas customers in Ohio. 

VEDO 

VEDO's current PIPP filing was ^>proved on December 21, 2006 and became effective on 
February 5, 2007. Therate is $0.2337/mcf. In 2009, a^jroximately 13,700 of VEDO's 294,000 
residential customers (4.7 percent) qualified for PIPP. They represent approximately $15.5 

' Initial Presentation and DR-E0G-2-9e, DEO Verification Response 
'DR Duke 01-037 
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million in revenues and $11 million in natural gas cost.^ PIPP customers are segmented into 
three groups; 

• Pre-PIPP ~ customers in the process of qualifying for PIPP, When they are qualified, 
their balance during the application period is transfened to the PIPP rider. 

• PIPP - active PIPP customers whose balances are recovered through the PIPP rider. 

• Post-PIPP - this category represents receivable balances for PIPP customers whose 
certificate has expfred during a billing montii. The determination as to whether the 
balances are classified as UEX or PIPP is based on record of eligibility as of the date the 
bill is generated. Any charges incurred in a billing month, where at the end of the month 
tiie customer is identified as PIPP, are recovered through the PIPP rider. Any other 
charges incurred on an account for a billing month that, as of the end of that month Ihe 
customer is no longer participating in PIPP, are recovered through the UEX rider. ̂  

C-UEX Rider 

In Case 03-1127-GA-UNC, five natural gas utilities filed a joint application requesting 
establishment of a new mechanism to enable them lo recover actual uncollectible expenses io a 
timely manner.^ Prior to this case, uncollectible expenses were recovered through base rates and 
therefore tiie amoimt being recovered could not be modified absent a full rate case. The 
companies argued that as a result of increasing volatility in natural gas prices and weather 
effects, the level of their uncollectible expenses fluctuated widely and that they should be 
entitied to recover uncollectible expenses b a manner that was more closely tied to the 
incurrence of the expenses. 

In tiie Order in the case (termed "the December 17 Order'*), the PUCO agreed that a more 
contemporaneous recoveiy of expenses that fiuctuate widely was an understandable business 
approach. ̂ '̂  The PUCO established the UEX rider to recover the bad debt expense of customers 
not participating in the PIPP limited income assistance program. The UEX rider removed bad 
debt recovery fit)m base rates and established the bad debt tracker mechanism, which is adjusted 
annually to achieve dollar-for-dollar recovery of actual bad debt write-offs. Sales volumes are 
used to convert the bad debt expense to a per mcf rate, which is applied to the bills of all 
customer classes from which the debt was incurred. Any over or under collection is included in 
the tracker deferral account and rates are adjusted as needed to facilitate full recoveiy. The 
utilities are requfred to file annual reports, and a UEX rider-rate adjustment is required if the 
variance m the rate is greater than or equal to ten percent. 

For purposes of the rider, bad debt expense, (or uncollectibles) is defined as the past due 
balance once service is terminated, a fmal bill has been issued but not paid, and tiie account is 

^DRs37and38 
" I Barrett, Initial Presentation and VEDO Verification Response 
^ Participating utilities were: Dominion East Ohio Gas, Columbia Gas of Ohio, Vectren Energy Delivery of Ohio, 
Northeast Ohio Natural Gas Corp, and Oxford National Gas Company. Finding and Order, Case 03-1127-GA-UNC, 
December 17,2003, p. I 
'* Op. Clip. 11 
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written off. Because the utilities purchase the CHOICE program (third-party gas supplier) 
accounts receivable, associated bad debt costs are included m the bad debt expense. 

The Order established a basic framework for the UEX rider, as follow: 

• The initial UEX rate was to be set equal to the bad debt amount in base rates. 

• The UEX rider was to be kept separate from the PIPP rider. 

• Companies were authorized to recover carrying costs associated with the expenses. 

• The UEX was to cover both company sales customers and competitive retail service 
customers. 

• Companies with deferred account receivable balances were to recover those costs over 60 
montiis (five years). 

• Companies were to file reports on the UEX balances annually in May, and must propose 
to adjust the recovery rate if there was sufficient change (set at ten percent either over or 
under). 

• Audits of the UEX balances were to be included in the financial gas cost recovery (GCR) 
audit dockets. 

• No customer could opt out of the UEX mechanism if their uncollectible balances are 
recovered through tiie UEX. 

• Companies were to provide information on their credit and collection policies withm 60 
days of die order, and were to meet with the Commission Staff and the Office of 
Consumers Counsel (OCC) to discuss possible improvements to their credit and 
collections policies. 

• Companies were to make separate fillings to unplement the December 17 Order. 

In accordance with the December 17 Order, all of the gas utilities filed cases to establish their 
uncollectible expense rider, and have subsequently filed reports annually. The calculation of the 
UEX rate generally follows the procedure shown in Exiiibit II-3. The UEX rider is paid by all 
customers except some large industrial customers who were the early participants in open-access 
gas markets. 
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Exhibit U-3 
Calculation of Uncollectible Expense Rider Rates 

Example Utility 

Beginm'ng Balance as of March 31 of current year 
Plus: Estimate of Bad Debts to be Written Off 
Plus: Amortization of A/R Regulatory Asset̂  
Less: Projected UEX rider recoveries 
Less: Other recoveries 
Plus: Carrying costs 
EQUALS: Total amount to be collected by UEX rider 

Divided by vohnwe of gas sold over past 3 2 months 
EQUALS: Uncollectible Expense Rate 

9,000 
80,000 

125,0001 
(12.000) 

2jp00 
$S4,00i 

200.000,000 mcf 
Se.27/mcf 

' Eliminated for all utilities effective mid-2009. 

As shown in Exhibit II-4, the UEX rider rates have fluctuated significantiy over time, as a 
result of changes in gas prices, weather, econonuc conditions, and potentially each utility's 
collection practices. 

Exhibit II-4 
Uncollectible Expense Rider Rates - $/mcf 

Initial Rate (set equal to bad 
debt expense in last rate case) 
Effective 2004 
Effective 2005 
Effective 2006 
Effective 2007 
Effective 2008 
Effective 2009 

$0.0493' 

S0.2076 
$0.1338 
S0.2U6 
$0.1631 
J0.2157 
SO. 1866 

$0.0601 (East) 
$0.0782 (West) 

$0.1877 
$0.2531 
S0.2906 
$0.5674 
$0.4444 
$0.2133 

$0.0000 (incl. in 
base rates)' 

$0.0000 
$0.0000 
SO.OOOO 
$0.0000 
$0.0000 
$0.1569 

S0.0382 

$0.1567 
S0.0923 
$0.1468 
$0.1882 
$0.1165 
$0.2115 

' Columbia's base rates had last been adjusted on September 29,1994. 
^ Dominion had separate UEX rates for its EaK zoA. West division up through October 200$ at which the grt^s 

receipts tax was removed from the UEX rider and the two tariffs wem consolidated, hi the prior years, tiie 
difference between the two rates was less than I mil. This chart shows the East tariff. 

^ Duke did not file for its UEX until 2009. The amount in base rates had been $0.0810 per mcf. 
Source: UEX Filings with the PUCO. 

CGO 

CGO has filed annual adjustments to its UEX rate since the rider was established in 2003. At 
the time the rider was established, CGO's base rates were last adjusted in 1994, and mcluded 
4.93 cents per mcf for the recovery of bad debt. The original UEX rider rate was set at 
$.0493/mcf effective October 25, 2004. By PUCO entry, the rider provided for tiie recovery of 
$23 million of deferred expense resulting from die PU(i!0's 2001 moratorium and tiie recovery 
of carrying costs on unrecovered balances exclusive of the 2001 moratorium deferral CGO's 
October 1, 2004 rider filing established a new rate of $.2076/mcf, based on the 2003 calendar 
year deferred uncollectible account expense, the 2004 estimated uncollectible accounts expense 
and one-fifth of the deferred accounts receivable balance authorized by the PUCO in Case No. 
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01-3278-GA-AAM. Since the 2004 filing, CGO's UEX rider lates have fluctuated. Ibe 2009 
approved rate is $.1866/mcf The rider excludes PIPP bad debt expense and mcludes CHOICE 
program bad debt costs. CGO includes the projected imbalance during the collection period in 
the calculation of the UEX rider rate. The amortization of the 2001 deferral ended in November 
2009. 

If a CGO customer pays its past due balance and has service reconnected, the amount paid is 
credited to the rider. During the heating season, if a customer uses the $175 WRO to re-establish 
service and pays $175 against their $1,000 balance, the rider is credited with $1,000 and the 
$825 difference becomes a current accounts receivable. 

DEO 

DEO has filed adjustments to its UEX rate annually since the rider was established. The 
rider rate increased significantly from $0.2906/mcf in 2006 to $0.5674/mcf in 2007. The 95 
percent increase was a direct result of increased gas prices over that time period, and a 
commensurate increase in the level of bad debt write-offs. With the decline in gas prices over 
the past two years, the company's UEX rate has declined just as dramatically. In 2008-09, DEO 
over-recovered its actual expenses, and showed a credit in the UEX accrual accoimt. The credit 
was used to offset projected UEX write offs for 2009-10. As a result of the over-collection and 
the elimination of defened accounts receivable amortization, tiie UEX rider rate was reduced 
approximately $0.23/mcf, or 52 percent, in July 2009.̂ * 

DEO writes off its bad debt accounts once a year in December. DEO believes this process 
reduces the amount of reversals that would otherwise be required due to customers going off the 
system, through termination and final bill in the spring, only to come back on the system in the 
early winter. DEO projects write-offt of ^>proximately $66 million and recoveries of 
approximately $21 million throu^ post write-off collections of bad debt for the twelve months 
ending March 31, 2010. In 2009, DEO recovered approximately $88 million through tiie UEX 
rider. 2̂ 

Duke 

Unlike the other utilities, Duke did not apply for its fust UBX rider until September 2009. 
Prior to that time, Duke recovered bad debt expense through base rates. Duke, like the other 
Ohio gas utilities, had received approval to establish a gas uncollectible expense rider in 2003 
and the amount had remained at $0,0/mcf 

On September 3, 2009, Duke filed an ^jplication (Case No. 09-773-GA-UEX) and 
supporting testimony to remove its uncollectible expense from base rates and establish an initial 
UEX rider rate. Duke's testimony detailed its base rate recoveries of uncollectible expenses and 
the associated tariff changes. Duke proposed to reduce its sales service and firm transportation 
base rates by $0.081/mcf and to establish its initial UEX rider at $0.1569/mcf, or a net increase 
to Its customers of $0.0759ymcf. On November 18, 2009 the PUCO autiiorized tiie rate. The 
PUCO further authorized Duke to change its accounting methods to defer incremental 

" DEO Verification Response 
'̂  Rider filing 09-457-OA-UEX 
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uncollectible expenses not otherwise recovered in base rates or tiirough the UEX rider until such 
time as they are included in the UEX rider. 

VEDO 

VEDO's first UEX rate vm set on April 7, 2004. The most recent UEX rate became 
effective on July 29, 2009 at a rate of $,2115/mcf; increasing 82 percent fiom tiie 2008 rate of 
$0.1165/mcf.^^ The rate includes all utility tariff costs associated with written-off accounts. 
Accounts are written off 90 days after the final bill.''' 

VEDO's process for developmg the rate is based on the previous year's write-off and a 
forecast of future year write-offs and future year revenues. VEDO's billing system (Banner) 
tracks which accounts are 90 days past final bill and automatically sends a list at month close to 
Vectren's regulatoiy accounting flinction. Noa-utility charges are not captured in the PIPP 
rider.'' 

VEDO's UEX rider is also credited for any debt recoveiy from the outside collection agency 
(OCA) activities and pre-write off revenues received through Banner. Credits from the OCA are 
net of commissions. Accounts representing approximately $15 million in bad debt were 
transferred to the OCA for collection in 2009. The OCA recovered approximately $1 million, '* 

Typically VEDO carries ^)proximately $50 million per month in accounts with balances 
over 90 days past due. The total revenue recovered through the rider approximates $11 million 
per year." 

D. Transfers between PIPP and UEX Riders 

Under PUCO regulations, thwe arc limited situations where amounts are to be transferred 
between the PIPP and UEX riders. The most common of these situations is when customers 
move from being non-PIPP customers to the PIPP program. In this case, the customer's past due 
balances are transferred to pre-PIPP arrearages and are subsequently included in the PIPP rider 
calculations. However, unless the customer's account was written-off, none of Uteir past due 
balances would have been included in a UEX rider calculation. Conversely, once a customers' 
past due balances are moved to PIPP, tiiey are not transferred back to the UEX rider, even if the 
customer goes off PIPP, Pre-PIPP, PIPP and post-PIPP crediting program arrearages all remain 
in the PIPP rider regardless of the customers' present status. 

'̂  Rider filing 09-456-GA-UEX 
"* Initial presentaticm page 11 
" I Barrett 
'* Initial presentation pages 11 and 12 and Bind^ from L. Friedeman (R. Coof^et^) 
'̂  Analysis based on binder from L. Friedeman and DR 23 

INTRODUCTION ~ iT? "T" NORTHSTAR 4= 



CONFIDENTIAL 

CHAPTER n i : ORGANIZATION AND STRATEGY 

This Chapter provides an overview of the Ohio gas utilities' credit and collections 
organization, strategy and processes. More detailed discussion of the utilities' specific practices 
is provided later in this report. 

A. Summary of Regulatory Requirements 
The Ohio Administrative Code (OAC) Chaptere 4901:1-13. 4901:1-17 and 4901:1-18 set 

forth requirements governing the utilities' credit and collections activities. In general terms, the 
regulations define: 

> Meter reading and billing requirements, including bill due dates and meter reading and 
billing frequencies. 

• Bill payment options and crediting of customer payments. 

• Procedures for establishing customer creditworthiness and requiring customer deposits. 

• Payment plans and assistance programs for customers who are delinquent or have 
difficulty paying their bills. Utilities are expected to offer all customers a range of 
options to manage dieir bills, including short term extensions, and a variety of extended 
payment options. 

• Limited income and medical assistance programs. The state established the Percentage 
of Income Payment Program (PIPP) for customers with income at or below 150 percent 
of the federal poverty level. Customers with medical conditions may use a medical 
certificate, signed by a licensed medical provider, to def^ disconnection for thirty days 
or reconnect service. 

• Notification requirements and allowed collections activities in the event a customer does 
not pay their bill. With proper notification the utilities are allowed to disconnect the gas 
service of delinquent customers. The utilities must provide fourteen-day notification for 
residential customers year-round and an additional ten-day notification timing the winter 
season. 

The state and PUCO have also estabUshed special programs and protections which are in 
effect dtuing the winter heatuig season. Each year a Winter Reconnect Order (WRO) is issued 
which allows any customer, regardless of income or qualification for payment plan, the 
opportunity to pay $175 towards their past due amounts, be placed on a payment plan, and have 
their service left on or reconnected if it had previously been disconnected for nonpayment. 
Although not in effect during the 2009-2010 winter heating season, in the past the Governor has 
also requested tiiat the utilities not terminate service of certain customer groups during the 
heating season (the Winter Moratorium). During the 2007-08 heatmg season the special winter 
moratorium applied to residential customers earning at or below 200 percent of the poverty level. 
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An itiformal moratorium on disconnections for all residential customers regardless of income 
level was in place during most of the 2008-09 wintw season.* 

In November 2010 OAC rule changes will go into effect. 

B. Preferred Practices 

The Ohio gas companies were evaluated against the following preferred practices: 

• The utility has an overall collections strategy. 

• The utility addresses delinquency as early as reasonably allowed by regulation. 

• The billing cycle does not drive collections activity (e.g., termination notices do not 
expire with a new bill). 

• Company communications and collection activities align, and provide appropriate signals 
to the customer, 

• Collections activities are tailored to customer risk. Customer payment history and 
behavior is tracked and used to determine collections treatment. 

• Contractors and internal collections staff are evaluated based on collections performance. 

C.Key Practice Comparison 

Exhibit III-l provides a comparison of key collections practices. Additional details 
regarding each utility's activities are provided in later sections. 

Exhibit m-1 
Key Practtee Comparison - CoUectioiis Strategy and Process 

Collections cycle 

Bill due 

Eailiest termination 
date (residenliaO 

Not required to 
restart with new 

bill 

No sooner than 
fourteen days 
after postmark 

Earliest is forty-
four days 

Restarts 

Fourteen days 

For^-five days 
non-winter, 

Restarts^ 

Fourteen d ^ 

Forty-five days 
non-winter« 

Continuous 

Twenty-one 
days 

Eighty-four 
days 

Continuous in 
summer and 

semi-continuous 
in winter. 

Termination 
orders ^ical ly 

expire after 
seventeen days 
Twenty-four 

days 

F<Mly-eight days 

' DEO Verification Response 
^ DEO is in the process of modifying its billing ami collecticm computer systems to enable disconnect notices to 
"Vive" beyond each meter read. 
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Risk segmentetion 
performed 

Number of segments 

Collections tre^ment 
based on assessed risk 

Outbound dialing/ 
coiulesy calls 
performed 

Workf(Hx;e/contractors 
evahiated based on 

Cash acc^ted in the 
field 

NA 

NA 

NA 

Not required 

NA 

NA 

Qtty-eightdays 
winter 
Yes 

Four 

Yes 

All customer 
with term 

notice. Calls 
also used for 

ten-day 
notification 
Number of 
accounts 
worked 

No 

Fifty-six days 
winter 
Yes 

Three 

Yes 

Some past due 
customers rated 

as^'good^'by 
DEO scoring 

system 

Number of 
accounts 
worked 

No 

" 

Partial - minor 
difr<Kences in 

treatment 

NumeKHJS credit 
statuses 

Notification 
process only 

None 

Number of 
accounts 
worked 

No 

Partial-mily 
used to 

determine 
disconnect 

priority not to 
tailor collection 

activities 
NA 

Termination 
priwitizatroD 

only 
Customers with 
balances greater 

than SSO 

Collections 
performance 

Yes 

Despite the existence of a uniform set of regulations, the utilities' payment and collections 
time frames differ substantially as shown in Exhibit III-2. 
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CONFIDENTIAL 

D. Columbia Gas Ohio (CGO) 

Background 

CGO provides gas service to 1.4 million customers in over 1,000 communities in Ohio, 
including Columbus (CGO's headquarters) and Toledo. CGO is the largest natural gas company 
in Ohio, serving 61 of 88 Ohio counties, with a service territory that spans 25,400 square miles. 
CGO operates 19,161 miles of distribution mains, witii a total plant mvcstment of $1,6 billion,^ 
CGO is a wholly-owned subsidiary of NiSource which operates nine energy distribution 
companies throughout the country. 

Credit and collections activities are primarily managed by tiie Meter to Cash Group which 
reports to tiie NiSource Senior Vice President Customer Engagement, as shown in Exhibit III-3. 

Exhibit in-3 
Credit and Collections OrganizatioD 

CGO 

SVP Customer 
Erigagement 

Olr«cter Meterto ; 
::j:,;,C8Sh;.; .̂j 

Manager, ̂  
JMvtiBrftesdingandj 

j i i^ l jy i iM^^i i i f^P 

; Manager,-
... ir 

-iiii^ii^«.mwinii'ii!inli^ 

Director OjstQimer 
Service Centers 

Source: Data Response 1-1. 

^ November 18,2009 Orientation Presentation 
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The Meter to Cash group establishes the credit and collections policies and strategies for 
NiSource. lliis organization handles meter reading, billing, payment and cash processing, 
revenue recoveiy, collections strategy and outbound collections activities for all of NiSource. 
The Meier Reading and Collections group perfonns meter reading and field collections services 
(including terminations) for NiSource. A Front Line Leader withm that group is responsible for 
Ohio. Revenue Recovery handles bankrupteies and receiverships, identity theft, termination 
exceptions, large commercial account collections, returned checks, large commercial account 
collections, manual processing of certain shut-off notices, PIPP accoimt issues and some 
outbound collections calls. This group also manages the outside collections activities and 
specialized collections mitiatives. CGO's Revenue Recovery group handles receivership and 
bankruptey cases. From January through September 2009, CGO processed 23,535 bankrupteies 
and 100 receiverships. 

The Customer Service Center organization manages the outsourced call centers, which 
handle service requests, credit calls, customer inquiries and payment arrangements. Escalated 
customer complaints are handled by the Strategic Affairs organization, which also handles the 
company's limited income and assistance programs. Strategic AfEairs reports to the President of 
CGO. 

In 2005, CGO's Revenue Recovery function was outsourced to IBM/Vertex, as part of a 
larger initiative of outsourcing several of the company's administrative functions. On June 1, 
2008, CGO elected to bring Revenue Recoveiy back in-house. Ahhough the management of 
credit and collections activities is performed in-house, the majority of CGO's day-to-day 
collections activities are performed by contractors:^ 

• Outbound dialing and incoming credit calls (payment arrangements) are handled by an 
outside contractor, NCO. NCO has been handling outbound dialing since 1993 and 
inbound calls since 2000. 

• Field collections are handled by a combination of intemal resources and an outside 
contractor, Bermex, which is used in the more urban areas. Bermex also provides meter 
reading services. 

• Late stage collections activities (post-final bill/write of!) are handled by third party 
outside collection agencies. 

• Customer segmentation scoring is provided by Total Solutions Incorporated (TSI). 

Process Overview 

CGO's collections processes are tailored to the risk profile of the customer. For customers 
requesting new service, CGO verifies identity and determines creditworthiness using an Equifax 
external utility index score from Equifex, This credit score is used to determine deposit 
requirements. Creditwortiiiness for previous or existing customers requesting new or transfer of 
service is determined based on the customer's payment history with CGO. 

* Various interviews and Document Response 1-20 
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Once service has been initiated, customers are assigned to a risk segment (based on a 
behavioral score) which determines tiie collections activities that will be mitiated if the customer 
goes delinquent. The behavioral score differs fiom the customer's credit rating and considers the 
customer's payment history and assumed risk profile. No new customers are classified as low 
risk - as they have no history with CGO, even if the customer's credit score is high enough that 
the customer is not required to pay a deposit. 

For coUectiotis purposes, customers are segtnented into four risk groups (low, toediuni, high 
and ultra-high) based on the customer's behavioral risk scoring. Behavioral risk scoring is 
performed daily by TSI for all customers as they go to billing. CGO transmits files containing 
payment and billmg data for all active customers to TSI. TSI scores the customers using a 
proprietaiy behavioral scoring oKidel and sends the score data back to CGO in advance of each 
bill cycle. Customers are assigned a base score and then points are added or subtracted 
depending on the following factors, resulting in a final possible score ranging from a theoretical 
50 (best) to 950 (worst); 

• Months as a customer 
• Number of times delinquent within the last eight months 
» Number of months since tiie customer was last eligible to be disconnected for 

nonpayment 
• Delinquent balance 
• Number of months since the last payment 
• Age of the delinquency (number of buckets with arrearage)^ 

The behavioral score is used to determine the collections patii for that customer. Bills are 
due at day fifteen or sixteen and the collections process begms with the second bill if the 
customer is delinquent. Whether the customer receives a reminder notice or a termination notice 
on the second bill is dependent on its risk group and tiie dollar amount of the delinquent balance. 
Customers with delinquent balances are charged a late fee of 1.5 percent, which is assessed on 
the date of its next scheduled meter read.* If the termination notice does not prompt the 
customer to contact CGO, outbound calls are made by NCO over a three-day period, usmg a 
system called Soundbite. If the system reaches an answering machine, NCO leaves a message 
requesting that the customer contact CGO. Neither customer nor delinquency information is left 
on an answering machine. NCO contacts about 400,000 CGO customers per year.^ During the 
period December 2008 tiirough September 2009, NCO called an average of 71,618 CGO 
accounts per month, achieving an overall average contact rate of 65 percent and a right-party 
contact rate of 33 percent. Account vohmies ranged fixim a low of 32,559 accounts in October 
2009 to a high of 123,650 accounts in Febniary 2009.^ 

If the customer fails to pay tiie bill in response to the termination notice or the outbound call, 
the account is scheduled for field collection. Once a field collector is at a customer's premise, it 

' Data Response 2-4 CONFIDENTIAL 
' Data Response 1-28 
^ Data Response 1-34 
* NCO Outbound Calling Performance, "Sample of automatic DIS Reports", provided during December 16,2009 
interview with Manager, Revenue Recovery, Manager, Meter Reading and Field Collections and Director, Meter to 
Cash. 
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is CGO's policy to either collect or shut-off the service. While CGO does not accept cash in the 
field, customers can pay by electronic check or credit card while the collector is at the premise to 
avoid termination. If tiie customer wishes to pay using cash, they are directed to an authorized 
payment location and advised to call in the receipt number which will automatically pull the shut 
off order drom the field collector. If the customer does not call in the payment receipt, the field 
collector will retum to the premise to confirm payment or terminate service. Collectors have the 
authority to continue service in hardship situations or under extenuating circumstances. 

Once a new bill is issued, tiie termination orders age off the system and the collections cycle 
begins again. 

Bad Debt Expense 

In 2008, CGO virote off $26.6 million in non-PIPP residential and small commercial 
customer balances, an increase of S4 million from the 2007 write-off level of $22.6 million. In 
2009, CGO's write offs were $27.7 million.' Non-PIPP bad debt as a percent of customer 
billings increased as shown in Exhibit III-4. 

Exhibit l U ^ 
Non-PIPP Bad Debt Expense - 2007 to 2009 

CGO 
($ mUUons) 

^^^S^^^^^^^i^ii^^^iniJ'S^tliJiiiil M 
Non-PIPP Bad Debt Expense 

Total Non-PIPP Customer Billings 

Percent 

rt^S^^^ 

22.8 

L86Q.6 

1.2% 

26.7 

2,041,7 

1.3% 

28.3 

1.689.1 

1.7% 

Note: Includes industrial customers. 
Source: BadD t̂DataRespafiseprovided4-l9-IO. 

Bankruptcies increased year over year, from $10.2 million in 2007, to $17.4 million in 2008, 
and $24.6 million in 2009.'** At December 31, 2008, delinquencies represented thirty-seven 
percent of CGO's residential and commercial customer accounts receivable balances (active and 
final). 

CGO's PIPP arrearages were 5.2 percent of total billings (PIPP and non-PIPP) in 2007, 5.3 
percent in 2008 and 3.0 percent in 2009, Year-end PIPP-only arrearages and billings are shown 
in Exhibit IU-5. 

' CGO Verification Response 
'* CGO Verification Response 
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Exhibit in-5 
Arrearages and Billings (PIPP only) - 2007 to 2009 

CGO 
($ milUons) 

2 
lA 

140.0 

120.0 

100.0 

80.0 

60.0 

40.0 

20.0 

0.0 

•P\P? BiUings 

•PIPP Arrearages 
12/31 

2007 

119.2 

103.0 

2008 

126.7 

114.5 

2009 

112.3 

54,1 

Source: Bad Debt Data Response provided4-l9-10. 

CGO has seen a decline in customer scores between 2008 and 2009 - as customers shifted 
from medium to high risk, but also a slight decrease in average arrearage balance, as gas prices 
declined. Exhibit III-6 shows this trend for residential customers. 

Exhibit in-6 
Scoring Comparison August 2008 to August 2009 

CGO 

900,000 

800,000 

700,000 

h 600,000 

500,000 

- 400,000 

300,000 

- 200,000 

- 100,000 

a 

Low Med High Ultra High 

I Number of Residential Customers Aug-08 • • Number of Residential Customers Aug-09 

•Average Arrears > 60 Days Aug-OS -^«-Average Arrears > 60 Days Aug-09 
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Low $(3.12) $8.77 0.31 0.33 

Med 103.35 113.74 1.08 1.51 

High 742.66 308.62 7.74 2.88 

UltiaHigh ],576.01 1.137.45 9.39 9.20 

Tptftl/AvcrnKe $ 171.13 S 168.59 1 ^ 1.75 
Soutoe: Custontet Segmentation Analysis - CDC Results provided during December 16, 
2009 Interview, 

Conclusions 

1. CGO has a clearly articulated credit and collections strategy: to maximize collections of 
delinquent receivables while minimizing administrative and field costs associated with 
collections activities. 

2. CGO's collections process has undergone a number of significant changes since 2005, 
resulting in the implementation of the following key initiatives:" 

• Behavioral scoring and customer segmentation was implemented in 2007. 

• The collection timeline was automated. Termination notices and shut-off orders are 
generated without manual intervention. 

• Automated outbound dialing replaced live agent calls. Prior to 2007, courtesy calls to 
customers who had received a collection notice were performed by a live agent The shift 
to Soundbite allowed CGO to increase the number of attempts and the consistency of the 
message and reduce costs. Customers are able to pay ui fiiU at the time of die call or can 
contact CGO to make payment arrangements. 

• A three-tiered approach to tiie use of outside collection agencies was adopted and an 
early-out program was introduced. 

• Remote and on-site audits of first and tiiird-party collection agencies were initiated. '̂  

3. In addition to the process/efliciency changes, CGO has implemented a number of targeted 
collections initiatives to reduce bad debt and unprove performance. 

« CGO maintains a "Top Ten Most Wanted List" for each of its operating areas to address 
high dollar delinquent accounts with access issues. Initially, the list included tiiose 
accounts with balances greater tiian $1,000 that had been in the termination qu^e two to 

' ' December 16,2009 interview with Manager, Revenue Recovery, Manager, Meter Reading & Collections and 
Director, Meter to Cash 
'̂  Data Response 1-2 and December 16,2009 interview 

ORGANIZATION AND STRATEGY in-10 NORTHSTAR 



CONFIDENTIAL 

three times, but had aged off due to access issues." CGO has dropped the threshold to 
$500, due to the success of the initiative. 

• The Revenue Recovery group implemented special procedures to address manifold 
meters. Inside manifold meters represent a collections challenge as these customers are 
difficult to terminate for non-payment. Most meters have a single curb box. 

- About 23 percent of CGO's active residential meters are mside, Just under 40,000 of 
CGO's active meters are on an inside manifold (about twelve percent of its active 
inside meters).^* 

- To attempt termination on these meters, other accounts on tiie meter are reviewed to 
determine if the residences might be vacant or already turned off, in which case the 
entire meter can be turned off. CGO also contacts the property owner in an attempt to 
obtain payment.'^ 

4. With the exception of the expiration of termination orders when a new bill is issued, CGO's 
collections timeline is reasonable. 

• Customers may be terminated 45 days after tiie bill is issued in the summer and 5$ days 
after the bill is issued in the winter. 

• CGO provides proper notification as required by the OAC. 

5. While CGO uses a reasonable behavioral scoring process to determine the collections path 
for each customer; it has not validated the tiiresholcb which may be too high. 

• The use of tiie behavioral scoring process allows CGO to target collections activities 
based on the perceived risk of charge-off, minimize costs and maximize resources. 
Termination notices are targeted to those customers with poorer payment histories, and 
those customers are then eligible for actual field termmation. 

• All new customers are classified as high risk. Approximately twenty-four months of 
payment history is requfred before a new customer moves to a lower risk category. 

• The scoring model considers time as a customer, payment history and past due balance. 
Exhibit III-7 provides exan^les ilhjstratmg the scoring parameters. 

*̂  December 18, 2009 interview with Manager, Meter Reading and Collections and March 3, 2010 phone interview 
^̂  Data Request 2-3 
'̂  March 3,2010 phone interview - 4,: 
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1 -Low 
2 - Medium 

3-Hi^ 

4-Ultra High 

Exhibit m - 7 
Risk Scoring Examples 

CGO 
CONFIDENTIAL 

Long histoiy, no delinquency 
• 65 months hist<»y, delinquent two times in the last eight mtrntiis, 

current 
• 36 months historŷ  detmquent zero times in the last eight months, 

SlOO balance, 1.5 months since last payment 
• 37 motttfas hisKny, delinquent one time in the last eight months, $0 

balance, 0.5 montfis since last payment 
• New customer - no history 
• 18 month histoiy. delinquent three times in the last eight months, 

S300 balance, two montiis since last payment, not previous^ 
eligible for termination ' ^ ^ 

• 25 nxMith histMy, delinquent seven times in last eight mcmths, 
$ 1,500 balfoice, two montiis since last payment, three bu^ts . 
three mcmflis since eligible to be cut 

Source: Data Response 2>4. 

Customers perceived to be higher risk receive a termination notice for a lower balance. 
The majority of CGO's customers are categorized as medium or high risk. 

- Medium risk customers do not receive a disconnect notice until the delinquent 
balance reaches $200, The threshold for high risk customers is $150. 

- Exhibit 1II-8 provides the specific parameters for termination notices and the risk 
scoring parameters for each segment. 

Exhibit IU-8 
Risk Scoring Parameters and Associated Notification Process 

CGO 
CONFIDENTIAL 

tow Risk 501O222 34.8 40.1 Reminder notices only 
Medium Risk 223 to 339 23.4 36,1 Reminder notice < $200 

Terminĵ on notice > $200 
High Risk 340 to 674 40,6 23.0 Reminder noti'cc < S150 

Temiinalion notice > $150 
Ultra High Risk 675 to 950 1.2 0.8 Reminder notice < S100 

Termination notice > $100 
Source: November 18,2009 Presentation. Data Response 2-4. 
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CGO's cost to terminate a customer is about $20. 16 

• The scoring model is applied to all customers, consistently, regardless of income status or 
geographic location. However, the past due balance for a customer on a payment 
arrangement or PIPP customer is the amount of the defaulted agreement amount. As a 
result, a PIPP customer may go a number of months before being eligible for termination. 

• CGO's process appropriately aligns customer signals and collections activities. All 
customers who are sent disconnect notices are included in the termination queue. 

• The behavioral scoring process was implemented in 2007; however, CGO has not 
validated it or determined the appropriateness of the behavioral scores ranges and 
thresholds. Adequate data should now be available to allow for validation. 

6. CGO resets the collections timeline with tiie issuance of a new bill, which affects its 
collections performance and prevents it from optimizing its collections activities, particularly 
during the winter period. 

• CGO has interpreted the regulations such that collections activities must stop upon 
issuance of a new bill. 

• During the ten-day winter notification period, CGO may have as little as one to two days 
to perform terminations, depending on the meter reading cycle. 

• CGO tracks the numbers of unsuccessful teimination trips and the termination orders tiiat 
age off the system. In 2009, 18 percent of the termination orders aged off the system 
before execution. The number was 30 percent in 2008. '̂  

Recommendations 

1. Develop the necessary mformation and validate the TSI scoring. When validating, ensure the 
scoring parameters and tiie termination notice dollar thresholds are not in confiict, determine 
whether the model is accurate, confirm that scoring ranges are appropriate and that tiireshold 
levels are optimal. (Refers to Conclusion No. III-4) 

2. Evaluate modification of the collections timeline so that non-pay disconnect orders do not 
expire when a new bill is issued.' (Refers to Conclusion No. III-6). 

'* Data Response 1-32 
" Unsuccessful Trip and Aged Off Data.xls provided in tiie March 10,2010 follow-up to the March 3,2010 phone 
mterview 
'̂  CGO*5 customer information and billing system was designed in 1987 
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E. Dominion East Ohio Gas (DEO) 

Background 

DEO provides natural gas service to 1.2 million customers in northeast, southeast and west-
central Ohio. The system has an annual throughput of 260 bcf, over eighty percent of which is 
provided by third-]>arty gas marketei^. DEO operations are managed from offices in Cleveland, 
Ohio. Dominion's corporate headquarters are in Richmond, Virginia. Dominion provides 
electric and natural gas services to retail customers in twelve states throughout the Midwest and 
Mtd'Atiantic areas. 

In June 2008, Dominion began a reorganization of its credit operations that moved customer 
service and active credit functions closer to tiie customers, while retainmg control over m-active 
credit and collections at its headquarters ua Richmond. Some functions did not move to the local 
organization until June 2009. The current organizational stmcture is shown in Exhibit IU-9. 

Exhibit in-9 
Credit and Collections Organization 

DEO 

Dominion (Corpdrste)! 
„ .1 

•3imii!i^l=|fe'jt:^j^j^-'' 

i-jij. 

DiHniniah-Mrgirfis : 
,y:.,LJ.PQWer,... •'::',;' Portilnion Generation i 

iK I In i»>i<ii>i>ii«iii»awWi*tw*ajffBKi 

Customer 0per^tiimi5:| 

BSfiRrtntinigi; 

Credit Services: | 
! 

Qankruptcles [ 

;:r;;::-';!aHrtŝ ;.•;;;;;;{;-:,] 

pominion East Ohio 
Regulatbry 

Customer Service; | 

Contact Services | 

-FieMMetetServl^as' i 

!^ | :Jdste i#^^^ 

Source: Ccanpany presentation, IDR-1. 

There are three primary groups within the DEO Customer Service organization: Contact 
Services, Field Metering Services, and Customer Support Services. Contact Services handles all 
customer contact, including the call center, dispateh, e-mail responses and other customer 
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correspondence (non-billing), and training and development for customer contacts. This group 
is also the liaison with Richmond regardmg the CIS technology and provides back ofSce support 
for metering and billmg. 

Field Metering Services handles all field activities, including meter reading, meter 
maintenance, meter sets and new connections, disconnections, compliance work, and routine and 
emergency field calls. This group is also responsible for the deployment and installation of 
AMR equipment. This group was always managed from Cleveland and is a represented labor 
force. 

The Customer Support Services group establishes credit strategies, addresses customer 
relations and consumer and agency outreach, complaint resolutions, energy diversion cases, 
disconnect for nonpayment (DNP) scheduling, and payment plans. The group is also responsible 
for regulatory reviews, Saibanes-Oxley (SOX) compliance audits and performance reporting. 

The three Cleveland-based customer service groups are supported by the Credit Services 
group in Richmond. Credit Services handles bankruptcies and processing of requests for energy 
assistance payments and medical certifications. Richmond also oversees the performance of 
outside collection agencies and letters of credit and bonds. Bill printing, exceptions, and 
payment processing are also located in Richmond. 

Process Overview 

DEO's credit and collections strategy comprises the following five items: '̂  

• Maintain regulatory compliance 
• Provide assistance to need-based agencies and customers 
• Identify high "at-risk" large volume customers 
• Complete disconnect for nonpayment orders 
• Review active credit "needs" and customer balances. 

DEO's strategy for maintaining regulatory compliance includes enhanced credit and 
collections policies to significantiy improve customer payment patteriis, reduce outstanding 
arrears and reduce charge offs.̂ ^ 

DEO utilizes a multi-layer process to handle past due collections and termination actions for 
its customers. The action taken depends on the size of the past due arrearage and consideration 
of the credit history of individual customers is applied to determine which accounts are actually 
sent to the field for physical disconnection. 

DEO's process forecasts a "credit schedule" for all accounts at the time customer hills are 
prepared. The credit schedule is developed automatically by the customer billing system (CCS). 
Most bills with a past due amoimt greater than zero and less than $100 receive a reminds notice 
on their bill, and no further action is taken on these accounts. There are some exceptions to this 

" IDR-3 
^̂  Conq^any presentation, p. 37 
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nile - i.e., PIPP accounts that are more than 120 days in arrears receive a disconnection notice 
even when arrears are less than $ 100. '̂ 

Accounts with past due balances greater than $100 all receive a disconnect notice on the bill, 
with a forecasted disconnection date set at the day after the day tiie bill is due. Additional credit 
actions are forecasted depending on several Actors including: account status, payment history 
(intemal credit rating), a behavioral score, whether they are currently on a payment plan 
(including PIPP), the type/location of meter (master meter, landlord/tenant), and duration of past 
due amount. On the forecasted date, CCS determines whether further action is needed based on 
activities since the bill was generated: 

• If payment has been received, the bill is mariced "Paid" and no furth^ action is taken. 

• If the customer has established a payment plan, applied for PIPP, requested a credit 
extension, or provided a medical certificate, then the bill is marked "Exempt" and no 
fiirther action is taken on that bill. 

• If ttie bill is not mariced "Paid" or "Exempt", then tiie DNP prioritization process 
determines the next action. 

This process begins again with the next bill. 

The customer's payment history is used to establish an intemal credit risk rating of GOOD, 
FAIR, or POOR. Customers with GOOD rating have either paid their bills in fiUl and on time 
for the past twelve montiis, or have paid the required budget bill amount or payment plan 
amount. Customers are given a FAIR rating if they have had a payment returned for insufficient 
fijnds, or have one to three instances where they were more than one month late with a payment. 
All new customers are considered FAIR for the first twelve months. Customers with POOR 
ratmgs have had multiple items returned for insufficient fimds, have been more than one month 
late on four or more occasions, or been disconnected for nonpayment in the prior twelve months. 

A behavioral score is then developed to detennine whether the account will be scheduled for 
termination. The behavioral score considers a number of factors including the credit risk rating. 
The program used to establish the behavioral score is the result of an intemal Dominion project 
conducted several years ago when Credit and Collections was housed in Richmond. The 
Behavioral Score is a number between 0 (bad) and 998 (good) that is the result of a regression 
analysis that considers the following: 

• Length of service 
. Payment history (GOOD, FAIR, POOR) 
• Totel amount in arrears 
• Amount of the last payment 
• Whether the customer is on budget billing 
• Whether the customer has ever been on payment plan (mcluding PIPP), broken a 

payment plan, or used the $175 WRO or a medical certificate. 

'̂ DEO Verification Response 
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Generally, only accounts with airearages greater than $250 and behavioral scores less than 
700 are scheduled for actual disconnection. While the minunum dollar amounts and behavioral 
score limits are variable and can be changed based on a business review, the majority of accounts 
scheduled for disconnection currently are selected using these two criteria. 

DEO does not treat PIPP customers differently from the standpoint of collections. PIPP is 
handled as a payment plan for establishing the behavioral scores, and missing a PIPP payment is 
the same as missing a payment on any otiier payment plan. 

DEO uses outbound calling for some delinquent accounts. The decision factors for which 
accounts are called depends on a customer's behavioral score and tiie size of arrearage. DEO 
indicated that outbound calls were only made to accounts that tiiey believe have a good chance of 
paying in re^?onse to a call.^ There appears to be littie difference in resolution of accounts 
between those customers actually reached by the outbound call and those not reached. Eighty 
percent of customers eligible for calls either paid tiieir bills or were put on a payment plan before 
their account was sent to the field for disconnection, regardless of whether they were actually 
reached by the outbound calling agency.^ 

Accounts that are *1)etter than" the decision criteria (lower arrearages, better behavioral 
scores) are automatically graced by the CCS and no further action is takm on these accounts that 
month. This occurs even tiiough the customer's bill included a termination notice and date. 

Bad Debt Expense 

DEO tracks bad debt and airearages on a monthly basis, monitoring net charge offs, number 
of accounts and dollars in arrears for residential, commercial and industrial, and high pressure 
mdustrial accounts. They also monitor the number of customers vrith past due balances at ninety 
and over ninety days. DEO's non-PIPP bad debt was 3.1 percent of customer billings in 2009 
(before any recoveries), as shown in Exhibit III-IO.^ 

Exhibit UI-10 
Non-PIPP Bad Debt Expense - 2007 to 2009 

DEO 
($ milUoDs) 

Non-PIPP Bad Debt Expense 64,1 63.6 61.2 

Total Non-PIPP Customer Billings 2.016.3 2.339.2 1,967.1 

Percent 3.2% 2.7% 3.1% 
Note; Includes industrial custcHners. 
Source: DR-EOG-4-1. 

^ On-site interviews 
^ IDR-7, Outbound Call Results for September 2009, p. 22 
*̂ DR-EOG-4-1, revenues defined to include billings fbr third party gas suppliers 
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DEO's bad debt rider set to recover bad debt arrearages has declined from a high of 
$0.5674/mcf effective July 2007 to its most recent filing of $0.2133/mcf effective July 2009.̂ ^ 

Arrearages firom PIPP customers on the DEO system have risen steadily for several years. 
While the PIPP program is not under the control of the utilities, the utilities collect PIPP 
arrearages tiuough tiie PIPP rider, and hold some responsibility for minimizing PIPP arrearages 
tivough active collections, to minimize PIPP bad debt (as opposed to the portion of tiie bills PIPP 
customers are not required to pay). DEO's PIPP arrearages were 32 percent of total billings 
(PIPP and non-PIPP) in 2007, increasing to 39 percent of in 2009.̂ ^ As a result of tiiis increase 
in PIPP arrearages, DEO's PIPP rider increased from $0.m/mcf in 1999 to $l.7078/mcf 
approved in tiie company's most recent filing.^' Year-end PIPP arrearages and PIPP billings are 
shown in Exhibit III-l 1. 

Exhibit m-11 
Arrearages and Billings (PIPP only) - 2007 to 2009 

DEO 
($ millions) 

1 
a: 
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2007 

161.3 

687.3 

2008 

206.9 

793.8 

2009 

166.4 

839.4 

Note: PIPP arrearages shown are cumulative and likely have been accrumg over a 
number of years. Arrearages are not specifically tied to current billing; however, the 
above shows how these balances can build over time. 
Source: DR-EOG-4-1. 

Conclusions 

7. DEO's credit and collections organization structure is generally appropriate. 

• There is appropriate separation and control between customer contact personnel, meter 
reading, billing, pa3m[ient processing and complaint resolution. 

"DEO's UEX rider filings. 
" DR-EOG-4-1 
" PIPP rider applications and DEO Verification Response. See also Chapt«- n for fiirtiiCT discussion of the Actors 
impacting DEO's PIPP rider. 
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• The physical separation of back office and customer contact does not adversely impact 
customers or billing efficiency. 

8. DEO does not have an effective collections strategy to guide its collections efforts. 

• The strategic goals are more process than results oriented, and are not focused on early 
intervention or aggressive disconnection of past due accoimts. 

In 2009, DEO reports tiie following activities. 28 

- Utilize Top Offenders report to focus teimination activity on high dollar arrears and 
accoimts with arrears at 90 days or more. 

- Ensure the c^impletion of curb box disconnection orders. 
- Evaluate account arrears to ensure appropriate levels of disconnection activity. 
- Evaluate remote shutoff valve metering. 

• These actions are focused on 90 day plus arrearages, not early intervention. Additionally, 
DEO's strategy for addressing meters that are difficult to turn off is to evaluate 
technologies that are still under development. 

• TTie "Top Offenders" list does not selectively target the biggest arrearages. Instead it is a 
listing of all customers eligible for disconnection each day. Field supervisors must rely 
on separate reports and individual analysis to identify, for exanq>le, multiple accounts at a 
single address that might enable shutting off a multi-manifold meter at the curb box. 

• DEO has a quality customer infonnation system that enables it to access a considerable 
volume of data regarding its customers, payments and arrearages. However, the 
company docs not appear to leverage this information to focus collection efforts or test 
different collection plans. 

• The performance of DEO's intemal credit and collections staff is measured by general 
corporate objectives and is not tied to specific collections metrics.^^ 

9. DEO's collection efforts are hampered by its "resetting" of the termination clock each time a 
customer is billed. DEO believes that is was instructed to do so by PUCO staff,̂ '' 
Regardless, the practice should be discontinued. 

• During the winter, DEO has a one to three day window within which to execute 
tenninations. If that short period is over a weekend, if the weather is forecast to be cold, 
or there is snow cover such that field service representatives cannot terminate service, the 
customer will not be shut off that month and will have another month of service. 

• Once a new bill is issued, DEO does not take action for fifteen to twenty-six days. 

• During the summer, the window for tumii^ off service is close to two weeks. 

" IDR-3 
^' IDR 19 provided no specifk collection metrics 
°̂ DEO Verification Response 
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• Following discussions with staff and NorthStar, DEO has mitiated actions to change its 
policies, software systems, and billing notices so that it vtdll be able to continue 
termination activities independent of the billing cycle. 

10. DEO's collection process limits the number of customers that it terminates. 

• In theory, all customers witii delinquent balances greater than $250 are eligible for 
disconnection; however, internally established goals for the number of disconnects do not 
result in termination of all eligible customers. 

• The goals for terminations are set based on prior year actions and manpower 
considerations, rather than being tied to the number of customers eligible for termination. 
Less than fiffy percent of possible disconnections are selected and assigned to field 
crews, and only twenty-two percent of possible disconnections are completed. As a 
result, it appears that customers have learned that the likelihood of actualfy being 
disconnected for non-payment is small. '̂ 

• Collections actions undertaken in 2009 were focused on process execution and review, 
with littie focus on field performance. The actions were not part of an aggressive 
termmation strategy. 

• DEO has increased its termination activity over the past several years as shown in 
Exhibit ni-12. 

Exhibit III-12 
Termination Activity - 2006 to 2009 

DEO 
($ millions) 

2006 
2007 
2008 
2009 

44,028 
55,840 
78,321 
78,808 

5.091 
4.680 
9.027 

10,520 

49.199 
60.520 
87j348 
89,328 

$62.3 
70.1 

78,9 
67.8 

Source: DR-EOG-1-5, DNP_Analysis Cognos provided during site interviews, and DEO 
Verification Response. 

11. While DEO uses an intemal behavioral scoring system, its thresholds should be reviewed and 
validated. 

• The $250 past due balance tiireshold for tenninations is high and, with one nunor 
exception, applies to all customers, regardless of credit status or behavior score, where 
best practice would apply different thresholds to different groups of customers or based 
on changing conditions. 

' ' DR-EOG-4.3 
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« The exception to the $250 threshold is customers with POOR credit and airearages over 
$100 and 120 days. 

12. DEO's decision to file infiiequent changes to its PIPP rider rates has masked the effects of 
changing economic conditions, increased gas costs, and changes in collection practices on 
PIPP cost recovery, and led to large increases in PIPP rider rates. 

• DEO did not file for revision to its PIPP rider rates fiom 1998 to November 2005, and 
then did not file again until December 2009. 

• Over the four-year period from 2005 to 2008 tiie balance m the PIPP arrearage accounts 
increased from $76 million to $156 million, requiring a near doubling of the PIPP rider 
rate. 

• While more frequent PIPP rider filings would not have eliminated PIPP rider rate 
increases, it would have resulted in more gradual increases, and it would have kept 
recoveries more in line with costs. 

Recommendations 

3. Develop an effective, fmancially-driven credit and collections strategy that places more 
emphasis on getting to customers sooner and maximizing rapid recovery of arrearages. 
(Refers to Conclusions No. III-8 and III-l 0). 

4. Tie performance evaluations for intemal credit and collections staff to achieving financial 
recovery targets, (Refers to Conclusion No. III-8) 

5. Modify processes to allow collections activities to continue after a new bill is issued. (Refers 
to Conclusion No. 111-9) 

6. File for annual PIPP rider rate adjustments to mitigate the size of future rate increases as 
required by the Commission's Findmg and Order in Case No, 09-2011-GA-PIP dated March 
24,2010. (Refers to Conclusion No. in-12) 

F. Duke Energy Otiio (Duke) 

Background 

Duke Energy of Ohio (Duke) provides natural gas and related services to 420,000 customers 
and electric service to 680,000 in the southwest Ohio area. The Duke operations serving 
southwest Ohio also provide gas and electric service to northern Kentucky. Duke's parent 
corporation, Duke Energy, also provides electric service in North Carolina, South Carolina and 
Indiaba. In total, Duke provides energy-related services to over four million customers in the 
US. Duke's corporate headquarters arc located in Charlotte, NC. The Ohio/Kentucky operations 
are managed primarily from offices in and around Cmcinnati, OH. 

Credit and collections activities are performed by two Duke organizations: Retail Customer 
Products and Services and Power Delivery. Customer billing, payment processing, call center 
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operations and accounts receivable are performed by the Retail Customer Products and Services 
organization. Customer meter reading and non-pay disconnects are performed by Power 
Delivery. Both of these organizations are led by Senior Vice Presidents and report to the 
president and COO of US Franchised Electric and Gas operations as shown in Exhibit IU-13. 

Exhibit in-13 
Credit and Collectioiis Organization 

Duke 

President and COO 

SVP - Retail Customer Products] 
and Services | 

Billing 

1 
SVP - Power Delivery 

•i'j:v.::"^^:«:-i"\'-i-:r.:z:::::::: 

Source: lDR-1. 

Retail Customer Products and Services responsibilities include: 

Service application processing including identity verification 
Assessing customer risk and deposits 
Collecting debt and past due balances 
Providing payment location information 
Scheduling of reconnects and receipt of payments 
Providing infonnation concerning low income programs and referrals to Community 
Action Agencies for PIPP ^plicants 
Enrolling customers in budget billing 
Establishing payment arrangements 
Debt/balance transfers 
Medical holds on termmation 
DeUnquency notices 
Disconnect for nonpayment prioritization 
Account write off 
Bankruptey and receivership management 
Theft of service management 
Final stage collections 
Late payment courtesy calls 
Account credit of payments 
Billing 
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Power Delivery provides the field implementation of the revenue management and customer 
service activities. Because of its dual utility states, Duke provides these services for both gas 
and electric services. Power Delivery's responsibilities include: 

• Tum-ons and tum-offe 
• Meter readuig 
• Door tagging 
• Reconnects 
• Field collections includmg discoimects for nonpayment 
• Gas leak investigation 

Process Overview 

Duke's credit and collections strategy is to minimize write-offs by ensuring adequate security 
deposits and taking timely follow-up action on delinquent active and inactive accounts.̂ ^ Duke 
defines its processes in support of its strategy as follows: 

•• Through ensuring adequate security deposits, various processes are focused on assessing 
customer creditworthiness and requesting payment of security deposits based on assessed 
creditworthiness. Siqiporting processes provide consistent calculation of the actual 
security deposit amounts. These processes are applied to all customer segments. 

• Through timely follow-up action on delinquent accounts, various processes are focused 
on identifying accounts with past due balances and taking proper steps to collect 
payments. These actions are int^ded keep past due balances to the lowest achievable 
level^^ 

Duke's creditworthiness screening and deposit strategy is designed to identify potential bad 
debt risk and attempt to mitigate tiiat risk to the extent allowed by regulations and good busmess 
practice. As discussed in detail in Chapter IV, Duke pursues security deposits for all new 
commercial customers, new residential customers where credit scoring determines a deposit is 
requfred, and if the customers identity cannot be verified. For prior or existing customers, 
deposits are required in the event of delinquency and disconnect eligibility, disconnection, 
bankruptey filing, tampering, theft or firaud, and account charge-off. Duke uses Experian for 
credit scoring. 

Once a customer has established service, Duke detemunes its collections activities based on 
the amount past due and tiie credit status of the customer. The amount due and credit status are 
used for purposes of determining tiie notification process and tiiresholds, but not the actoal 
disconnection process.'* 

In general, for an Ohio customer with good credit, at thirty days past due a late payment 
charge will be applied and if tiie past due balance is greater than $50, a late payment remmder is 

Duke is appropriately aggr^sive in pursuing security deposits;, and has the most aggressive proc«s of the four 
utilities. 
"DR 01-003 
^"DROl-Oll Duke Energy Credit and Collection Training Manual, pg 6 
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printed on the n ^ t bill, No reminder is provided if the balance is less than $50. At sixty days 
past due, tiie customer will receive a fourteen-day disconnect notice on their bill. If no payment 
is received and no payment arrangements are made during the fourteen-day period (at day 
seventy-four), a ten-day disconnect notice is generated. Duke applies the ten-day notice in botii 
the winter and non-winter. Residential customers become eligible for disconnection at day 
eighty-four and commercial customers become eligible at day etghty-one. 

In general, the minunum requirements for disconnection include: sixty-day arrears with a 
balance of $100 or more, no active payment anangement in place to address the arrearage, and 
the first and second disconnect notices have been delivered. 

Reconnection is made if the customer pays either the full amount in de&ult (or the default 
amount of a payment agreement) phis a reconnect fee and tiie applicable security deposit 

Bad Debt Expense 

Duke has seen a steady increase in net charge offs from 2007 to 2009, as the economy has 
worsened. The following table shows net charge-offs as of September for each of the last three 
years. 

Exhibit 111-14 
Duke Net ChargH>ff as of September by Year 

Gas-Only, Kentucky and Obio 

i^^iiiiili^ iiJi 
2007 
2008 
2009 

SI3.1 
SI7.2 
$23.1 

Source: Data Re^Kxise 01-023 

Duke's 2008 and 2009 bad debt as a percent of customer billings is shown in Exhibit 111-15. 
Duke does not separately track PIPP and non-PIPP bad debt. 

Exhibit III-15 
Bad Debt Expense (PIPP and non-PIPP) - 2008 to 2009 

Ohio Gas Only 
Duke 

($ mUlions) 

^l^Pi^li^Mlf^flf^^^^Pi^^^S?^ • " y ^ S S i v S ' ^ ' ^ l ' '••- ' ' ' 

Bad Debt Expense 10.6 10.4 

Total Customer Billings 532.6 418.7 

Percent 2.0% 2.5Vo 
Note: Includes industrial customers. 
Source; NSC-DR-03-060 and 4/26/10 email, 
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Conclusions 

13. Duke's organizational structure balances cost efficiencies and synergies v^th localized 
control. 

• Customer service systems, billing and call center operations are centralized (or cross 
jurisdictional). These functions lend themselves to cost efficiencies as a result of 
centralizations, team size optimization and grouping of technology. 

t There remains appropriate local control and presence. 

14. While Duke's stated strategy is to minimize write-offe by ensuring adequate security deposits 
and taking timely follow-up action on delinquent active and inactive accounts, it does not 
address account deUnquencies in a timely manner. 

« The earliest possible date a Duke residential customer may be terminated for non
payment is eighty-four days. Obio regulations allow the utilities to terminate service, 
with proper notification, in forty-four days. 

• The earliest possible date a commercial customer may be terminated for non-payment is 
eighty-one days. Commercial customers can be terminated as early as five days after 
notification is provided (day tiurty-five). 

• While Duke's bills are due at twenty-one days, regulations allow for bills due at fourteen 
days. 

• At thirty days past due, Duke prints a late payment reminder on the bill. Duke does not 
issue the fourteen-day disconnect notice until sixty days past due - a fiill billing cycle 
later than allowed by regulation. 

• If payment is not received and no payment arrangements are made during the fourteen-
day period, a ten-day disconnect notice is generated. Although PUCO regulations require 
an additional ten day notification during the winter period, Duke provides the additional 
ten-day notification year-rotmd. According to Duke, this is done for consistency 
purposes and as the reminder prompts payment. This practice delays the termmation 
cycle. In the winter, this notice must be either hand-delivered or notice given by 
telephone via contract call agents. 

15. While Duke uses a complex process to determine credit status, resulting differences in the 
notification process are minimal. 

Recommendations 

7, Accelerate the collections process. Terminations could begin as early as day forty-four m the 
non-winter and fifty-four in the winter. (Refers to Conclusion No. Ill-14) 

• Termination notices should be printed on residential and commercial customer hilts 
beginning with the first past due bill. 
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Commercial customers should be terminated as soon as allowed by regulation and billing 
cycles to minimize high past due balances. 

The additional ten-day termination notification should be eliminated during the non-
winter period. If deemed ^propriate, outbound/courtesy calls could be used instead, but 
should be used earlier in the cycle, 

Residentia] customers should be terminated following appropriate notification - fourteen 
days, with and an additional ten-day notification in the winter only. 

G,Vectren Energy Delivery Ohio (VEDO) 

Background 

VEDO provides natural gas and related services to 315,000 customers in the greater Dayton, 
Ohio area. Its parent corporation, Vectren Corporation (Vectren), is also the parent corporation 
of Indiana Gas Company and Southern Indiana Gas and Electric Company. In total, Vectren 
provides energy-related services to over one million customers in the Midwest Vectren provides 
consolidated customer service and revenue management functions from its Evansville 
headquarters while maintaining regional operations. 

Vectren has organizationally and functionally split customer service from its revenue 
management and field operations activities as shown in Exhibit III-16. 

Exhibit n M 6 
Credit and Collections Organization 

Vectren 

Chairman witf CEO 

fimmiiiii,\-)M-:.yymim^ 

Executive Vic« 
Pneskleot: i 

',i'..; , . ! , • 

zm_.-
ytce Prashleiit 

^ ^ 4 § ^ i k s i ^ t f ! ! ; '•••- ^ ! ^ fiummuiimVm 

Directpr Field 

._,W|G|i;i>residem 

Director 

Source: Initial Presentatitm November 18,2009 

Vice Pres Went 
ITiSDdQ t̂omer ' 

.^Tgtifitiin;.-.iii^;iirfii-f' 

Director 
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Customer Service is organized into four fimctional units: Customer Relations, 
Administration, Performance Assurance, and Contact Center. The Contact Center is the primary 
interface with the customer. Customer Service's responsibilities include: 

Scheduling meter reads for move-ins, move-outs, new service, and termination of service 
Obtaining positive identification and required applicant information 
Assessing customer risk and deposits 
Collectmg of debt and past due balances 
Providing payment location infonnation 
Scheduling of reconnects and receipt of payments 
Providing infonnation concerning low income programs and referrals 
Enrolling customers in budget billing 
Establishing payment airangements^ 

Revenue Management is organized into five fimctional units: Customer Service Support, 
Large Customer Billing, Receivables, Billing and Meter Reading, and Customer Accounting and 
Margin. Revenue Management's principal responsibilities include: 

Debt/balance transfers 
Medical holds on terminations 
Delinquency notices 
Disconnect for nonpayment prioritization 
Account write off 
Bankruptey and receivership management 
Theft of service management 
Final stage collections 
Customer late payment courtesy calls 
Meter reading 
Account credit of payments 
Billing 

Field Operations provide the field implementation of tiie revenue management and customer 
service activities. Field operations is divided into four regions, one of which is specific to Ohio. 
Responsibilities include: 

• Shut-offs and tum-ons 
» Door tagging 
• Reconnects 
• Moratorium compliance 
• Disconnects for nonpayment 
• Gas leak investigation 

Pyycess Overview 

VEDO utilizes a risk-based strategy in assessing new customer deposits and a risk-based 
process for determining termination priority when an account becomes delinquent. Customers 

" Initial Presentation, page 9 
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with over a $100 past due bill arc placed mto a queue on a daily basis and evahiated based on sbt 
pararaetesrs. Work is then schedule by field operations based on the priority and geographic 
efficiency. 

New customer risk is minimized by requiring positive identification and establishment of 
credit-worthiness or collection of a deposit prior to initiation of service. Credit worthiness can 
be established through an Equifax credit score of 700, ownership of a property in the service 
territory, credit references from another utility, or a guarantor letter. 

For existmg customers, VEDO has an automatic routine in its customer infonnation system 
(Baraiei) that identifies delinquent accoimts on a daily basis. Collections treatment is determined 
based on the past due balance. Accounts witii unpaid balances of less than $50 are considered 
low risk and are not addressed. Accounts with unpaid balances between $50 and $100 receive 
notices on the next bill and courtesy calls. Accounts with unpaid balances greater tiian $100 are 
given the most attention; these accounts are prioritized and worked accordingly.'^ 

VEDO's collections process begins on the fifteenth day after a customer's bill is generated. 
If payment is not received on this day, a penalty of 1.5 percent is automatically added by the 
billing system to the customer's next bill. Fifteen days later (at day thirty) die bill for the next 
billing cycle is generated. If payment is not received by the time this bill is generated, a 
disconnect notice is printed on all bills with a past due balance greater than $50.̂ ^ On the forty-
fourth day, the second bill is due. If payment is not received the follovring occurs: 

* In the non-winter months, an outbound courtesy call is placed for past due amounts 
greater than $50 doUars. The calls are placed by Varolii, an independent c ^ service. 

* In the winter months, a door tag is placed on the premises on the forty-eighth day for 
balances over $50 by a contractor. Field Star. If payment is not subsequently ireceived. 
Varolii makes outbound calls for a period of seven days. Calls are made on Tuesdays 
through Fridays, tiiree times per day or until positive contact occurs. On the last attempt, 
a message is left.̂ * 

Approximately seventeen percent of all calls result in a live answer and nineteen percent 
result in a message on an answering machine.^ If the customer does not contact VEDO to enter 
into a payment arrangement, accounts witii balances over $100 are eligible for disconnection, 
and are run through VEDO's risk segmentation process. The risk segmentation process is used 
solefy to prioritize accounts for termination. 

For commercial customers, VEDO issues a disconnect notice with the second bill, which is 
fifteen days past tfie due date. Upon issuance of the bill, VEDO places an outbound call and 
obtauis payment promises. If a payment promise is not kept, the customer is disconnected. 

^ ÎBoh'ng 
"iBoUng 
«lbid 
'̂  Initial presentation 
*̂  Binder from L. Friedeman (Goodge tab) 
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Once an accoimt in disconnected for non-payment, VEDO continues to atiempt to reduce bad 
debt 

VEDO utilizes several means to reduce bad debt for active and disconnected customers, 
including: 

• Using two outside collection agencies. The first agency attempts collection on accounts 
that have been disconnected for less tiian eighteen months. After eighteen months 
accounts are transferred to a second collections agency.. 

• Pursuing all available legal options for accounts in bankruptcy. 
• Pursuing all available legal options for accounts in receivership. 
• Trackii^ customers that have left the service territory with unpaid bills and customers 

with returned mail. 
» Legally pursuing instances of tampering and theft of service. 
• Minimizing the number of consecutively estimated bills. 

BadD^tEspgB?? 

VEDO has seen a steady increase in bad debt as measured in total dollars, percent of revenue, 
and number of accounts over the past three years. In 2009, 25,588 accounts were written off, an 
increase of 28 percent fi:om 2008.̂ ^ Dining 2009, revenue decreased while net write-offe 
increased, as shown in Exhibit 111-17. VEDO's 2009 target for net write-off as a percent of 
booked revenue is 1.27 percent.̂ ^ The target for 2010 is 1.85 percent*^ 

Exhibit in-17 
Net Write-off Statistics 

VEDO 
($ million) 

Number of Accounts N/A 20.041 25.588 
Net Write-off $3,380 $4.974 S 6.002 
Customer Billings $ 374,320 $408.098 $291,259 
Bad Debt as a Percent of Billings 6.90% 1.22% 2.06% 
Source: Email fix)m R. Holing March 5,2010. 

Conclusions 

16. VEDO effectively utilizes its three organizations and its customer infonnation system to 
perform its customer collection activities. 

• Exhibit III-18 and Exhibit 111-19 provide matrices showing how customer service, 
revenue management, field operations, and VEDO's billing^customer infonnation system 
support a full process from late bill to disconnection for nonpayment. 

'" Binder from L. Friedeman (R Boling tab - Ohio Accounts Written Off) 
*̂ Data Response 1-18. 

^̂  Bind«- from L. Friedeman (R Boling tab) 
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The process provides clear roles and responsibilities for each business fimction tied to a 
clear timeline. 

Exhibit III-I8 
Organizational Responsibilities 

Non-Winter Months 

Days 1 through 14 
If payment is rendered 

Telephone 
payments 

Lockbox 
payments 

Processes remote payment location 
files and account iq}dates for all 
payment sources. Accoimt r«nains in 
good standing 

Day 15 
[f no payment received 
Days 15 tiiough 29 
If payment is rendered 

Assesses penal^ 

Telephone 
payments 

Lockbox 
payments 

Processes remote payment location 
files and account updates for all 
payment sources. Account returns to 
nwmal status 

Day 30 
If no payment 

Prints next bill and disconnect notice 
on bills for balances oy&c S50 

Day 30 to 44 
If payment is made 

Telephone 
payments 

Lockbox 
payments 

Updates account for alt payment 
sources and accoimt returns lo normal 
status 

Days 45 and 46 
If no payment 

Initiates courtesy call (file sent to 
Varolii) on balances over SSO and 
penalty assessed on secwid bill. 

Day 47 
Ifnopaymait 

Notifies revenue management of 
available DNPs 

Day 47 
Ifnopaymait 

Prioritizes 
DNPs received 
from Banner 

Receives DNP 
from revenue 
management 

Day 48 
If no payment 

Completes 
DNP 

Day 48 
If paymrot received 

Telephone 
payments 

Handles cash 
payments 
made at tiie 
door 

Processes remote payment location 
files and account updates from all 
p^ment sources. Accnmt returns to 
nomal status 
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Exhibit m-19 
Organizational Responsibilities 

Winter Months 

Days 1 through 14 
If payment is rendered 

Telephone 
payments 

LockbcHi 
payments 

. -—-.̂-̂-̂—̂^ .̂ — ---_̂-̂.— 
Processes remote paynient location 
files and account iqidates for all 
paynient sources. Account remains in 
good standing _ _ _ _ ^ _ ^ Day 15 

1 f no payment received 
Assesses penal^ 

Days 15 though 29 
If payment is rendered 

Teleî Kme 
payments 

Lodfbox 
payments 

Processes remote paynient location 
files and account iqidates for all 
payment sources. Account returns to 
normal status 

Day 30 
If no payment 

Prints next bill and disconnect notice 
on bills for balances over $50 

Day 30 to 45 
If payment is made 

Telephone 
payments 

Lockbox 
payments 

Updates account for ell payment 
sources and account returns to normal 
status 

Day 45 
If no payment 

Assess^ penalty on second bill 

Day 47 
If no payment 

Noti'fies revenue management of 
available DNPs 

Day 47 
If no payment 

Receives list 
of delinquent 
accounts 

Receives list 
of accounts 
from revenue 
managanent 

Day 48. 
If no payment 

Delivers door 

Days 49-53 
If payment received 

Telephone 
payments 

Processes remote payment locati{m 
files and account updates from all 
payment soiuxes. Account returns to 
normal status 

Da;ys 54-61 Telqjbone 
payments 

Lockbox 
payments 

Outbound calls are made (tile sent to 
Varolii) and accounts are updated as 
payments are made. Handles ronote 
payment location files. 

Day 63 
If no payment 

Notifies revenue management of 
available DNPs 

Day 63 
If no payment 

Prioritizes 
DNPs received 
from Banner 

Receives DNP 
fiom revenue 
management 

Day 64If no payment Completes 
DNP 

Day 64 
If payment received 

Telephone 
payments 

Processes cash 
payments 
made at the 
door 

Processes remote payment location 
files and account initiates frtmi all 
payment sources. Account returns to 
n(Hinal status. 
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17. Over tiie past two years, VEDO has implemented a number of initiatives to reduce net write
offs, including: 

• Contracting for a secondary collection agency. VEDO has traditionally used a single 
collection agency. In 2009, VEDO began using a secondary collections agency for 
accounts that were idle for eighteen months or longer. This achieves two objectives: the 
primary collection agency must perform or lose the account, and the secondaiy collection 
agency provides a new perspective on written-off accounts.^ 

• Esteblishing new bankn^tcy processes. VEDO actively pursues revenues associated 
with customer bankrupteies through a combination of intemal resources and external 
legal support. External legal counsel is used for balances over $50,000. The approach 
begins with a close monitoring of the bankmptcy calendar and the filing of the 
appropriate documentation before the court deadlines. VEDO has successfully received 
stipulation agreements, preferential payments, and assurance deposits.**̂  

• Establishing new receivership processes. VEDO developed an approach to managing 
accounts under receivership, which are relatively new to the VEDO service territory. 
Receivers represented 40 commercial real estate concerns in 2009. VEDO's approach to 
receivership involves obtaining court actions to reverse receivership settlements that 
include injunctions against DNPs and collection of deposits. VEDO bas successfully 
lifted the utility injunctions and is currently woiking to prevent future injunctions.^ 

« Increasing property management company deposits. To minimize the risk associated 
with property management groups, VEDO maintains an inventoiy of the accounts 
associated with each property management group. Property management groups are 
monitored as a single customer, regardless of the number of meters. Outstanding 
balances on one account translate to an outstanding balance for the entire group. Account 
deposits are evaluated based on tiie payment histoiy of all meters/^ 

• Optimizing terminations. Terminations are prioritized on a number of variables including 
number of disconnect notices, number of past due bills, total arrearages, months as a 
customer, and months since the last payment."*̂  

• Tracing returned mail and tracking customers that have skipped town. VEDO utilizes an 
independent **person finding" service to pursue former customers that have unpaid debts. 

• Pursuing firaud and ttieft of service. VEDO utilizes all civil and criminal legal avenues 
available to recover revenues from theft and fraud, VEDO seeks triple damages in 
compensation when situations go to court.*^ 

^ I Boling 
*MGoodge 
^Ibid. 
*̂  Binder from L. Friedeman (Goodge Uib) 
* Binder from L. Friedeman (Boling tab) 
'^1 Boling 

ORGANIZATION AND STRATEGY m-32 T' NORTHSTAR 



CONFIDENTIAL 

18. VEDO has negotiated an innovative contract with its field collections contractor. FieldStar is 
compensated based solely on how many DNPs are completed or dollars are collected and 
how many assigned door tags are delivered,^ 

19. While VEDO's collections timelme is reasonable, it has a three-day lag between issumg the 
ten-day notification and the time it begins terminations, which could be eluninated, 

• Bills are due at fourteen days. 

• VEDO customers are eligible for termination forty-eight days aft^ the bill is issued in tiie 
summer and sixty-four days after the bill is issued in the winter. 

Recommendations 

8, Eliminate the three-day lag that occurs before non-pay disconnects arc performed. (Refers to 
ConchjsionNo,III-19) 

"* I Riffle 
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CHAPTER IV: INITIAL SCREENING AND DEPOSITS 

This Chapter provides a discussion of the Ohio gas utilities' processes for establishing 
customer credit worthiness and determining the need for deposits. 

A* Summary of Regulatory Requirements 
Ohio Administrative Code (OAC) Chapter 4901:1-17 sets forth requirements for the utilities 

to use in establishing credit worthiness and requestmg deposits from residential customers. The 
utilities must establish and administer their credit procedures in a non-discriminatory maimer and 
must base credit procedures upon the credit risk of the individual without regard to tiie collective 
credit reputation of the area in which the customer fives. Chapter 4901:1-13-08 similarly 
requires that the utilities establish equitable and non-discriminatory written procedures to 
determine creditworthiness of customers for small commercial gas service. 

Deposits - Resideatial Customers 

The utility may require an appHcant for residential service to satisfactorily demonstrate 
financial responsibility, which is established if the applicant meets one of the following criteria: 

• Is the owner of the premises or of other real estate within the territory and has 
demonstrated financial responsibility. 

« Can demonstrate satisfactory credit risk by a means that can be quickly and inexpensively 
checked by the utility. 

• Had the same class and a similar service within twenty-four consecutive months and was 
not disconnected for non^yment within the previous twelve months or received two 
consecutive past due bills during the previous twelve months. 

• Makes a cash deposit 

• Fumishes a creditworthy guarantor. 

Customers must be informed of all options available to them to establish credit. An applicant 
who owes an unpaid bill for previous residential service is not considered to have satisfactorily 
established or re-established his/her fmancial responsibility as long as the bill remains unpaid. 

The utiUties may require a customer to make a deposit or an additional deposit on an existing 
accoimt to re-establish creditworthiness for tariff service based on the customer's credit histoiy 
with the company. After considering the totality of the circumstances, the utility may require a 
customer whose service it has disconnected to pay a deposit, the delinquent bill, and the 
reconnection charges prior to restoring service. A deposit may also be required if the customer 
meets one of the following criteria: 
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• The customer has not made full payment or payment arrangements by the due date for 
two consecutive bills during the precedhig twelve months. 

• The customer was issued a disconnection notice for non-payment two or more times in 
the previous twelve months. 

• The customer had service with the utility hi the previous twelve months and had service 
disconnected for nonpayment, fiiiud, tampering or unauthorized re-coimection. 

According to the Code, the utilities may not require a deposit of greater than 1/12 of the 
estimated charge for the previous twelve montiis plus thirty percent (or 130 percent) of tiie 
estimated monthly charge. Interest must be accrued at a rate of at least three per cent per annum. 
The interest accrued need not be applied to the deposit if held for less tiian 180 days. Interest 
does not accrue after discontinuance of service. 

Deposits plus any interest are to be applied to the final bill with any remainder refimded to 
the customer. Service transfers within the service territory of the utility do not prompt a refund. 
The utilities must review each account with a deposit or guarantor every twelve months and 
refund or credit both deposit and interest if the account meets the following criteria: 

• The customer has paid their bill for twelve consecutive months without disconnection for 
nonpayment, 

• The customer has not paid their bill late on more than two occasions. 

• The customer is not delinquent at the time of the review. 

If die customer should request and tiiey have otherwise established credit as defined in tiie 
regulations, the deposit plus interest will be refunded or credited. 

Deposits - Small Commercial 

The utilities may require deposits of commercial customers in order to establish or re
establish service, and small commercial customers can be refused service or have service 
terminated for failure to pay bills and any tariff charges, including deposits and amounts not in 
bona fide dispute. If the utility requires a deposit, it must communicate to tiie small commercial 
customer the reason for its decision and options available to establish credit The small commer
cial customer may contest the utility's decision and show creditworthiness. The utilities are 
required to review each small commercial account for which it has held a deposit for twenty-four 
months and promptly reflmd the deposit or credit the small commercial customer's account, phis 
any interest accrued, if during the preceding twenty-four months all of the following conditions 
are satisfied: 

• The small commercial customer's service was not disconnected for nonpayment, a 
fraudulent practice, tampering, or unauthorized reconnection, 

• The small commercial customer had no more than three past due bills. 
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• The small commercial customer is not then delinquent in payment of bills. 

The utility must pay interest of not less than three per cent per annum on a deposit, provided 
the company has held the deposit for at least six consecutive months. When service is 
terminated or disconnected, the utility must promptly apply the deposit and interest accrued to 
the final bill, and refiuid any amount in excess of the final bill to the small commercial customer. 
A transfer of service from one premise to another premise within the service area shall not be 
considered a disconnection for this purpose. 

B* Preferred Practices 

The Ohio ^ s companies were evaluated against the following preferred practices: 

• Hie utility has a process for verifying the customer's identity to minimize firaud and 
identity thefL 

• The utility checks for past dues balances prior to initiating service. Past due balances are 
linked to the new account and paid before service is turned on, 

• The utility establishes customer creditworthiness, and the customer creditworthiness/risk 
assessment is reflected in the collections strategy. 

• The utilities require deposits where possible based on assessed risk for both new and 
existing customers, and in compliance with regulations. 

• The utility has an qipropriate system of quality controls to ensure deposits are taken 
where required. 

C* Key Practice Comparison 

Exhibit IV-l provides a conq)arison of key collections practices. Additional details 
regarding each utility's activities are provided in later sections. 

Exhibit IV-1 
Key Practice Comparison - Initial Screening and Deposits 

^HiV^ 
Identity Verified 
Search for Past Due 
Balances Performed 
Balances billed or 
must be paid before 
service turned on 

^^Hi 
NA 
NA 

NA 

^ffii^iiHi 
^HSj^it^^g^^^^^ 

Yes 
Yes 

Yes, sul^ect to 
WRO 

PP^^^^Bg 
ijgg^l^gH^^^il^ P 

Yes 
Yes 

Must be paid 

^ B ^ ^ H ^^^ffii^Ki^i^^ 
Yes 
Yes 

Must be paid 

ffi^^^SS 
Yes 
Yes 

Must be paid 

iNrriAL SCREENING AND DEPOsrrs IV-3 
•̂ pK.. 

NORTHSTAR 



CONFIDENnAL 

Credit scoring/ 
creditworthiness 
process exists 

Timing 

I^pe of scoring 

Required for new 
residential 
customers 

Required for new 
commercial 
customers 

Required for 
delinquent 
residential 
customers 

Required for 
residential non-pay 
disconnect (NPD) 
reconnected 
customer 

Reqvuredfor 
delinquent C&I 
customers 

Required for G&l 
NPD reconnected 
customer 

nuns 

N/A 

N/A 

IHi^^B^HH^^^I 

Allowed if 
unable to 
estabhsh 

creditwortiiiness 
Allowed 

Allowed if two 
consecutive late. 

or two 
disconnects 

notices in twelve 
months 

Allowed 
• 

AJlowed 

Allowed 
, 

Yes, Differs 
from subsequent 

behavi<H Î 
scoring for 

termination path 
d^rmination 

Before five 
creditworthin^s 

options 
presented 

Equifax 

• • M B 
establish 

creditworthiness 

Yes, based on 
sconng 

No 

Yes, except for 
PIPP, 

No 

Yea 

BtpffiBBMW 
Creditwortiiiness 
only, no credit 
scoring done 

Before five 
creditwortiiiness 

options 
presented 

Intemal only 

If unable to 
establish 

creditworthiness 

If unable to 
establish 

creditworthiness 

Yes, if two 
disconnection 
notices within 
twelve months 

Yes.exc^tfor 
PIPP. Billed in 

three 
installments, 

none required to 
be paid prior to 
reconnection 

Yes 

Yes 

WBSSBBBI^ 
Yes. Includes 
credit scoring. 
Red, Yellow, 
Green or no 
record drives 
further review 

Before five 
creditworthiness 

options 
presented 

Experian 

If unable to 
establish 

creditworthiness 

All commercial 
ci^omers 

required to nay a 
deposit 

If customer has 
not made full 

bill payment for 
two consecutive 

mcmthŝ  

For two NPD 
orders in twelve 

months, has 
been 

disconnected for 
nonpayment or 
tampering or 
custCHnerhas 

filed for 
bankruptcy' 

Yes 

Yes 

Yes 

Presented as 
choice with 

olher 
creditworthiness 

options 
Equifox utility 

Score 

If un^le to 
establish 

creditworthiness 

Deposit or letter 
of credit 

No 

Yes, except for 
PIPP* 

Occasionally 
for commercial 
and industrial 

(C&I). Ahvays 
for property 
managemoit 

aroups 
Yes' 

Commercial customers can also provide a bank letter of credit to satisfy the deposit 
^PlPPexchided 
^ Ibid. Duke policies are inconsistent in this regard 
'* Data Response I-ll 
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Deposits billed or 
paid before service 
turned on 
Interest Rate paid Min. three 

percent 

Billed 

Three percent 

Billed 
tiiree 

installments 
Three percent 

Billed 

Five percent* 

Paid 

Three percent 

D. Columbia Gas Ohio (CGO) 

Bacl^ound 

When a new customer requests service, a Customer Service Representative (CSR) validates 
the customer's identity and CGO's DIS billing system automatically determines if a security 
deposit is required based on the customer's credit history with CGO (existing or prior customer) 
01 by an external national credit network score (new customer), and the amount of the deposit 
This score differs fiom tiie behavioral risk score used to determine the delinquency/termination 
notification process. Security deposit requirements are determmed first; however, in lieu of 
paying the security deposit, customers may satisfy the financial responsibility requkement by 
one of the otiier methods defined by tiie OAC* As part of CGO's rate case settlement m 2008, 
security deposits for new customers are billed in tiiree installments and service is turned on 
before the deposit is received. 

Conclusions 

1, CGO uses an appropriate process to verify customer identity and detennine security deposit 
requirements for new service requests. 

• In accordance with Federal regulations, CGO has established a Red Flag Program to 
combat identity tiieft. Examples of "red flags" include: an applicant for service presents 
a suspicious identification document; fi-audulent activity related to a customer account; 
or, suspicious behavior regarding access, use or loss of customer infonnation,'' CGO has 
developed red flag procedures and training materials for its CSRs. 

• CGO uses Equifex Pos-ID to verify customer identity and detect red flags, as the fust 
step in the service request process. Pos-ID authenticates the customer's social security 
number, verifies tiiat tiie information provided by the customer matehes and that there are 
not any identity theft seciffity alerts. 

• If Equifax returns a fi-aud alert, or the CSR suspects fi^ud, gas is not turned on for three 
days while an investigation is performed to determine if fi'aud exists.^' 

* Data Response 1-11 
* Document Response 1-25. This is now reduced to three percent 
^ Document RespcHise 1-10 
^ Document Respoiuc 1-10. Otstomer Securi^ Deposits - C^io and December 16,2009 10 am interview 
^ Document Response 1-12 
'*̂  Document Response 1-25 
*' Document Response 1-25 
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• E q u i ^ is also used to determine the need for a security deposit for new customers. If 
the utility credit score determines that tiie applicant is a credit risk, a security deposit is 
required, unless the applicant can establish creditworthiness through the other means 
allowed by the regulation. ̂ ^ 

• CGO requires deposits of all new commercials customers tiiat do not meet tiie 
creditworthiness criteria, and prior commercial customers based on the customer's 
payment history.'^ In lieu of paying a deposit, commercial customers have the option of 
providing a utility letter of credit, an msurer bond, or an inevocable letter of credit from a 
financial institution^'^ 

• CGO requires deposits of new and prior residential customers that do not meet 
creditworthiness criteria as determined by PUCO requirements and the initial credit 
check or prior credit histoiy. 

• Current and prior customers are assessed a security deposit if the customer has an 
outstanding balance or if the customer has a poor or limited payment history with CGO. 

2. Security deposits are collected on about forty percent of accounts turned on (either new 
service or non-pay disconnect reconnects). 

• CGO maintains a security deposit override report, which tracks the number of accoimts 
eligible for security deposits and the number taken, for each call center employee. The 
results are reviewed by the call center team leads as well as revenue recovery.^ 

• During the period Januaiy through November 2009, CGO had 296,520 service requests; 
126,175 (or forty-three percent) of these customers failed either tiie Equifex or intemal 
credit checks. CGO charged a deposit on ninety-seven percent of these accounts, as 
shown in Exhibit IV-2. 

Exhibit IV-2 
Security Deposits -~ Residential and Commercial Customers 

Janiiary ~ November 2009 
CGO 

All tunt-on orders 
(no service with existing meter, okl set; new set; termination/reconnect) 

296,520 

Number of failed credit checks 
Equifax (new customers') 48̂ 21_ 
Internal (terminationATeconnect) 77,6S4_ 

Total 126.175 42.6 
Number of Security Deposits Requested 122.564 97.1 

Source: "Securî  Deposit Reports" provided during the December 16,2009 interviews. 

'̂  December 16,2009 10 am interview 
'̂  December 16,2009 10 am interview 
"* Document Response 1-25 
'̂  Sec Dep Override Report - Sample, "Security Deposits Reports" provided during December 16,2009 interviews 
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« The amount of deposits collected has increased each year fiwn 2007 to 2009. CGO 
collected $11.1 million in deposits between January and October 2009.̂ * 

3. Altiiough allowed by regulation, CGO does not require deposits of delinquent, non-
terminated customers (residential or commercial). 

• CGO does not require deposits from deUnquent residential customers or customers that 
were sent termination notices but were not disconnected. 

- According to the OAC, a deposit may be required of deliaquent customers if the 
customer meets one of the followmg criteria: the customer has not made full payment 
or payment arrangements by the due date for two consecutive bills in the previous 
twelve months or if the customer has been issued a disconnection notice for 
nonpayment two or more times in the previous twelve months. 

- CGO's billing system is not set up to require deposits strictiy for delinquencies; 
however, CGO has requested that its information technology department (Tl) price 
the cost of modifications to allow mid-stream deposits.'^ 

• CGO does not require deposits from delinquent commercial customers. 

• No deposits are required of PIPP customers. '* 

• For non-PIPP customers using the $175 winter reconnection order, the $175 is first 
appUed to the initial one-third deposit instalbnent payment. 

4. CGO appropriately reqitires deposits fi-om residential customers and commercial customers 
that it has disconnected for nonpayment 

5. CGO holds, applies, and returns deposits as specified by PUCO regulations. 

• Deposit rules are programmed mto the DIS billing system, and deposits are automaticalty 
released based on the parameters coded into the system.^' 

• Deposits are generally billed in three installments and are set at the maximum allowed by 
the OAC (130 percent of the estimated monthly charge).^ 

• Deposits are applied to the accoimt after twelve months of timety consecutive payments. 
Refund checks are not issued unless the customer specifically requests a refund or the 
account has a credit balance.^' 

"* C&C Tracker (with Graphs) - COH Deposits Collected, "Security Dqwsits Reports" provkled during December 
16,2009 interviews 
" December 16,2009 10 am interview 
*̂ Decemba: 16,2009 10 am interview 
'̂ December 16, 2009 10 am interview 

^̂  Document Response 1-10 
'̂ December 16,2009 10 am interview 
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• Interest at three percent is added to deposits held more than 180 days. No interest is paid 
for deposits held less than 180 days. 

Recommendations 

1. Evaluate the cost-effectiveness of the system modifications necessary to charge deposits for 
delinquent, non-termmated customers (residential and commercial) as allowed by the OAC. 
(Refers to Conchision IV-3) 

E. Dominion East Ohio (DEO) 

DEO's CSRs handle all requests for new service, woricing with the same CCS customer 
information system used for billing and service requests. DEO procedures require that only the 
individual who will be responsible for the bills can establish service. The applicant's identity is 
confirmed using Experian. The CCS enables tiie CSR to identify prior accounts and link bill 
payment histoiy and any past due amounts to the current applicant and new account Applicants 
must resolve any prior past due amoimts by either paying the balance due or entering into a 
payment arrangement prior to new service being turned on. 

DEO does not require service deposits fi'om any customer with a good prior credit history 
with the company, and does not obtain an outside credit score for new customers. Deposits are 
required from customers who cannot establish their identity through the thiid-party vendor; when 
the customer has a prior past due balance, bankruptcy, energy diversion charge or disconnection 
for non-pay on the DEO system. Customers witii active service who have had more than one 
disconnect notice in the prior twelve months, or have had a returned payment (e.g., NSF or 
account closed), even if the service was never disconnected, are assessed a deposit through the 
deposit warning and request process. A security deposit warning letter is sent when the customer 
receives the first disconnection notice or payment is returned. If a second disconnection notice 
or returned item occurs within twelve months, a deposit is added to the account^ 

Where a deposit is required, the CIS automatically sets the deposit requirements at 130 
percent of the prior average montiily bill at the premises. DEO has a minimum deposit of $20 
for residential customers and $200 for commercial accounts. In keeping with PUCO regulations, 
an applicant can establish credit in lieu of paying the deposit by showing ownership of tiie 
premises or some otiier piece of real estate within the service territory (OAC 4901:1-17-03). 
DEO bills the deposit over three months in accordance with a settlement reached in DEO's 2007 
rate case.̂ ^ No portion of the deposit has to be paid prior to initiating service. 

^ DEO Orientation Presentation and Verification Response 
^̂  Company presentation, p. 42 
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Conclusions 

6. DEO has appropriate systems to verify the identity of individuals and businesses desiring to 
initiate service and to ensure that any past due balances are Imked to new accoimts. 

• Individuals calling to initiate or transfer service are identified using name, prior 
addresses, and social security number. Customer identity is verified through a third-party 
vendor (Experian) that checks against similar names and addresses. 

• CSRs are able to identify past due balances associated witii prior accounts (linked by 
social secimty number), and transfer them to the new account. The customer must pay 
the past due balance and a deposit to re-establish service. 

• A batch process program checks social security numbers of new accoimt holders against 
past due accounts each night Accounts that are not matohed by tiie bateh process are 
reviewed and balances may be manually transferred (for example, if the bateh process 
rejected the transfer because the last name did not match due to marriage). CSRs perform 
manual checks to ensure that prior past due balances are correctly linked to individuals 
opening new accounts.̂ '* 

7. While DEO does not currently perform credit scoring, it is m the process of adding a credit 
scoring system. 

S. DEO has an appropriate process for assessing security deposits for delinquent customers. 

• DEO collected deposits ftom 70,000 new customers over the past three years.^ As of 
January 1,2010, DEO had l.I nullion deposits on hand, totaling $17.2 million.̂ '* 

• PIPP customers are not charged a deposit, regardless of their past history with the 
company, except that if the PIPP customer has an energy diversion charge, that charge 
must be paid prior to re-starting service.̂ ^ 

• Residential customers with two termination notices or returned checks within a twelve-
montii period are assessed dqxisits.^ 

• The system used by the CSRs to set up service automatically determines whether a 
deposit is required fi'om a service appHcant. 

• Customer service supervisors, intemal controls and audit oversight ensure that CSRs do 
not waive deposits inappropriately. 

• DEO is in the process of adding credit scores to their deposit assessment proccss.^^ This 
may increase the number of customers fi-om whom deposits are required. 

24 

" D R E O G - 3 - 7 
IDR 27 

"PCSRP390 Summary List of Security Deposits by Local Office, provided 4/29/10. 
"Company presentati<Mi, p. 42 
^^' DEO Orientation Presentatiwi and Verification Response 
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9. DEO holds, applies and returns deposits as specified by PUCO regulations. 

• Deposits are &pp\ied to the account after twelve months of timety consecutive payments. 
Refund checks are not issued to customers with open accoimts. 

• Commercial deposits are not automatically applied to accoimts. Instead, commercial 
accounts are reviewed after two years, and the deposit may be applied based on payment 
history and financial stability of tiie company.^ 

• Interest at three percent is added to deposits held more than ISOdays.^' 

• An average of 65,750 deposits were appUed against past due balances in each of the past 
three years. ̂  

Recommendations 

2. Incorporate third-party credit scores into tiie deposit assessment process to obtain deposits 
from more customers. (Refers to Conclusions No. IV-7) 

F. Duke Energy Ohio (Duke) 

Prior to providing service to both residential and non-residential customers, Duke performs a 
check to determine if a security deposit is required and the amount of the deposit. For residential 
customers, credit is validated based on the customer's prior histoiy with Duke or using the 
Experian TEC Risk Model for residential credit checks, A cret^t reference tetter fi'om another 
utility or other means, as allowed by regulation, may also be provided for consideration in 
determining creditworthiness. For non-residential customers, an internal assessment is 
performed to determine if the customer has previously established credit. If the customer has not 
established credit, Duke requires a deposit for all new non-residential customers. 

When a customer requests new service at an existing location the previous usage is used to 
determine usage patterns and deposit requirements. The customer also provides information 
which can be used to determine usage. Tbis includes square footage, type of heat, type of water 
heater, and type of appliances. Duke calculates an estimated gas consumption which is then used 
to determine the deposit amoimt. The deposit is calculated as 130 percent of estimated monthty 
usage. A minimum deposit threshold of $25 is established for residential accounts. Deposits are 
waived for those customers participating in the PIPP and WRO. A similar process is used for 
non-residential accounts altiiough tiie infonnation collected differs. A minimum deposit 
threshold of $100 is estabtished for non-residential accounts. 

For existing residential customers who are re-estabUshing service or who have specific 
delmquent payment patterns, the customer's paynient history is the trigger for requiring a deposit 
to reestablish or continue service. Specifically, a residential customer who has bad two non-pay 

™ On-site interviews 
^ Company presentation, p. 43 
"Ibid 
" DR EOG-3-8 
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disconnect notices in the prior twelve months or who has filed for bankruptcy will be required to 
make a deposit using the deposit guidelines described above. ^̂  

Conclusions 

10. Duke verifies customer identity and checks for past due balances when initiatmg service. 

• All requests for new service are routed to the Duke Credit Call Center where an initial 
assessment takes place to determme if the customer has previously estabtished credit with 
Duke. The first step in the process is identity verification. 

• Agents check names and addresses to determine if the applicant has previously had 
service witii Duke, but has not provided the mformation. This check is performed to 
identify and collect past due balances from customers attempting to initiate new service 
with outstanding balances still owed on a previous account. 

11. While Duke has a formal process for determining credit worthmess, its tiireshold for credit 
worthiness may not be appropriate. 

• If the customer has previously established good credit with Duke then no deposit is 
required. If tiie customer has not previously established credit, the agent will ask 
permission to perform a credit check. If a customer scores greater than 600 then the 
security deposit is waived. If the score is less than 600, a deposit is required. The credit 
check is also used as a first step in identifying fraud. If the customer denies the request 
for a credit check, a deposit is required.^* 

• There has been no recent analysis lo validate that the score of 600 is appropriate under 
the current economic conditions and duectiy provides the desued results of reducing bad 
debt exposure while maintainmg customer goodwill. While the economy has changed 
drastically, the credit score threshold has not changed. The scoring is also not part of any 
overall strategy which specifically assigns a bad debt reduction or control target to the 
score level. 

12. Duke has an aggressive policy for pursuing deposits. 

• Duke's strategy is to ensure adequate security coverage by identifying potential bad ddrt 
risk and mitigating that risk to the extent possible. 

• Duke requires deposits of existing, delinquent residential customers. According to 
Duke's written policies and procedures, deposits are required on accounts that have 
received two non-pay disconnect-eligible orders within twelve months and accoimts that 
it has disconnected for tampering or non-payment, ^̂  Deposits are automatically applied 

^̂  Duke written policies and training material are inconsistent in this regard. See DR 01 -001 page 22 of 27 and DR 
Ol-OIOpagelofll 
*̂ Initial presentation handout, DR 025 

^=DR01-O10,pagelofn 
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36 to the customer's next bill. Deposit eligibility is detennined by parameters built into 
the system and requires no manual intervention. 

• For commercial accounts, all new accounts and existing commercial accounts that have 
been non-pay disconnect-eligible twice in a twelve month pmod are required to pay 
deposits. 

• New residential customers that do not meet the credit scoring criteria are required to pay 
a deposit. Customers that refuse to provide a social security number, or do not have or do 
not remember their socisU security number are also required to pay a deposit, 

• Customers that have filed bankruptey, engaged in tampering, firaud or theft of service are 
required to pay deposits. 

• Customers witii accounts that have charged off are required to pay deposits. 

• Customers that have had service terminated for nonpayment must pay a deposit in order 
to have service reconnected, 

13. Despite the existence of procedures designed to check for past due balances, a number of 
customers with outstanding balances have been allowed to establish new service without 
paying past anearages. 

• Despite the screening process and credit reporting, a number of Duke customers are being 
provided new service without being identified as owing past due balances. 

• Duke has an accounts receivable group that is dedicated to researching new service 
applications and identifymg those which should have had deposits ai^Hed. 

14. Duke's policies regarding screening and the collection and refund of customer deposits 
follow regulatory guidelines. 

« Duke's poUcies regarding credit worthiness and deposits adhere to the regulatory 
guidelines set forth in the OAC Chapter 4901. 

• Interest paid on deposits (five percent) is actually higher than required by the OAC (three 
percent). 

• Deposits for residential accounts in good standing will be credited to Ihe customer's 
account after twelve montiis. Non-residential customer deposits are eligible for return 
after twenty-four months. 

Recommendations 

3. Perform an analysis to determine if tiie TEC Risk Model Score tiireshold used to determine 
residential deposit is appropriate. (Refers to Conclusion No. IV-10) 

^ Duke Verification Response and discussion 
" Midlife Security Deposits document received April 7,2010 
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• At a minimum, Duke should stratify its residential bad debt accounts based on a range of 
TEC Risk Model Scores. 

• Duke should also have an overall strategy for why thresholds are set at a certain level and 
what benefits would be expected fi^om changing the scoring threshold (i.e., raising the 
score to 625 will reduce bad debt by x percent). 

4. Rigorously examine the initial screening process to determine where weaknesses exist that 
allows customeis to receive new service vdthout clearing previous balances. (Refers to 
Conclusion No. IV-12) 

• As a result of efforts aheady underway Duke has identified a sample set of customers 
who have continued to receive service when Duke should have required them to clear 
arrearages. 

• Using this sample as a starting point, Duke should identify specific improvement 
opportunities, establish procedures and controls to ensure prior balances are identified 
and linked to the new account, and develop and track metrics to ensure controls are 
functioning properly. 

G. Vectren Energy Delivery of Ohio (VEDO) 

Initial customer screening and risk assessment Is conducted by VEDO's call center in 
Evansville, Indiana. Customer records along with billing and payments are contained within 
VEDO's Banner Billing System. Customers can request service via telephone, facsimile, web 
interface, and written letter. Regardless of the method used to request service, all potential 
ctistomers undergo a screening interview. 

For residential customers, VEDO first requests a phone number and determines whether that 
number is associated with any accounts currentiy in the Banner system. This information allows 
VEDO to determine whether the name on the account matehes the person calling, and assess the 
customer's payment histoiy, including unpaid balances. After the telephone number is reviewed, 
the formal interview begins. Existing customers are asked to validate the social security number 
on the account and new customers are asked if they would provide a social security number. 
This information is used to validate the customer's identity. 

The customer is then required to establish credit worthiness. Only after the customer meets 
the credit worthiness requirement, can a service connection be processed. For new customers, 
the following five options are presented to the customer as means to satisfy the creditworthiness 
requirement: 

• Credit reference fi'om another utility 
• Passing of a credit uiquiry via Equifax, passing score is 700 
• Guarantor letter 
• Own property 
• Deposit 
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For existing and previous customers, tiie CSR reviews the customer's credit history. If the 
payment history is good, no deposit is requued; otherwise, one is assessed based on the expected 
monthly average bill plus any impaid balances. A good payment history is defined as one where 
the customer does not owe VEDO a debt and: 

t Customer has made full payment or payment arrangements by the due date at minimum 
eveiy other month for the preceding twelve months. 

• Customer had one or less disconnect notices 
• Customer was not disconnected for nonpayment, firaud, tanq>ering, or unauthorized 

reconnection.^^ 

All new commercial customers are required to pay a deposit prior to initiating service. A 
new customer is defined as one that has not had active service in the previous thuty days. The 
deposit is 130 percent of the average expected or actual bill for the fecility. Existing commercial 
customers transferring service must pass VEDO's credit reqiurements or provide a deposit for 
the new premises: 

• The customer did not receive two or more consecutive disconnect notices in the last 
twenty-four months.^" 

• The customer did not receive three or more disconnect notices in the past twenty-four 
montiis.'*" 

Property management companies are viewed as a single customer with multiple meters. Poor 
payment performance at any location requires a deposit on all accounts.'*^ 

Conclusions 

15. VEDO has appropriate systems to verify tiie identity of individuals and businesses requesting 
senrice and ensure that any past due balances are linked to new accounts. 

• Individuals calUng to initiate or transfer service are identified usmg name, prior 
addresses, and social security number. Customer identity is verified through Equifax. If 
the customer-provided name matehes the name provided by Equifax, positive 
identification is established. If an interviewee refiises to provide a social security 
number, VEDO requires that a form be submitted with a copy of a government-issued 
identification card. 

• Any past due balances associated witii prior accounts are transferred to the new account, 
and the customer must pay the past due balance and a deposit to re-establish service. 

3« VEDO Verification Response 
^ 'DRIl 
*'' DR 11 
*' I Goodge 
-•'Ibid. 
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16. VEDO has esteblished process for determining new customer creditworthiness in accordance 
with PUCO regulations. 

• CSRs offer customers all five options to establish credit worthiness. Most customers opt 
for passing a credit inquiry.̂ ^ VEDO utilizes a passing score of 700 per Equifex's 
recommendation. The score is calculated onfy on payment of 'utility like' bills. VEDO 
has detennined that fifty percent of customers fail at this level and thus would be 
assessed a utility deposit unless they met one of (he other credit worthy conditions. 

* Using the information provided by the Banner customer information system, the CSRs 
determine whether a deposit is required from a residential service applicant The system 
contains customer payment histoiy including whether the applicant was a previous 
customer that owed a debt, received two or more disconnect notices in the previous 
twelve months, or was disconnected for non-payment or fiaud, and requires the payment 
of a deposit prior to establishing service. VEDO procedures require the CSR to input the 
method of credit worthiness chosen prior to scheduling the service order. If none of the 
four non-deposit options are selected, a deposit is required. The system automatically 
calculates the deposit based on historical usage of the facility.*̂ ^ 

• New commercial customers are required to render a deposit prior to establishing service, 
A letter of credit from a bank may be used in lieu of a deposit. A new commercial 
customer is a customer tiiat has not had service with VEDO in the previous thirty days.** 

• During 2009, VEDO held $5.9 million in deposits on 43,950 accounts - approximately 
fourteen percent of all accounts. PIPP customers are no longer assessed deposits. 

17. VEDO does not utilize mid-stream deposits to mininuze risk. 

• Residential customers are not assessed mid-stream deposits based on delinquency or 
number of disconnect notices issued. Residential and commercial customers are assessed 
deposits to re-connect service after disconnection for non-payment 

• Commercial customers are occasionally assessed mid-stream deposits due to perceived 
risk."' 

IS. VEDO holds, applies, and returns deposits as specified by PUCO regulations 

• Deposits are ^plied to accounts when the customer has made timely, consecutive 
pa3rment nme of the previous twelve months; the deposit is applied at montii twelve. 
Refund checks are not issued to customers with open accounts but the deposit is credited 
to the account. 

* I Brann 
** Email from R. Boling April 2,2010 to D. Francis 
*' VEDO Verification Response 
* D R n 
^ Email from R. Boling April 2.2010 to D. Francis 
" D R l l 
«]bid. 
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• Commercial accounts are reviewed after two years, and the deposit may be refimded 
based on the payment history. 

• Interest at three percent is added to deposits held more than 180 days.^ 

Recommendations 

5. Evaluate the cost-effectiveness of assessing mid-stream deposits for the following: (Refers 
to Conchision rV-16) 

• Residential customers that have received two or more disconnect notices withm the past 
twelve months. 

» Commercial customers that have received a disconnect notice. 

^"Ibid 
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CHAPTER V: TERMINATIONS AND PAYMENT ARRANGEMENTS 

This Chapter provides a discussion of the Ohio gas utilities* practices related to termination 
and reconnection of service. It also addresses the extended payment plans and bill assistance 
programs offered by the Ohio gas utilities, includmg those mandated by state regulations and 
those offered by the utilities on a vohmtaiy basis. 

A« Summary of Regulatory Requirements 

Tenninat ions 

According to Ohio Administrative Code (OAC) Chapter 4901:1-13-11, bills issued by tiie 
utilities are to be accurate and rendered at regular intervals, and shall be due not less than 
fourteen days firom the date of the postmark on the bill. When a customer pays a bill at the 
utility's office or authorized payment agent, the payment must be immediately credited to the 
customer's accoimt where feasible, but no later than the date received at the office or payment 
agent. With proper notification, the Ohio utilities are able to terminate service to residential and 
non-residential customers for reasons of non-payment. The utilities cannot disconnect service if 
the customer pays the total amount due or the agreed upon payment amount by the close of 
business on the date listed on the disconnection notice. 

Commercial Customers 

A utility may deny or disconnect service to commercial customers when the customer does 
not meet the utility's creditworthiness standards. A utility may also deny seivice when a former 
small commercial customer, whose account is still in arrears for service previously furnished at a 
premise has again requested service for that premise. The utilities must provide the commercial 
customer with five business days (after post-mark date) written notice of intent to disconnect. 
The disconnect notice must specify tiie account number, past due amoimt, deposit owed and any 
reconnection charges, the earliest date discoimection may occur, as well as other required 
notifications. In accordance with Chapters 4901:1-13-08 of the Code, commercial customers can 
be terminated for ^ilure to pay bills and any tariff charges, including deposits; however, service 
may not be terminated for disputed amounts. 

Residential Customers 

Residential customers can be terminated for nonpayment, including nonpayment of security 
deposits applied to delinquent bills as a condition for continued service, upon compliance with 
the provisions and procedures set forth in tiie OAC. An individually metered residential account 
is considered delinquent when the customer has not made the fiill payment or arrangements for 
payment by the due date, for any given bill containing a previous balance for regulated services, 
or when the customer is in defauh on or fails to make the initial payment on an extended 
payment plan. The minimiun paynient necessary to avoid disconnection cannot be greater than 
the delinquent amount 
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The utilities are required to provide individually-metered residential customers with fourteen-
day notification prior to disconnection during tiie non-winter period (April 16 - October 31) and 
an additional ten-day notification during the winter moratorium period (November 1 - April 15). 
For the winter periods prior to November 1,2010, for Duke, DEO and VEDO, the additional ten-
day notice had to be made by personal contact, telephone, or hand-delivered written notice. The 
November 1, 2010 rule changes allow all gas companies to provide tiie additional ten day 
notification via mail. This change was implemented early for CGO as part of a settiement 
agreement. On the day of disconnection, the utilities must provide the customer with a peisonal 
notice, A written notice can be posted on the premise if an adult is not at home. The utility 
cannot disconnect a residential customer after 12:30 pm, if reconnect and payment anangement 
services are not provided by the utility on the followmg day. 

The utilities are not able to disconnect residential customers for nonpayment if the customer 
has a certified health condition. A medical certificate will prevent disconnection for thirty days, 
and can be used to restore service. Medical certificates may be used or renewed two additional 
times, not to exceed a total of ninety days per household m any twelve-month period. 
Customers using a medical certificate must enter into an extended payment arrangement, with 
the initial instalhnent due not prior to tiie end of the certification period. 

The utilities can disconnect the service of mdividuals whose utility services are included in 
their rent and of tenants with master-metered service for which the customer is the landlord upon 
providing an appropriate fourteen-day notification and an additional ten-day notification (year 
round). 

In addition to the termination notification requirements outlined in the Code, in past years the 
PUCO issued a moratorium on the termination of residential customers for various periods 
during the winter at the request of tiie Governor. For example, on December 17,2007, a nmety-
day moratorium which ^plied to residential customers whose household income was at or below 
175 percent of the federal poverty guidelines was issued.' The moratorium was valid as long as 
the customer was on an extended payment plan or agreed to enroll in PIPP or anoUier PUCO-
ordered payment arrangement. A similar moratorium was also in effect for the 2008-09 winter 
period; however, the 2008-09 moratorium did not have income as a qualifier. The utilities were 
asked to not turn off any service regardless of income level. The Governor did not issue a 
moratorium for the 2009-10 wmter period. 

In addition to the special winter moratoria, a Winter Reconnect Order (WRO) is in effect 
each year. The WRO allows residential customers who are disconnected or threatened with 
disconnection the opportunity to pay $175 and enter into a payment arrangement in order to 
maintain or reestablish service, regardless of the past due balance on (he account The WOR 
applies to all residential customers regardless of income level. 

Reconnection 

Under current regulations, unless otherwise agreed to, upon payment of the fiill amount or 
any agreed-upon payment anangement amount and required deposits, the utility must reconnect 

' December 19,2007 News Release , 

TERMINATIONS AND PAYMENT ARRANGEMENTS V-2 ^ NORTHSTAR 



CONFIDENTIAL 

die service by tiie close of the following regular working day after payment The amount owed 
is either the delinquent amount for which flic customer was disconnected or the payment 
airangement amount The utilities cannot require that the customer pay any amounts owed but 
not currently past due, or any amounts owed or past due on other accounts. Customers can have 
service reconnected the same day if they provide proof of payment and notify the company no 
later than 12:30 pm of the request for same day reconnection. OAC rule changes to be 
implemented on November 1, 2010 eliminate the same/next day reconnection requirement for 
customers whose service has been terminated for greater than ten days. For CGO this change is 
aheady in effect. 

Payment Arrangements 

Extended payment plans are covwed m Chapters 4901:1-18 of tiie OAC. Utilities are 
required to inform customers who are delinquent, or wish to avoid a delmquency, that it will 
make extensions or other extended payment plans appropriate for botii the customer and the 
company. If the customer proposes payment terms, the company has the option to accept or 
reject the customer's proposed terms, based on the account balance, the length of time of the 
outstanding balance, the customer's recent payment histoiy, the reasons why the customer has 
not made payment, and any other relevant ^ to r s concerning the circumstance of the customer. 
If the customer does not propose payment terms, the company is to offer customers the following 
payment plans:^ 

• Cuixent plus One-Sixth plan: Six equal monthly payments on anearages plus the full 
payment of current bills. 

• One-Thud plan: One-third of the balance due each month (arrearage plus current bill), 
available during the winter heating season only. 

• Percentage of Income Payment Program (PIPP) and tiie Post-PIPP Arrearage Crediting 
program, 

• Uniform Paynient Plan (Bucket Plan): Monthly payments equal to average of prior 
year's bills, adjusted for known changes. Arrearages do not have to be included in the 
uniform payment plan. Uniform plans are available only to customers who are not in 
default on a previous extended payment plan. 

If the customer informs (he company of a medical problem, the company is to inform the 
customer of the medical certification program. The medical certification does not itself 
constitute a payment plan, but customers invoking a medical ceotification to avoid disconnection 
are required to enter into a payment plan or go on PIPP, effective at the expiration of the medical 
certification hold. 

In addition to these required payment plans, the utilities have the option of offering other 
payment plans (e.g., spreading airearages over different time periods), or short term extensions 
where a customer is granted a limited additional tune in which to pay their full bill amount. 

^(OAC) Chapter 4901:1-18-04 
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The Code also sets forth procedures for handling payments for undercharges that arise due to 
metering issues or other factors under the utility's control. In these situations, the amount of 
undercharge is to he billed to the customer equally over a twelve-month period (residential) or 
over the same period that tiie undercharge occurred (small conunercial).^ 

Under all the payment plans, failure to either make tiie initial payment, or to pay the billed 
payment plan amount when due, is deemed a default of the payment plan, and customers may be 
subject to teimination. To avoid disconnection, customers must pay the amount of the payment 
plan arrearage, not the total account anearage. 

PIPP 

OAC Chapter 4901:1-18-03(B) specifies that any customer whose household income is equal 
to or less than 150 percent of the federal poverty level on an annualized basis is eligible for PIPP. 
Under cunent PIPP guidelines, customers pay ten percent of their monthly household income to 
the jurisdictional company that provides the primaiy source of heat, and five percent to the 
jurisdictional compsny that provides the secondary source of heat. During the summer period, 
these customers are to pay the greater of the percent of income or the actual bill.** PIPP 
customers are required to recertify their annual household income at least once every twelve 
months.' PIPP customers must also apply for the Federal Home Energy Assistance Program 
(HEAP) and for weatherization programs offered in their area. The utilities are required to apply 
any funds received on behalf of a PIPP customer firom HEAP to the current bill of tiiat customer. 

The Ohio Department of Development (ODOD) is responsible for the initial income 
certification and all re-verification. ODOD also sets tiie amount of the PIPP payment for each 
customer. Under current mqilementation guidelines, ODOD has to contact all PIPP recipients 
once a year to obtain current income information, recertify the recipient, and set any changes in 
tiieir PIPP payment amoimt. Customers who do not re-certify their eligibility, or whose income 
exceeds the 150 percent cut off, are dropped from the program. ODOD provides the utiUties 
with electronic files with re-certification and dropped PEPP recipients. The ODOD is authorized 
to charge the utilities for the income verification on a per applicant basis. The utilities can 
recover these costs through the PIPP rider.* 

Low income customers participating in PIPP remain responsible fiw their entire utility bill, 
even tiiough tiiey are only paymg a portion of tiie actual bill. To address the issue of PIPP 
arrearages when customers come off PIPP, the PUCO instituted an "arrearage crediting 
program*':̂  

• During his first twelve months off the PIPP plan, the customer continues to pay the same 
amoimt as during the last month as a qualified PIPP customer. 

= Chapter 490I:1-13-04(D)(5)(3) and (G). 
'* Gas customers are required to make the mcmtiily PIPP payment even tiiough die actual bill may be less. 
' Zero income PIPP customers must recertify that status cveiy 90 days. 
' DR-EOG-3-14 
' Findmg and Order in Case Nos. 88-1115-GE-PIP, 90-705-GE-PlP, and 90-879-GE-ORD, Decem^r 2,1993. 
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• During the second twelve months off the PIPP plan, the customer is required to pay eitiier 
the current bill or a traditional budget billing amount, 

• During the tiiird twelve months off the PIPP plan, the customer is required to pay eitiier 
the current bill or a traditional budget billing amount plus up to $20 extra towards their 
arrearage. The utilities are required to match the additional payments 19 to $20 as a 
credit toward the anearage, and are authorized to recover these credits m the PIPP rider. 

Program Changes 

Effective November 1,2010, tiie payment plans discussed above are modified as follow; 

• Add a One-Nmtii Plan: A nuie-month budget amount that includes one-ninth of their 
account arrearages. 

• Modify the One-Third Plan to require that the customer be given the option of paying any 
anearage balance at tiie end of the one-third period, entering into another payment plan, 
or going on PIPP (if qualified). 

• Clarifies that, if requested by a customer havuig trouble complying with any payment 
plan, the utility may agree to modify tiie payment plan to meet botii the customers' and 
the utility's needs. 

The new regulations also make changes to PIPP. In particular, beginning in November 
2010:'' 

• The required PIPP payment will be reduced to six percent of household income, 

• PIPP customers are given a sixty-day grace period after their anniversary date to re-verify 
eligibility. 

• PIPP customers must be current on their income-based PIPP payments at their 
anniversary date to be able to remain on PIPP for the next year. Customers are given one 
billing cycle after the anniversary dale to pay any missed PIPP payments before being 
removed. Missed PIPP payments are defined to include any delayed payments resulting 
fi-om invoking any medical certificate and any payments missed while the customer was 
disconnected fixim gas service. 

• PIPP customers may only re-enroll in the program after they have made up all missed 
PIPP payments, including payments for months when the customer was disconnected 
fi'om service. 

The new regulations define a "graduate" PIPP customer as a PIPP customer who elected to 
end participation in PIPP or is no longer income eligible for PIPP. The regulations establish the 
graduate PIPP payments as the average of the customer's last PIPP payment and what would be 

^New 4901:1-18-05 
^ New 4901:1-18-12 
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their budget bill amount. During the first twelve months as a graduate PIPP customer, the 
customer is eligible for the arrearage creditmg program, described below. After twelve montiis, 
the graduate PIPP customer is responsible for any remaining arrearage on their account ̂ ^ 

The new regulations also establish a PIPP arrearage crediting program, as follows": 

• Every time a PIPP customer makes an on-time payment, the utility is to reduce the 
customer's arrearage by the difference between the current bill amount and the 
customer's required PIPP payment plus 1/24* of the balance at the time of enrollment or 
reenrollment 

• Graduate PIPP customers are credited with the difference between the amount of the 
actual bill and the required payment (as specified above), plus 1/12* of the anearages as 
of the time of emollment in graduate PIPP. 

• Neither PIPP nor graduate PIPP customers are eligible for a refund of any credit balance 
on their account. Any credit balance at the time a PIPP or graduate PIPP customer is 
rendered a final bill is to be credited to the PIPP rider. 

The new regulations clarify that neitiier PIPP nor graduate PIPP customers are to be charged 
either a deposit to initiate service, or late fees on their bills, '̂  

Winter Reconnect Order (WRO) 

Each fall for the past twenty-five years, the PUCO has instituted special reconnection/biU 
payment procedures, which are offered to any Ohio utility customer to forestall disconnection of 
service for non-payment or to reconnect service during tiie winter season. These procedures are 
handled annually through a PUCO procedural order." 

Under the WRO policies, a utility must suspend any disconnect order, or must reconnect 
service aheady disconnected, so long as the customer pays $175. The payment can come from 
the Emergency Home Energy Assistance Program (E-HEAP) or fixim any otiier funds. There is 
no income requirement associated with the WRO. If tiie utility uses the $175 payment to have 
service reconnected, the utility is allowed to add its a^jroved reconnection charge, up to $36, 
plus any security deposit the utility would normally require, and credit the $175 payment against 
these charges, with the remainder of the WRO payment being applied to past due arrearages. 
Customers using the WRO must also enter into a payment anangement 

Exhibit V-1 shows tiie utilization of WROs for die 2008-2009 winter for each of tiie 
utilities."* Based on tiiis data, tiie majority of tiie customers using tiie WRO (seventy-one 
percent) used it to avoid to being disconnected. Of the twenty-nme percent of customers using 
the WRO to reconnect service, almost half (forty-six percent) were customers who had not had 
service for less than seven days, invoking the WRO immediately after disconnection. Thirty 

'"New 4901:1-18-16 
"New 4901:1-18-14 
'̂  New 4901:1-18-15 
'̂  Order in Case No. 09-782-CE-UNC, for the 2009-2010 winter season 
" Data provided to NorthStar by the PUCO staff, Feb. 18,2010 
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percent used the WRO to restart service after they were disconnected for over nmety days. 
These customers most likely had had their service disconnected in the spring, feh they did not 
reqitire gas service during the summer, and waited to re-start service until the WRO was 
implemented. 

Exhibit V-1 also shows that, in aggregate, the average amount required to reconnect or avoid 
termination without the WRO was approximately $400, so payment of the $175 under the WRO 
recovered about 40 percent of tiie amoimt owed to tiie utilities by these customers (without 
consideration of any reconnection fees and deposits that might be charged to tiiese accounts by 
the utilities). 

Under the WRO procedures, utilities are required to place customers invoking the WRO onto 
an extended payment plan at the time tiie WRO is invoked. Exhibit V-2 shows that 43 percent 
of DEO, VEDO and Duke customers using the WRO were already either on PIPP or some other 
payment plan. The numbers CGO has been providing to staff in compliance witii the WRO have 
been determined by CGO to be not valid. As a result, CGO's numbers are not included in the 
table. Of tiie 57 percent of DEO, Duke and VEDO customers using die WRO that were not 
already on PIPP or another plan, 21 percent were reported as not being placed on a plan after 
using tiie WRO. 
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B, Preferred Practices 

The Ohio gas companies were evaluated against the following preferred practices: 

t The billing cycle does not drive collections activity (e.g., termination notices do not 
expire with a new bill). 

• Collections thresholds are appropriately set and balance collections costs while ensuring 
the timeliness and appropriate level of collections activities. 

• The utility's ability to disconnect service for non-payment is not adversely affected by 
other work activities. 

• The utility offers each of flie extended payment plans called for by the regulations, and 
the programs arc offered on a consistent basis to all customers. 

• The utility attempts to obtain full payment fiom delinquent customers before offering 
extended payment plans, includmg having an appropriate policy regarding short-term 
payment extensions. 

• The utility signs customers up for extended payment plans when they use the WRO. 

C.Key Practice Comparison 

Exhibit V-3 provides a comparison of key collections practices. Additional details regarding 
each utility's activities are provided in Section D. 

Exhibit V-3 
Key Practice Comparison - Terminations and Payment Arrangements 

Internal moratorium 20 degrees 
witiiin twenty-

four hours 

20 degrees 
within forty-
eight hours 

25 degrees 20 degrees 
within twenty-

four hours 
Terminations 
workforce 

N/A Primarily 
dedicated 
collectors. 

Some service 
techs 

Exclusively 
Internal staff, 

also do 
collections and 
otiier fieldwork 

Primarily 
de<^cat^ 
internal 

collectors 

Dedicated 
external 

coWectoisin 
Dayton area. 

Internal service 
techs elsewhere 

i!̂ .f!̂ ?'!?lllfî !̂ !!̂ PJ? gf?^gs^ii4iHfH: m^m^mm siSisi SliifMIll l l i i l l^ll^ 
Bill due No swner than 

fourteeo d%ys 
after postmak 

Fouiteen days Fourteen days Twenty-one 
days 

Fourteen days 
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Termination notice 
date commercial and 
industrial 

Five days Fourteen days 
after due for 

small 
commercial 

(same as 
residential), 

five for 
industrid 

One day after 
due, which is 
fourteen days 
after notice on 

bill 

Five days after 
due 

Fourteen days 
aSer due (same 
as residential) 

Earliest Termination 
Date (residential) 

Forty-four days Forty-five days 
non-wintfif 

Fifty-eight days 
winter 

Forty-five days 
non-winter; 

fifty-eight days 
winter 

Eigbty-four days Forty-eight days 
ntm-winter 

Sixly-ibree days 
winter 

Disconnect notice 
du^hold 

NA Medium to ultra 
high-risk 

delinquent 
customers <MiIy. 

Threshold 
decreases at high 

risk levels 

Past due balance 
>$100. Others 

get reminder 
notice 

Depends upon 
credit status. 

Thresholds used 
within each 

status are 5100 
due <»* deposit 
post due of $25 

or greater 

Past due balance 
>S50 

Minimum dollar 
scheduled fbr 
disconnection 

Varies by risk 
segment. 

$100 ultra high 
risk, S150 high. 
S200 medium 

Past due balance 
>S250 

Past due balance 
>$100 

all customers 

Past due balance 
>$100 

Offers short-term 
extensions 

Allowed Yes If requested, on 
case-by-case 

basis 

On case-by-case 
basis 

Yes 

OfEer One-Sixth 
Paymoit Plan 

Yes Yes Yes Yes' Yes 

Offer One-Third 
Payment Plan in 
Winter 

Yes Yes Yes Yes Yes 

Offer PIPP to 
qualified customers 

Yes Yes Yes Yes Yes 

Offer Budget Billing 
to qualified 
customers 

Yes Yes Yes Yes Yes 

Participate in $175 
Winter Reconnect 
Program 

Yes Yes Yes Yes Yes 

Offer additional 
payment plans 

Allowed Utility fbel ftmd 
and utility oisis 

fiielfimd. 
Income 

Ineligible 
Payment Plan 

PIPP and post 
PIPP repayment 

crediting 
program 

Conwmer 
Credit 

Counseling 
Service 

Separation'* 

No longer offers 
additional 
programs 

Only one six montii agreement in a 12-month period if the customer defaults 
'̂  Customers can have one service left on (gas or electric) 
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Offer additional 
assistance programs 

Allowed HeatShare, 
WarmChoice® 

Enei^Share 
Energy 

Assistance 

HeatShare' None 

D. Columbia Gas of Ohio (CGO) 

Background 

A delinquent CGO customer will receive a reminder notice or a termination notice based on 
their assessed risk level and the dollar amount of the delinquent balance. Customers perceived to 
be higher risk receive a termmation notice for a lower balance. 

CGO provides all residential customers scheduled for termination with the required fourteen-
day notification and the additional ten-day notification during tiie winter period. Altiiough 
commercial customers can be terminated with five-days notice, CGO uses the fourteen-day 
notification process for small commercial customers as well as residential, as the meters are read 
on the same routes. Large industrial customers are provided five-day notice. During the non-
heating season, diut-off orders are generated between days forty-four and forty-seven (from the 
date the original delmquent bill was issued), and service is terminated (or amounts are collected) 
between days forty-five and sixty-one. During tiie heating season, the required ten-day 
notification is provided and service is terminated between days fifty-eight and sixty. On day 
sixty-one a new bill is generated and the collections cycle resets. CGO does not continue to 
collect on past due balances once a new biU is issued. 

Once a field collector is at a customer's premise, the collector will attempt to collect 
payment, and then terminate service if payment is not received. CGO does not accept cash m the 
field; however, customers can pay by electronic check or credit card while the collector is at the 
premise to avoid termination. If the customer wishes to pay using cash, they are duected to an 
authorized payment location and the field collector will return to the premise to confirm payment 
or terminate service if the customer does not call in a payment receipt which will pull the shutoff 
order. 

Ehuing moratorium periods (either internal weather moratoriums or state-mandated winter 
season moratoriums) the field collectors continue to peifonn premise visits in an attempt to 
collect delinquent balances, hang door tags (where appropriate), and perform more non-gas work 
(e.g., meter change outs), but are unable (o perform non-pay disconnects, CGO uses an 
automated dialer to deliver the ten-day notification, but in the event it is unable to deliver the 
verbal notice or does not receive confirmation that the customer received it, CGO mails the 
notice. CGO does not terminate customers if the temperature in the customer's district is 
projected to fall below 20 degrees Fahrenheit within the next twenty-four hours. 

Non-pay disconnects are handled by both a dedicated collections work force (intemal and 
contract collectors) and by CGO's service technicians. The service technicians supplement the 
activities of (he dedicated collectors in the urban areas and perform the collections activities in 

'̂  This is a Duke fimded program that supplements bill paymmts 
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tiie rural areas. Exhibit V-4 provides a breakdown for CCJO'S 28 area office locations. In 2009, 
service technicians handled about 16 percent of tiie NPD volume.*^ CGO has 25 contract and 12 
intemal collectors servmg Ohio." 

Exhibit V-4 
Collections Workforce Distribution 

CGO 

m^^^mm^mmmm^ 
Dedicated collectors only (Company and Contract) 
Service technicians only 
Combinatitm 

12 
11 

Source: Dedicated cotlectons versus Service Technicians by Location, [novided 
during December 18,2009 interview with Manager, Meter Heeding & Collections. 

CGO's Integration Center (IC) schedules the non-pay disconnect work based on pre
determined job times, workload and resource availability. Job time estimates were last reviewed 
in 2009, and will be updated now.that CGO no longer hangs door tags.^ Current job time 
estimates arc 12 minutes for urban areas (including travel time) and 17 minutes for rural areas.^' 
For the dedicated collectors (intemal and contractors) the active collection orders are 
automaticalty dropped by the system into the collectors' schedules. In the event the woikload 
exceeds the available resources, the system automatically prioritizes based on days-to-live (i.e., 
days remaining before tiie account cycles out of the termination queue due to the generation of a 
new bill); accounts are not prioritized based on balance due or other factors. If it appears a 
collector will complete his/her scheduled work early, the IC will drop additional accounts into 
his/her schedule during the course of the day. Tum-ons are handled by service technicians who 
also perform non-pay disconnects in the more rural areas. For the service technicians, customer 
requested services are automatically scheduled by the system and then non-pay disconnects are 
added based on remaining resource capacity. 

If tiie field collectors are not able to locate or clean the curb box, the job is coded so follow-
up can take place. Field collectors submit a request to have a crew locate/clean a curb box on 
accounts with balances over $500,^ If they need to dig or blow out a curb box, it automatically 
generates a field order. Field personnel are given guidelines of about ten minutes to try to clean 
a curb box and ten mmutes to try to locate.̂ ^ 

Payment Arranyements 

For its customers that become delinquent, CGO offers all PUCO-mandated payment plans: 
PIPP, the one-third payment plan (heating season only), the one-sixth plan, and the $175 heating 
season WRO plan. As part of its settiement agreement, CGO also began providing customers 
with the one-ninth plan option in October 2009. CGO also offers a basic extended payment plan 

'^ December 18,2009 interview with Manage-, Meter Reading & Collections 
" March 3,2010 phcme interview and document response 2-12 
^̂  December 18,2009 interview with Manager, Meter Reading St Collections 
'̂ March 3,2010 phone interview with IC scheduling, etal 

^̂  Document response 2-15 
" March 3,2010 phone interview with IC scheduling, et al 
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which is used for back billing adjustments and offered as a last resort for delmquent customers. 
Under the basic extended payment plan, the customer pays the current bill each month, plus the 
arrears divided over three to twelve months.^* 

Customers that are no longer mcome eligible for PIPP may enroll in the Income Ineligible 
Payment Plan (UPP). Customers pay (he previous PIPP payment plan amount during months 1 
tiirough 12. During montiis 13 through 23 they pay the current monthly bill amount. From 
month 24 until the arrearage is paid, the customer pays tiie current bill plus an extra amount not 
to exceed $20, and receives an additional arrearage credit equal to the extra amount.^ 

CGO offers two additional assistance programs for Innitod mcome customers whose income 
exceeds the PIPP guidelines: 

• The Utility Fuel Fund is a $2.1 million emergency fund created through a refund fix>m 
interstate pipeline suppliers. This fund is administered by commimity action agencies 
and is available to customers with income between 175 and 200 percent of the federal 
poverty guidelines. 

• The Utility Crisis Fuel Fimd comprises $1.85 nullion in shareholder dollars. It is the 
timd of last resort and is available for customers v^th incomes up to 17S percent of the 
federal poverty guidelines. This fund is also administered by the community action 
agencies and is available to customers over five heating seasons. 

Non-delinquent customers are able to sign up for budget billing, which levels the customer's 
bills over the course of the year. Budget billing amounts are adjusted at least once per year (mid
year) and may be adjusted more frequently if circumstances warrant (e.g., rate change, 
significant change ui gas prices). Customers are able to miss a payment and remain on budget 
billmg.^^ Customers may sign up for budget billing at any time during the year if there are no 
arrearages on the account. Twenty nine-percent of CGO's customers arc on budget billing. 
CGO believes budget billing reduces arrearages. ^̂  

Conclusions 

1. CGO field collectors and service techs ultimatety work a small percentage of the accounts to 
whom it sends termination notices (about twenty-five percent). Most notices are ultimately 
not eligible for termination in accordance with CGO guidelines. 

• As shown in Exhibit V-5, termmation notices are printed on about five percent of CGO's 
bills, CGO does not track the number of customers that are delinquent but only receive 
reminder notices. According to CGO's data, about 25 percent of the notices are 
ultimately eligible for and scheduled for disconnection. Customers who pay or enter into 
a payment arrangement upon receipt of a disconnect notice are not eligible for or 
scheduled for disconnection. 

" November 18,2009 Presentation 
^' Document Response 1-10 
*̂ December 17,2009 interview Manager, Revenue Recovery 

^̂  December 17,2009 interview Manager, Revenue Recovery . 
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Exhibit V-5 
Termination Notices and Scheduling 

CGO 

^ ^ 
j ^ M M 

Total number of bills sent to customers (estimate) 17.500.000 17,500.000 13.125,000 
Number of terminatlcMt notices sent 892,999 917,526 745.609 
TerminatiDn notices as a pncent of total bills 
(Notel) 5.1% 5.2% 5.7% 
Number of bills eligible and scheduled for termmation for 
non-trayment after applicati<m of CGO tiiresholds 262330 230.456 187.410 
Tenninations scheduled as a percent of noticea 29.4% 25.1% 25.1% 

Note 1: Numbers of temiination notices do not represent unique customers. An individual customer may receive 
multiple notices. 
Source: Data Responses 1-14,1-6 and 1-5. 

• CGO reports indicate that seventy-five percent of customers receiving termination notices 
either paid all or a portion of their bill or entered into a payment arrangement with CGO. 
CGO's Information Technology department (IT) reviewed and validated the queries used 
to select the accounts available for teimination.^^ IT also performed an ad hoc query in 
March 2010, to finther validate the results. Accordmg to the results of IT's analysis: 

- In January 2010, CGO sent 62,543 termination notices to customer. 

- CGO received a payment on 44,698 of these accoimts (seventy-one percent) prior to 
the customer being issued a February bill. Payments received were sufEicient to avoid 
teimination. 

- r r did not determine what portion of the remaining accounts may have had a LIHEAP 
pledge, credit delay, or new pay plan, which would have also prevented termination 
on a further portion of the accounts.̂ ^ 

• In tiie fourth quarter of 2009, Intemal Audit (IA) reviewed the behavioral scoring process 
and the shutoff orders to ensure orders were properly generated and executed in the field. 
The audit found that termination notices and shutoff orders are properly generated by the 
billing system. ̂ "̂  

- IA randomly sampled twenty-five accotmts ranked as high or ultra-high risk, sixteen 
of which were Ohio accounts. 

- Of the twenty-five selected, eleven met the parameters for termmation notices and 
notices were issued. 

^̂  Decemb^ 16,2009 interview witii Manager, Revenue Recovery, Manager, Meter Reading & Collections, and 
Director, Meter to Cash 
" March 10,2010 follow-tq> response to the March 3,2010 phone interview 
°̂ ivrrc Audit Report F_022410 Redacted, provided in tiie March 10,2010 follow^ response to tiie March 3.2010 

phone int^view 
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- Shut-off orders were pn^ierly generated and sent to be worked in the field for the sbc 
accounts which failed to pay. 

2. CGO appropriately measures the performance of its field collectors, who successiiilly 
complete about 60 percent of scheduled trips. 

« Field collectors are measured based on positive contects - the number of accounts shut off 
plus the number of accounts collected on premise divided by the total number of shutoff 
orders printed.^' 

• As shown in Exhibit V-6, CGO's positive contact ratio was 61 percent in 2009 (i.e., the 
termination was executed or the customer paid in response to the trip). 

Exhibit V-6 
Termination Activities and Results 

CGO 

S^:a^?^fSp^ 
Shutoff Orders Generated 
Sfautoffs Executed 
Collected on Premise 
Total Positive Contacts 
Percent 

^mm 
230.456 
107,747 
22.025 

129,772 
56% 

210.217 
106.094 
22.866 

12g,9<» 
61% 

Source: Unsuccessful Trip and Aged OfT Datajtis provided in the 
March 10,2010 follow-up to the March 3,2010 phone interview. 

3. CGO is not able to terminate all eligible or scheduled customers for termination for non
payment, due to workload, lack of resources and the fact that the life of a disconnect order 
ends when a new bill is issued. 

« CGO does not terminate residential customers if the tempemture is projected to fall 
below 20 degrees Fahrenheit within the next twenty-four hours. The temperature 
threshold is determined by region (29 regions). Exhibit V-7 provides details of the effect 
of the temperature moratorium during tiie month of January 2010. Moratoriums were in 
effect for some regions on eleven out of twenty days. 

Exhibit V-7 
Internal Weather Moratorium - January 2010 

CGO 

All 29 Regions 
28 of 29 Regions 
27 of 29 Regions 
19 of 29 Regions 
18 of 29 Regions 
7 out of 29 Regions 

'̂  Document Response 1-7 
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Source: Data Response 2-14. 

The number of termmations by month varies seasonally as a result of weather restrictions 
and regulatory moratoriums, as shown in ExhIMt V-8. 

Exhibit V-8 
Completed Residential Disconnect Orders 

CGO 

20,000 

15,000 

10,000 

5,000 

• 2008 

«2009 

111111! JJL 
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

Source; Data Response 1-31 

As shown in Exhibit V-9, CGO was unsuccessful in terminating service or obtaining 
payment in 21 percent of the cases and an additional 18 percent aged off the system 
before they could be woriced. The 18 percent includes accounts that were not assigned, 
as well as accounts that were assigned but tiie field resource was not able to get to."*̂  The 
number of accounts which aged-off the system was down from 2008, 

Exhibit V-9 
Termination Activities and Results 

CGO 

m^^^^^m^i^^^^mmmmmmm 
Shutoff Orders Generated 230,456 210.217 
Successful Trips 
Percent 

129,772 
56% 

128.960 
61% 

Unsuccessful Trips 
Percent 

32,223 
14% 

43.744 
21% 

Aged OfFbefore Execution 
Percent 

68,461 
30% 

37,513 
18% 

" March 3,2010 conference call. 
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Total Unsnccessftil 
Percent 

109,684 
44% 

8U57 
39% 

Source: UnsuccessfiU Trip and Aged OflF Datajtls provided in tiie 
March 10,2010 folk)w-up to die March 3,2010 phone interview. 

The numbers of unsuccessful trips is somewhat overstated, as in tiie winter, accounts are 
scheduled for termination even if terminations cannot be performed due to internal 
temperature restrictions or regulatory-imposed winter moratoriums. On these trips, the 
collector attempts to obtain payment 

In 2009, 16,849 of the 43,744 unsuccessful trips (thirty-nme percent) were due to 
regulatory constraints. Manifold meters accounts! for twenty-six percent as shown in 
Exhibit V-10. 

Exhibit V-10 
Unsuccessful Trip Reasons - 2009 

CGO 

Bill Error, 1% 

Call Center 
Error, 1%, 

Landlord/ 

Tenants 0% 

Logistic, 1% 

Temf>erature, 
3% 

Regulatory, 
39% 

Elderly/Illness, 

1 % 

Unable to 
Locate, 1096 

Manifold, 26% 

Blocked, 16% 
„-.j 

Source: Unsuccessful Trip and Aged Off Data.xls provided in tiie March 10, 2010 
follow-tq) to tile March 3,2010 phone interview. 

4. As a result of CGO's behavioral scoring parameters, PIPP customers may be delinquent for a 
number of months before termination. 

• Based on delinquency patterns, a PIPP customer may be placed in a higher risk category 
which would lower the tiireshold for termination. As the amount for which the customer 
may be terminated is the agreed-upon payment anangement, which for a PIPP customer 
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might be relatively low, a PIPP customer may not be scheduled for termmation for a 
number of months. 

5. CGrO appropriately attempts to collect the fiill payment before offering the customers 
extended payment options. 

• If tiie customer is not able to make tiie fiill payment, CGO may offer tiie customer a 
short-term credit delay in an attempt to obtain fiill payment. 

- CGO utilizes three types of credit delays: automatic credit delay, first trip delay and 
the one-month delay. Automatic credit delays are generated by the billing system and 
are used for emergency assistance approval, medical certificates, billii^ adjustments 
and dispute investigations, and when a payment plan is in place. First trip delays are 
used when the customer needs a few extra days to make a payment. One month 
delays are used when there are extenuating circumstances and the customer has kept 
previous arrangements or when a payment receipt is manually entered into the 
system. 

- In the non-winter period, the first trip delay delays the termination until later in the 
monthly cycle. In the winter, tiie first trip delay effectively delays the termination for 
a month. This occurs because of the winter ten-day notification requuement and the 
compression of the tune available to terminate customers as CGO resets the clock on 
the collections cycle when new bills are generated. 

• PIPP eligibility is determined earty in the call, and if customers are not-PIPP eligible or 
UPP eligible, payment plans are offered in the following order standard budget billing 
(depending on timing relative to the budget billing cycle and whetiier customers are 
current), WRO (winter only with termination notice), one-sixtii plan, one-ninth plan and 
the one-third plan (in tiie winter), and the extended payment plan (with extenuating 
circumstances).^^ 

• CGO's call center script outlines the payment options in the order they are to be offered, 
and CSRs are encouraged (o not deviate from the script.^ 

• CGO generates a number of monthly reports tracking payment arrangements and credit 
delays, ̂ ^ 

6. CGO calls delinquent customers who have received termination notices to attempt (o obtain 
payment or enroll the customer in an extended payment plan prior to terminating service. 

7. The majority of CCJO'S customers are not on an extended payment plan, 

• Less than 200,000 of CGO's 1.4 milhon customers (residential and commercial) were on 
payment plans during 2009, including the basic extended payment plan used for metering 

^' December 17,2009 Interview and Call Aid, Document Response 1-11 
*̂ Call Aid, Document Response 1-11 

^ ̂  Document Response 1-10 , 
— • "Alp l^ 
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and billing adjustments. Exhibit V-11 provides the monthly counts for the period 
January throu^ November 2009. 

Exhibit V-11 
Number of Payment Plans - Residential and Commercial Customers 

January-November 2009 
CGO 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov 

Source: Extended Payment Plan Report provided during the December 16,2009 interviews. 

The majority of CGO's customers that are on an extended payment plan (not including 
budget billing) are either on PIPP or the one-sixth plan, as shown in Exhibit V-12, which 
provides the breakdown at January 2009 and My 2009. 

Exhibit V-12 
Payment Plan Distribution - Residential and Commercial Customers 

January and July 2009 
CGO 

Basic Extended Payment Plan 

One-Nintii Plan 

PIPP 

One-Third Plan 

One-Sixtii Plan 

Generic Type Plan 

Total Payment Plans 

Total Customers (November 2009) 

100,706 

1,534 

20344 

123,475 

0% 

82% 
1% 

16% 
0% 

3,276 

14 

89^51 

1.459 

49.277 

143480 

0% 

62% 
1% 

34% 

0% 

1.401.600 
Source: Extended Payment Plan Report provided during the December 16,2009 interviews. 
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Less than six to eight percent of CGO's customers are on PIPP at any point during a 
year. 

36 

S. CGO may not sign customers up for an extended payment plan when the customer uses the 
WRO to reconnect service or avoid termination. 

• Under the terms of the WRO, customers wishing to have tiieu service reconnected or 
avoid disconnection using the WRO must enter into a payment plan.̂ ^ 

• The majority of CGO's customers using the WRO to avoid termination or to reconnect 
during the winter heat season, were not reported as being placed on a payment plan. 
CGO indicates that it has reporting problems in this area. 

• As reported, for tiie 2008/09 winter heat season, only eleven percent of CGO*s customers 
tiiat used the WRO were already on a plan or placed on a plan, as shown in Exhibit V-13, 

Exhibit V-13 
200M9 Winter Heat Season WRO Data 

CGO 

Number of Customers using WRO 

Percent 

Number already on PIPP 

Number already on 1^ or 1/6 plan 

Total akeady on plan 

Number not already on plan 

New PIPP sign-ups 

New 1/3 or 1/6 plan sign-ups 

Total new sign-ups 

Number not on or signed ap for a plan 

32,086 

53% 

27.996 

47% 

60,082 

71 

2.769 

2 ^ ^ 
57042 

52 

3,587 

3,639 

53,603 

5% 
95% 

6% 
89% 

Source; 2008-09 WRO PUCO special data request 

• CGO reports that it will provide updated information once the reporting problems are 
resolved. 

9. Depending on the timing of the request, it is possible for a CGO customer to delay the 
termination process for two months with each medical certificate. 

• The potential effect of this is nutigated by the relatively small number of customers using 
medical certificates. Accordmg to the utility, fi-om January to November 2009, CGO 
customers used 8,300 medical certificates.^* 

'* Data Response 1-37 
" Entiy dated September 23.2009, in Case No.: 09-782-GE-UNC 
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• Given CGO's current collections timeline, during tiie wmter period CGO has only a few 
days to terminate customers. 

• A seven-day delay is automatically placed on a customer's account when the customer 
calls to request a medical certificate and the forms are sent to a doctor's office. If the 
signed certificate is not received back in seven days, the delay expires and the account is 
placed back in collections. This delay is sufficient to prevent termination during a winter 
month and roll the account into the following month.^ 

• When account is coded that the signed certificate is received, the billing system 
automatically places a thirty day delay on the account. 

10. It is possible for a CGO customer to delay the temiination process for a month by scheduling 
a PIPP appointment with a Community Action Agency (CAA). 40 

• Once a customer schedules an appomtment with a CAA to sign-up for PIPP, CGO places 
a five-day collections delay on the account. A five-day hold is reqmred by the WRO. 

• If the customer fiiils to make the scheduled appointment, the collection delay will be 
removed. In the winter CGO will not be able to terminate the customer until the next 
month, as the account has fidlen out of the cycle. 

11, Smce CGO does not drop customers from PIPP eligibility until it receives the file fix>m the 
ODOD, customers that are no longer income-eligible may remain on PIPP for an extended 
period of time.'*^ 

• PIPP customers are requked to verify income eligibility anmialty through ODOD, on the 
anniversary date of their enrollment ODOD notifies CGO customers at ten months and 
eleven months of the need to re-verify income eligibility. 

• Once per year CGO receives a "drop" file from ODOD. While the file is scheduled for 
June, the actual transmittal date varies. 

• CGO's billing system maintains the date the customer signed up for PIPP, but CGO does 
not automatically drop customers from the PIPP program on their anniversary date if they 
have not re-verified. CGO waits until it receives the annual drop file which could be a 
number of months afl^ (he customer's annual eligibility re-verification date. 

• Modifications to the PIPP program to be unplemented m November 2010 should resuh in 
daily drop files and the removal of customers from the program if they do not verity 
income eligibility in a timely manner. 

^' December 17,2009 interview wifli Manager, Revenue Recoveiy q>ecial query follow-up 
^' Document Response 2-13 
•"̂  December 18,2009 Interview Customer Complaints and PIPP 
*' December 18,2009 Interview Customer Complaints and PIPP . 

' ' ' '"" '' ^~~~~'^^K^ 
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Recommendatioiis 

1. Evaluate modification of COO practices so that termination orders do not expire with the 
issuance of a new bill. This should also help prevent customers from using medical 
certificates and PIPP appomtments to delay collections activities for multiple months. 
(Refers to Conclusions No. V-3, V-10 and V-11) 

2. Correct the WRO data provided to the PUCO stoff, and ensure that all customers using the 
WRO are placed on a payment plan. (Refers to Conclusion No. V-9) 

3. Remove PIPP customers from the program in a timely manner if the customer fails to re-
verify his income. (Refers to Conclusion No. V-12) 

£. Dominion East Ohio Gas PEO) 

Backgronnd 

At the time that bills are prepared, the DEO billing system forecasts a "credit schedule" that 
projects collections actions in the event a bill is not paid on time. As part of that credit schedule 
any account with a past due amoimt between zero and $100 receives a reminder notice on tiieir 
bill. All accounts with past due balances greater than $100 receive a notice of intent to 
disconnect service on the bill if payment is not received by the bill's due date. On the bill due 
date, the billing system updates the credit schedule to reflect whether or not the customer has 
paid the past due balance, and determines the credit actions that will be scheduled depending on 
the customer's payment history and behavioral score. Generally, only accounts witii arrearages 
greater than $250 and behavioral scores less than 700 are scheduled for actual disconnection. 
Exceptions to this general rule are PIPP accounts with arrearages greater than $100 and that are 
more than 120 past due, which are scheduled for disconnection. In the winter, all accounts are 
first scheduled for the ten-day disconnect notice call before being sent to the field for 
disconnection. The billing system re-evaluates the status of the account at the end of the ten-day 
notice period to determine which accoimts were "Paid" or marked "Exempt" and therefore 
require no further discoimection action.*^ 

Accounts that meet the intemalty developed termination threshold are sent to die field daily 
to be scheduled for disconnection on the first day for which they are eligible for action. DEO 
allocates twenty minutes per disconnection, including travel tune between locations. The 
number of ^scomiections that can be schedule daily depends on personnel availability, the 
forecasted weather, other work to be done by the crews, and the type of meter 
(outside/inside/multi). DEO uses intemal personnel for disconnections who also work on other 
field activities, including meter maintenance, AMR installations, and gas emergency calls. The 
company has approximately 340 field service representatives, and will assign forty to fifty of 
those personnel to disconnection activities during the summer. Winter staffing is considerably 
less, due to problems accessing meters and weatiier moratoriums on disconnections. Workforce 
rules specify that representatives assigned to disconnections caimot be moved to other work if, 

*' Credit forecasting and scoring discussed in numerous data respcxises and during the on-site interviews 

TERMINATIONS AND PAYMENT ARRANGEMENTS V-23' * NORTHSTAR 



CONFlDENTL\L 

for example, the weather deteriorates during the day, nor can otiier field service reps be moved to 
disconnections in the middle of the day. 

DEO has a three-tiered process to select accounts for actual field action. First, the supervisor 
reviews the **Top Offender' Hst, which for DEO including all accounts available for 
disconnection, selects the ones he/she wants to schedule, and manually schedules the ordcrs.'̂ ^ 
Supervisors then select the number of orders to be worked by various categories (e.g., residential 
inside meters single meter manifold, residential inside meter multi-meter manifold) for each 
work area.^ If the supervisor does not fill all available time slots, the system will automatically 
fill remaining time slots starting with the largest airearages. The supervisors also leave time 
each day for reconnections, which require approximately forty minutes each. The field crews do 
their own routing, based on the disconnect orders assigned to them each day.̂ ^ 

The field crews do not work disconnections when the weather is forecast to be below 20 
degrees over the next forty-eight bours.'*^ In Januaiy 2010, weather considerations precluded 
disconnection activities on eight to ten days (out of nineteen available work days), depending on 
field office.**' 

If the field services representatives are unable to locate or clean out a curb box, the order is 
marked as "DNX" for appropriate fbllow-up. Because termination orders expire at the next bill 
date, these orders are not always able to be processed prior to expiration. The DEO system 
tracks these "DNX" orders so tlwt the next month they start as orders requiring additional work. 

Pavment Arrangements 

DEO offers its customers all PUCO-mandated payment plans: one third (winter) plan, one-
sixtii, PIPP, WRO, and short term extensions. DEO will begin offering the one-ninth plan no 
later than November 1,2010, per the new PUCO requuements. 

DEO has developed its own PIPP arrearage crediting program, which also applies to 
customers who arc no longer eligible for, or who elect to come off the PIPP program (cunentiy 
referred to as PIPP Repayment Plan (PRP) and will be termed *'Graduate PIPP" after November 
1,2010. The program consists of the following three steps: 

• Any PIPP customer who pays his billed PIPP payments on time and in full for twelve 
consecutive months is credited with one-third (thirty-three percent) of the arrearage 
balance at the beginning of the twelve-month period. 

• If the customer makes all his billed PIPP payments on time and in full for a second 
twelve months, DEO credits the customer with fifty percent of his arrearage balance at 
the £0̂ 1 of that period. 

•»3 IDR-7 
^ DEO Verification Response 
^' Credit forecasting artd scoring discussed in numerous data responses mchiding, IDR-4, [DR-29&30 and DR-
EOG-2-5, and during the <ni-site interviews 

On-site mterviews 
47 DR-EOG-2-7 
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• If the customer makes all his billed PIPP payments on time and in fiill for a third twelve 
months, DEO will credit the customer the balance arrearages on his account, setting their 
arrearage balance to zero. 

If at any time the PIPP customer misses a payment, the twelve-montii clock resets said the 
customer is placed back at Step 1, but tiie amounts previously credited are not reversed. DEO 
developed the program as an incentive for PIPP customers to remain on the system (e.g., not be 
disconnected) and pay their billed amounts throughout the year, rather than going off the 
program in the summer and returning in the winter, 

DEO's PRP follows the guidelines established by the PUCO's post PIPP arrearage program 
where customers who are no longer eligible for PIPP (or who have requested to be removed from 
the plan) may pay off tiieir accumulated arrearages over a three-year period. Ehiring year one the 
customs pays tiieir PIPP amount During year two the customer pays either the current month 
bill or a budget amount During year three the customer pays the current bill (or budget amount) 
plus an additional payment amount (not to exceed $20) which is matohed by DEO. PRP 
customers who make their payments on time and in full are eligible fbr tiie arrearage crediting 
program described above. * 

DEO also provides annual funding to the Salvation Army's EnergyShare program. 
EnergyShare is a fiicl assistance program of last resort for anyone who faces fiiancial hardships 
from unemployment or family crisis. Payments go directty to energy vendors and every cent 
donated goes to benefit those in need because DEO pays for the program's administrative 
expenses. Funds come from tax-deductible donations fix)m customers, stockholders, employees, 
EnergyShare Partners and DEO.*' In 2009, in accordance with the rate case stipulation, DEO 
provided $917,000 in energy assistance to qualified customers. The fimd was administered by 
the ODOD. 

Winter Reconnection Order 

Over 60,000, or approximately five percent, of DEO's customers utilized tiie WRO in 2008-
2009. Almost fifty percent of those customers were PIPP customers at the time they used (he 
WRO. DEO believes tiiat a significant number of its customers allow DEO to disconnect then-
service in the spring due to excessive past due amounts, and then use the WRO to restart service 
in the fall. Monthly WRO utilization data, shown in Exhibit V-14, provides some support for 
this position. Accordmg to this data, abnost half of customers using WRO hi October, and 20 
percent in November are using WRO to restart service that was disconnected. For those two 
months (October and November), fifty-three percent of customers using the WRO to restart 
service were disconnected for more than ninety days, and another thirty-three percent were 
disconnected between thirty and ninety days. As shown in Exhibit V-14, DEO placed eighty-
three percent of the customers using the WRO who were not alrea^ on PIPP or a payment plan, 
onto a plan. 

DEO experienced a significant increase in the number of customers using tiie WRO in 
February 2009. The 12,000 WROs used in that montii exceed the number used in any otiier 

^ On-site interviews, DR-EOG-2-8, pages 12-13 
'" DEO Verification Response and Dominion website . 
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month that winter. The few WROs that were used to reconnect were customers whose service 
was off for less than seven days, indicating they were using the WRO quickly upon determining 
tiieir service was off. 

Exhibit V-14 
WRO ITtUlzatkin - Winter 2008-2009 

DEO 

Nov 08 n.3S3 9,203 2,1 SO U05 
Dec 08 9.680 9.036 93% 644 107 18 117 402 62% 
Jan 09 7.729 7,523 97% 206 25 173 84% 
Feb 09 12.074 11,460 95% 614 522 36 47 8% 
Mar 09 9,049 8.973 99% 76 21 54 71% 
Apr 09 5.101 4.578 90% 523 459 46 10 2% 
Total 60,427 53,573 89% 6,854 U 9 5 490 1,742 3,227 47% 

20% 47% 
Source: PUCO Staff data, provided to NorthStar Feb 18,2010. 

Conclusions 

12. DEO's S250 threshold for active terminations is high and unduly delays termination activity 
for customers with past due balances. 

* The company indicates that it would be unable to terminate all accoimts above that level; 
so lowering tiie threshold would not change the termination pattern or increase 
recoveries. 

# DEO's cost to terminate a customer is about $21. 

13. DEO sends termination notices to customers it knows it will not terminate, thereby creating 
the potential that customers learn they will not likely be terminated if they have received a 
notice. 

• Termination notices are sent to all customers with past due balances $100 or greater; 
however, only customers with behavioral scores less than 700 and a past due balance of 
$250 or more will be placed in the termination queue. 

• Of the 1.9 million bills (hat were past due in 2009, 1.1 million were sent disconnect 
notices (their balance due was greater than $100). Of the 1.1 million delinquent notices 
sent, only 404,000 were actually eligible for termination, after application of the $250 
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minimum, GOOD credit rating, and other factors, such as WRO and medical certificates, 
as shown in Exhibit V-15.^ 

Exhibit V-15 
Termination Notices Sent and Terminations Scheduled 

DEO 

Number of total bills sent to customers 

Number of bills which become delinquent 

Number of termination notices sent 
Number of bills eligible for tennmation fw non-payment after 
applicatJCTi of company crileiia 

Percent of notices eligible for tennination 

Number of bills scheduled for temuttati<Mi 

Percent of eligble bills scheduled for termmation 

PercCTt of notices actually scheduled 

148.300.000 

1.789,034 

1,066,916 

389.848 

37% 

172.977 

44% 

16% 

148.300.000 

1.874,027 

1.122,736 

404.228 

36% 
177,217 

44% 

16% 
Source: DR-EOG-4-3. 

• Onty 177,000 accounts (sixteen percent of the termination notices) were scheduled for 
termination. 

> DEO was unable to determine the percent of those notices that resulted in payment or 
were marked exempt due to medical certificates, application for PIPP, or enrollment in a 
payment plan, nor how many fell between the $100 (brcshold that generates a tennination 
notice and tiie $250 threshold tiiat makes a bill eligible for field action. The WRO option 
was used by 60,000 DEO customers m tiie 2008-09 winter, and between 16,000 and 
19,000 medical certifications are processed by DEO annually.'^ 

14. The termmation goals tiiat DEO has established are arbitrary, not particularly aggressive, and 
do not relate to the number of accoimts eligible for termination. 

• In 2009, DEO had an annual termination goal of 85,000 orders worked, mcludmg 4,200 
DNX/Z orders.'^ These goals are set based on prior year activity and incorporate staff 
constraints. 

• The goals reflect only twenty-one percent of the about 400,000 DNP orders created 
annually, and only seven percent of the termination notices sent to customers. 

• Of the 400,000 bills sent to tiie field for schedulmg, only about forty-four percent were 
actualty place in a field service representative's schedule to be terminated, as shown in 
Exhibit V-15. 

^DR-EOG-4-3 
" On-site interviews 
^̂  DNX orders are DNP orders tiiat require additional crew time such as cleanout or repair of curb boxes. DNZ 
ord^s require disi»tch of a woric crew to actually dig to locate the disconnection valve 
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• The field crews have exceeded their goal of 85,000 disconnection orders each of die past 
two years, recording 87,347 and 89,313 DNP "successes" in 2008 and 2009, 
respectively,^^ 

• Assuming twenty nunutes per tennination, and a seven-hour work day, achievmg the frill 
400,000 terminations would requh-e over seventy-five FTEs year round assuming the 
resources perform terminations/collections only and the utility was not subject to 
temperature restrictions or other moratoria. 

« The company has 340 Field Service representatives, but only assigns between forty and 
fifty of tiiem to terminations during the non-winter months, with the rest of the field 
service resources being assi^ed to other work. 

• DEO's field collections work is performed by m-house staff that also perform other field 
work. These personnel are not specificalty measured on how well they execute field 
terminations. DEO does not utilize outside contractors to perform field collections. 

15. Only about fifty percent of accounts that are scheduled for termination are successfully 
completed - eitiier terminated or paid day of. 

• Only approximately seventy percent of tiie 177,000 bills scheduled for termination are 
worked by the crews, because they run out of time to do all orders assigned to them. 

• As shown in Exhibit V-16, of the orders that are worked, about seventy-one percent 
(87,000-89,000) are deemed "successes", where either the gas is disconnected or tiie 
customer provides proof of payment or exempt status.^ 

Exhibit V-16 
Termination Results 

DEO 

Number of bills scheduled fbr termination. 172,977 177.217 

Number worked 121,788 125,610 
Number of bills terminated 78.320 78,796 

Number of bills field collected ^or paid dav-of) 9,027 10.517 
Number of bills terminated or collected 87,347 89.313 
Percent of eligible accounts (per intemal criteria) 
terminated or collected 50% 50% 
Percent of scheduled accounts (per internal criteria) 
terminated or colUcted 72% 71% 

Souice: DR-EOG-4-3. 

" The Company defines "success" on a DNP order as eitiier an actual disconnect or where the order was cancelled at 
tiie door due to proof of payment or other suspension evait, such as invoking a medical certificate; DR EOG-2-10 
and on-site interviews 
" DR-EOG-2-10 
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• The orders tiiat are worked but not successful are typically the result of not being able to 
gain access to the turn off valve, either due to the meter location (inside) or not being able 
to find the curb box. due to ground cover (e.g., snow) or other factors. 

16. DEO has more success with disconnections of outside met»^ than with inside meters, and 
has a particular problem with disconnectuig multi-manifold meters located inside the service 
premises. 

• As shown in Exhibit V-17, onty twenty-four percent of DNPs created on mside multi-
manifold meters are successfully closed, compared to fifty percent for all meters. 

Exhibit V-17 
Disconnections by Meter Location - 2009 

DEO 

DNPs Created 
DNPs Selected 
Successes 
Success Percent 

4 0 4 ^ 8 
177,217 
89313 

50% 

102.005 
64.362 
46.957 

73% 

140.104 
73.700 
32.667 

45% 

116,267 
39,155 
9,486 
24% 

Source: EOG-2-10. 

« DEO is relying on the possibility of remote shutoff valve meter capabiUty to address the 
problem of multi-manifold and intemal meter disconnections. DEO bas participated in 
some equipment trials and believes it will be able to begin installations within the next 
two to three years. 

• In the meantime, DEO relies on creative efforts by its field service personnel and 
supervisors to monitor when other accounts on a multi-manifold are open for disconnect, 
but perhaps not above the normal disconnect threshold, or have become inactive. 

17, DEO PIPP customers are not treated less stringently tiian non-PIPP customers relative to 
disconnect notices and termmations. 

• PIPP customeis whose plan payment is more than 120 days in arrears are scheduled for 
termination even if the amount in arrears is less than $100. ^' 

• PIPP customers constitoted 11.4 percent and 14.9 percent of terminations achieved in 
2008 and 2009, respectively.^* 

18, Depending on the timing of the request, it is possible for a DEO customer to delay the 
termination process for two months with each medical certificate or by scheduling a PIPP 
appointment with a CAA. 

DREOG-2-5 
DR EOG-3-6 
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19. While DEO makes some outbound calls to attempt to obtain payment prior to termination, if 
has not reviewed success of the calls relative to behavioral scores or internal credit ratings, 
nor has it experimented with making courtesy calls to customers with lower scores to see if 
those accounts could be encouraged to pay without an actual disconnect order being placed. 

• DEO uses an intemal customer scoring system tiiat appropriately incorporates past 
customer behavior into its scoring. Termination decisions are strongfy driven by this 
system, but pre-termination collection activity is less imegrated. 

• While accounts with "better" behavioral scores or credit ratings are scheduled to receive 
a courtesy call reminder to pay before the account is sent to the field fbr disconnection, it 
is unclear how DEO selects these accounts for courtesy calls, and there has been no 
systematic evaluation of the success of this effort. 

20. DEO offers each of die extended payment plans called for by regulations, and the plans are 
offered on a consistent basis to all customers. 

• DEO offers the one-sixth payment plan, the one-third pa3rnient option and balanced 
(budget) billing to all customers requesting assistance with their bills, DEO also offers a 
one-twelfth plan for any customer faced with a large bill due to meter malfunction or a 
no-read situation. 

• As shown in Exhibit V-18, only about thirteen percent of DEO's customers are on a 
payment plan. The majority of those are on PIPP. 

Exhibit V-18 
Payment Plan Distribution - Residential Customers 

As of year-end 2009 
DEO 

PIPP 
One-Sixti) Plan 
Budget + Plan 
One-TTiird Winter Heating 
One-twelfth (egaipmMit malfunction) 
Totel Payment Plans 
Total Customers (Novenib«-2009) - Approximate 

114,000 

31,220 
7,586 
2,264 

26 

155,096 
1.200.000 

9.5% 
2,6% 

0.6% 
0.2% 

0% 

12.9% 

Souice: DR-EOG-3-22. 

The billing system calculates the amounts owed under each payment plan automaticalty, 
enabling the CSRs to quote accurate amounts to customers on the phone. 

DEO is able to quickly check income eligibility for PIPP and refers customers who 
appear to be qualified to CAAs for foimal qualification and enrollment 
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• The available payment plans are listed in the same order on each customer's screen, so 
the plans are offered in tiie same order for all customers. 

21. DEO does not take all opportunities to obtain full payment fiom delinquent customers prior 
to offering extended payment plans. 

• CSRs have tiie flexibility to offer short term extensions up to, but not beyond, the next 
scheduled meter read date.^' 

• On the listing of payment plan options shown on the CIS screen, short term extensions 
are the last option shown.̂ ^ Options are offered based on customer request and need.^' 

• Offering short-term extensions earlier in discussions with customers might increase the 
number of customers from whom fiill payment is obtamed. 

22. DEO auloraaticidty enrolls customers in the current plus one-sixth payment plan when they 
use tiie WRO. 

• DEO's CIS automatically places customers using tiie WRO into their current plus one-
sbrth payment plan.^ 

• Eligibility for PIPP is determined sq>arately as part of completing the program 
enrolhnent process. 

• PUCO data shows that eighty-three percent of DEO customers not on a plan when 
invoking the WRO are placed on a payment plan as part of the WRO process. 

23. DEO has developed creative programs to encourage customers to pay then: anearages. 

• The DEO PIPP and post-PIPP arrearage creditmg programs have reduced PIPP customer 
arrearages by over $85 million over the past three years, and by $112 million since the 
programs began.^' 

• Exhibit V-19 shows the number of customers participating in the two PIPP arrearage 
creditmg programs and the credits received by those customers for the past three years. 
The credits under both these programs are recovered through the PIPP rider. 

" On-Mte interviews 
*̂  IDR 011&012, sheet 4 of 65 "Add a Payment Agreement -Active"* 
*' DEO Verification Response 
^ Ibid., sheet 42 of 65 "Process $175 Turn On/Avoidance or Split" 
'̂ DR-EOG-3-4, and Company Presentation, p. 18 , 

• • ^ •PP 
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Exhibit V-19 
PIPP Arrearage Crediting Program Participation and Credits Earned 

DEO 

•Hj,i:..u, ^ jm^nffr—rt 

200? 
2008 
2009 

mmim^^mm 22,228 
22,370 
23,577 

$31.8 
S26.6 
S28.I 

Source: DR EOG-3-4; DEO was not able to break out tiie PIPP and post-
PIPP programs, or distinguish what year/step of the program customers 
were in. 

Since these programs require customers to pay their current billed amounts on time and in 
full over considerable lengths of time, they arc ensuring that participating customers 
confribute appropriately to the cost of their gas service. 

Recommendations 

4. Evaluate and implement a broad range of activities to increase termination activities, and 
increase tiie aggressiveness of its program, including: (Refers to Conclusions No. V-12, V-
13, V-14, and V-15) 

• Lowering the threshold for actual terminations fiom its current $250. 

• Increasing the number of field service representatives assigned to tennination activity, or 
retaining outside contractors to increase the number of termination successes, 

• Validating the job time estimates used in termmation scheduling. 

• Setting the goals for temiination activity at higher levels, or basing the goals on percent 
of accoimts eligible for termination that are successfully handled. 

• Ensuring that teimination notices are sent to customers who will be terminated, thereby 
resetting customers* expectations that a termination notice means you vrill have service 
disconnected. 

• Tying collector performance to successful accounts worked. 

5. Develop a more automatic process to link multi-manifold meter accounts tiiat have past due 
balances to maximize the ability to disconnect them. (Refers to Conclusion No. V-16) 

6. Evaluate the effectiveness of the existing courtesy call program and explore placing courtesy 
calls to customers with lower behavioral scores to increase the number of customers who 
either pay or arc placed on a payment plan before sending temiination orders to the field. 
(Refers to Conclusion No. V-18) 
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7. Modify the collections timeline such tiiat tennination orders do not expire when a new bill is 
issued, and instruct CSRs to ensure that customers arc first offered short-term extensions to 
pay tiieir iiill bill, before being told about extended psyment plans. (Refers to Conchision 
No.V-21) 

• DEO should track the results of this change to see if it results in increased dollars 
collected. 

• Ideally, a "champion/challenger" test should be performed to evaluate the results of tiie 
modification. 

F. Duke Energy of Ohio (Duke) 

Background 

At sixty days past due, Duke customers' with past due balances greater than $100 receive a 
fourteen-day disconnect notice on their bill. If payment is not received or the customer does not 
enter into a payment arrangement during tiie fourteen-day period (at day seventy-four), a ten-day 
disconnect notice is generated. Residential customers become eligible for disconnection at day 
eighty-four, and commercial customers at day eighty-one. Duke sent out 363,000 termmation 
notices in 2008.̂ ^ 

As required by regulation, Duke customers with delinquent balances are able to avoid 
disconnection by paying tiie field collectors, presenting a valid medical certificate, entering into 
a payment arrangement, or during intemal and regulatory moratorium periods. It is Duke's 
policy not to disconnect customers if the temperature is expected to fall below 25 degrees 
Fahrenheit in the next 24 hours.̂ ^ In January 2009, Duke did not work non-pay disconnects for 
fourteen days due to cold weather.*^ Customers are reconnected if they pay either the fiill 
amount in default (or the default amount of a payment agreement) plus a reconnect fee plus an 
applicabte security deposit 

Residential customers in Duke's Ohio and Kentucky service areas which have combination 
gas and electric service have another option available to avoid disconnection termed "Separation 
of Service". Under this program, a residential customer who is disconnect-eligible may elect to 
have one service (gas or electric) disconnected while maintaining the other. The arrearage on tiie 
disconnected service will be deferred until the service is restored. The customer must pay the 
required past due balance on the restored service before separation of service is allowed. 

Pavment Arrangements 

Duke offers its customers all PUCO-mandated payment plans: PIPP, the one-third payment 
plan (from Nov. 1 through April 15), the one-sixtii plan, and the $175 heating season WRO plan. 

"Data Response 1-34 
^ Duke field collectors do not actually take payments. They confirm that payments have been made and will 
withhold disconnection at (hat point 
** Data Response 1 -7 Attachment D 
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Residential customers arc given one six-month agreement per year, with the exception of Ihe 
winter rule. Duke offers several other payment plans and assistance programs. These include: 

• Twelve month extended payment plans (for customers who have lived at the same 
location for one year and who have made three payments in the last four months), 

• Combination Agreement and Budget Bill Plan (CAB) which combines on extsnd&d 
payment plan for any arrears and a budget billing plan for the current charges. 

Duke confirms payment plans via phone or in person. A customer can also request that a 
letter acknowledging an agreement be sent. Duke offers additional assistance programs for 
limited income customers whose income exceeds the PIPP guidelmes: 

• The Military Deferred Payment Plan is only available to households with a family 
member absent due to active military obligations. These cases are processed on a case by 
case basis by the Revenue Collections department. 

• HeatShare is a program sponsored by Duke designed to assist those in need with heating 
bills during the winter season. Individuals also contribute to tiie program. HeatShare is 
administered by the Salvation Army. Eligibility is based upon need and docs not 
necessarily follow government assistance guidelines. An individual must be subject to 
disconnection of service in order to qualify. Eligible customers may apply for a one-time 
annual assistance begmning mid-January through May or until fimds are depleted. 

• Duke has begun a new program involving a partnership with Consumer Credit 
Cotmseling Services (CCCS) to offer budget cotrascling to qualified customers. As part 
of this program, customers must go on a budget billing program. 

Customers arc also able to sign-up for budget billing, which levels the customer's bills over 
the course of the year. Duke offers both annual and quarteriy plans. Bu(^et billing amounts arc 
adjusted at least once per year (annual plan) or quarterly (quarterly plan) and may also be 
adjusted if circumstances warrant (e.g., rate change, significant change in gas prices). 
Customers may sign up for budget billing at any time during the year if there are no arrearages 
on the account. 

Conclusions 

24. Duke provides customers with proper disconnect notices, and more than ample opportunity 
to avoid discoimection, 

• In summer months customers with a separate mailing address receive letters at the 
mailing address and the service address. 

• In winter, for customers with a home phone on file, Duke sends a list to a third-party who 
calls the customer. When contact is made or after two da3rs, a disconnect notice is 
generated and hand delivered. 
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• The earliest date a Duke customer might be disconnected is day eighty-four. Regulations 
allow for disconnection at day forty-four. 

25. DNP work is scheduled and performed by a dedicated intemal workforce, and disconnections 
are not generally lunited by manpower or scheduling conflicts. 

« Disconnects are performed by a workforce in the Power Delivery organization. 

• Disconnections are primarily limited by weather, moratoriums, and a lack of access to the 
meter. 

• Duke schedules repeat trips if it is unable to execute a termination order. In 2009, 
130,715 account bills were eligible for termination based on Duke's criteria. Duke 
schedule 272,195 trips - an average of 2.1 trips per eligible account bill.*^ 

26. DNP work is scheduled based on customer dollars outstanding. 

• Risk differcntiation determines (he process of notification but not the actual 
disconnection. 

• Customers with over a $100 past due bill are scheduled for disconnection. 

27. In 2009, Duke disconnected fifty-seven percent of its eligible accounts, compared to a target 
of 60 percent 66 

As shown in Exhibit V-20, in 2009, 130,715 account bills were eligible for termination. 
Duke terminated 74,950 of tiiese, or fifty seven percent*^ Field collector contact resulted 
in payment on an additional 11,595 account bills, or 9 percent 

Exhibit V-20 
Tennination Notices and Scheduling 

Duke 

Number of bills scheduled fbr terminatk>n 130,715 

Number of bills terminated 

Percent terminated 

74,950 

57.3% 

Number of bills fieW collected 

Percent field collected 

11,595 

8.9% 

Number of bills temiinated or field collected 

Percent *'t)Ositive contacts" 

86.545 

66.2% 
Source: Data R e c u s e NSC-DR-03-061. 

" Data Response NSC-DR-01-061 and follow-up phone calls 
*̂  Data Response 1-5 
" Data Response NSC-DR-03-061 
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« Certain of Duke's disconnection perftHinance is related to winter moratoriums (intemal 
and mandated), and a portion of these customers may have avoided disconnection by 
paying the required portion of their bill but Duke's performance in spring and summer 
months is relatively low. 

• Chike Ohio/Xentocky performed below tiie Duke-Midwest total which inchides Indiana, 
Ohio and Kentucky. Duke-Midwest disconnected 68 percent of eligible residential 
disconnects for the fu"8t nine months of 2009. This compares to only 55 percent for 
Ohio/Kentucky. Duke has onty a small number of customeis in Kentucky; 
Ohio/Kentucky results are predominately Ohio.^* 

« 2009 targets for Ohio/Kentucky were 60 percent. The Midwest target was 63 percent. 

V Duke does not track the dollar amounts associated with payments made at the time of 
"field contact" but does track the number of payments made as a result of "field contact" 
with the understanding that the payment needs to be the amount required lo st(^ the non-
pay disconnect to qualify as part of this coimt.^' 

28, The majority of Duke's delinquent customers pay all or a portion of their bills or enter into 
payment arrangements, during the termination notification process. A small portion of 
delinquencies axe ultimately scheduled for termination. 

• As shown in Exhibit V-21, eighteen percent of the bills with termination notices are 
ultimately scheduled for disconnection. Eighty-two percent paid all or an adequate 
portion of the bill during the notification period, or entered into a payment arrangement 
with Duke. Duke's threshold for all residential notices is 60 days past due, and either 
$ 100 past due balance and/or $25 deposit balance. As an example, a customer with a past 
due l^ance of $120 who pays $25 will not receive a subsequent termination notice as 
their past due balance has fallen below Duke's $100 threshold. 

Exhibit V-21 
Termination Notices and Scheduling 

Duke 

Total number of bills sent to customers 9.006.612 

Number of bills which became delinquent 

Percent bills delinquent 

2,336,231 

26% 

Number of 14-day tennination notices sent 

14-day tennination notices as a percem of total bills 

14-day termination notices as a percent of delinquent bills 

Percent (hat pay enough to avoid M-day notice 

740.966 

8% 

32% 

68% 

Number of 10-day termination notices deliVCTed (year-round) 357,447 

* Data Response I -7 Attachment D 
*'Dat9 Response 2-50 
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c-d 

Number of customers at entered into a payment arrai^ement, paid tiie full 
amount of tiie delinquency or paid enough te avoid termmation during the 14-
day notice period 
Percem 
Nunriier of bills eligible for tenninaU<Hi for non-payment after the 10 day 
notice ejq)hTes 
Percent of 10-day notices 
Percent of original termination notices 

383,519 
52% 

130,715 
37% 
18% 

Source: Data Response NSC-DR-03-061 and foUow-up phone calls. 

• Twenty-six percent of Duke's bills become delinquent. 

• Duke receives payment or the customer makes an arrangement on sixty-eight percent of 
tiie delinquent accounts before a 14-day disconnection notice is issued. In 2009,740,966 
bills were issued 14-day termination notices. 

• About half of the customers respond to tiie 14-day notice (52 percent), and an additional 
34 percent respond to tiie 10-day notice. 

29. Duke apprqiriately attempts to collect the fiill payment before offering customers extended 
payment options. 

• If the customer is not able to make tiie full payment, Duke may offer tiie customer a 
short-term credit delay in an attempt to obtain full payment. 

• Duke customers can enroll in the PIPP program at any time during the year. Less than 
three percent or (10,000-11,000) of Duke's customers arc on PIPP at any point during a 
year. Customers who arc on PIPP are not eligible for other payment plans. Customers 
who arc no longer eligible for PIPP for income reasons are offered (he Arrears Crediting 
Program and other programs available to all customers. Duke has call center procedures 
outlining the payment options in order, and CSRs arc encour^ed to not deviate from the 
plan options. ' 

• Duke generates a number of monthly reports tracking payment arrangements and credit 
delays,'^ These mclude: 

- A report on all non-residential agreements made during the month. 

- A report tiiat averages the length of all agreements made for a jurisdiction. 

- A report providing all deposit accounts that had anagreement made after the deposit 
was billed. ̂ ^ 

'" Data Response 1-37, 
'̂ Group Interviews Januaiy 21 and21,20IO 

^̂  Document Expanse 2-052. 
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- A report listing all residential agreements made for a montii. One hundred of these 
accounts are reviewed in detail each month for con(q>liance. 

30. In tiie 2008-2009 winter season, seventy-four percent of Duke customers usmg the WRO to 
avoid termination or reconnect service and who were not already on a payment plan were 
subsequently placed on a payment plan.̂ ^ 

31. Depending on the timuig of the request, it is possible for a Duke customer to delay tiie 
disconnection process for thirty days with each medical certificate.̂ ^ 

• Residential customers are eligible for three medical certificates in a twelve-month period; 
tiiereafier they are not eligible for a twelve-month period. 

• The number of customer using certificates is small but increasing as shown in Exhibit V-
22. 

Exhibit V-22 
Duke Customers Ushig a Medical Certificate 

Source: Document Response 2-55. 

• In 2009. only seventy-one customers used all three certificates in one twelve month 
period. 

« The medical c^ficate is used in lieu of a payment and can only be used if the account is 
in a non-pay disconnect status. The certificate cannot be used if there is a returned check 
on the account. The certificate cannot be used if service has been off for more than 21 
days. 

• Customers have several options for picking up a medical form. Forms can be picked up 
at several Duke locations, a physician or other medical personnel can call in for the form 
or the form can be mailed to a physician at the customer's request. 

• If a physician calls, the CSR will update the file for seven days and sends a work file to 
*Medical Cert' with customer and medical personnel information. 

^̂  Duke policy is that agreements Uxr dqiosits should not exceed tiiree mcmths 
'* WRO data submitted to tiie PUCO 
" Document response 1-Oi 1, page 34 
" Document Rê Kmse 2-56 
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32. It is also possible for a Duke customer to delay the disconnection process for ten days if they 
are a new PIPP customer in order to allow a CAA time to gather the infonnation necessaiy to 
set the customer up on PIPP.'' 

• If a customer is already on PIPP and eligible for disconnection for nonpayment, tiie 
customer is referred to Ae CAA for assistance, 

• The CAA representative will call Duke and set the customer on the Arrearage Crediting 
Program provided tiiey meet eligibility criteria. 

Recommendations 

8. Increase the aggressiveness of the disconnection program. (Refers to Conclusion No. V-27) 

• At d minimum, Duke Ohio should strive to achieve the Midwest overall performance. 

• A ^tudy should be undertaken to determine exactiy why Ohio disconnects lag Duke's 
other states and determine appropriate steps to improve performance. These could 
include: 

- Increased manpower (includmg seasonal contractor use) 
- More aggressive pre-collection activities 
- More aggressive collections tnneline 
- A systematic program to address problem inside meters 

G. Vectren Energy Delivery of Ohio (VEDO) 

Background 

VEDO bills are due fourteen days after they are issued. If payment is not received by the 
time tiie next bill is generated, a disconnect notice is printed on the bill for any balance over 
$50.'* Accounts with balances over $100 are eligible for disconnection for non-payment (DNP). 
bl non-winter months, VEDO can disconnect between day forty-eight through day seventy-six. 
On day seventy-six, the disconnect order expires as VEDO's system cannot accommodate two 
field orders at the same time. In winter months, VEDO can generally disconnect anytime after 
day sixty-four through day seventy-eight. On day seventy-eight, a new door t ^ is delivered." 

DNP work is scheduled and performed by a dedicated workforce. VEDO utilizes four full-
time contract employees (FieldStar) to perform DNPs in the metropolitan Dayton area. 
FieldStar's primaiy responsibilities include hanging door tags and working DNPs. VEDO uses 
district field crews to process DNPs in outlying geographical areas. 

DNP work is prioritized based on a customer risk assessment. Customer risk is evaluated by 
tiie revenue management organization. Customers with over a $100 past due bill are placed into 

'^ Document response l-OIO, page 3 of 11 
•'̂  I Boling 
•" I Boling 
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a queue on a daily basis and evaluated based on six parameters. Each account starts with a score 
of 500. The customer's profile either adds or subtracts to the base score of 500. The lowest 
scores are the highest priority to be disconnected the next day. The parameters include: 

• Number of times the account has been past due in tiie prior twelve montiis. Scores vary 
from +100 for no past due bills to -100 for eight or more past due bills. 

• Prior DNP eligibility. If the customer has ever been eligible for DNP, 90 points are 
subtracted. 

• Number of aging categories with a balance. Scores vary from +80 for aging of less than 
tiiirty days to -20 points for aging of over nmety-one days. 

• Sum of arrears. Scores range from +70 for less than $ 100 to -70 for more than $700. 

• Niunber of months as a customer. Scores range from +60 for more than nine years of 
service to -60 for less than one year of service. 

• Months smce last payment. Scores vary from +50 for less than one month to -50 for 
eleven or more months.̂ ** 

Work is tiien schedule by field operations based on the priority and geographic efficiency.̂ * 

Pavment Arrangements 

VEDO offers a number of payment plans and options which are available to customers based 
on their particular situation. Prior to August 5,2004, VEDO offered customers payment plans 
that were designed by VEDO. The PUCO stipulated that VEDO may offer customers custom 
payment plans but the stipulated one-thud or one-sixth plans must still be offered prior to 
disconnecting a customer for non-payment^^ VEDO discontinued its offering of individual 
payment plans and now adheres to the PUC- stipulated plans. *̂  Very few customers complete 
payment arrangements. In 2009, VEDO extended 57,867 payment arrangements to customers. 
Sixty-eight percent (or 39,104) of the arrangements were broken. In addition to the required 
PUCO payment plans, VEDO offers: 

A PIPP arrearage crediting program (Fresh Start), available to customers who no longer 
qualified for the PIPP program. The Fresh Start Program has the following features: 

• Upon exiting the PIPP program, the customer's arrearage is fi'ozen for thirty-six months. 

• ff the customer makes twelve months of payments on time, the PIPP arrearages are 
forgiven. 

•" Binder provided by L. Friedeman 
" I Rifile 
^ Letter dated August 5,2004 from Peter Baker (PUCO) to Jerry Ulrey (VEDO) 
^ I Rebecca Brann 
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« If the customs fails to make a payment on time, the twelve-month counter resets with the 
first on-time payment. The customer has 36 months to make twelve payments on time.^ 

Very few customers actually graduate to the Fresh Start program, 

WRQUtilizatipn 

As shown in Exhibit V-23, over 8,000 or approximately two percent, of VEDO's customers 
used the WRO in 2008-2009. Almost thirty percent of those customers were PIPP customers at 
the time they used the WRO. A significant number of its customers allow VEDO to disconnect 
service m the spring due to excessive past due amounts, and then use the WRO to restart service 
in the fall. During the first and second winter months, eighty-five and fifty percent respectively 
of those utilizing the WRO were re-starting service.*^ Customers utilizing tiie WRO are required 
to agree upon a payment arrangement for arrearages. Typically, the customer is enrolled in the 
one-third payment plan and then rolls the balance over to tiie one-sixth payment plan.̂ ^ 

Exhibit V-23 
WRO UtUizatlon - Winter 2008-2009 

VEDO 

NflWber̂  iU 

Oct. 08 

W 

Nov. 08 1.978 998 50% 980 50% 44 41 282 613 63% 
Dec. 08 1,373 917 67% 456 33% 87 26 74 269 59% 
Jan. 09 974 791 81% 183 19% 19 16 14 134 73% 
Feb. 09 1,254 1085 87% 169 13% 26 18 117 69% 
Mar. 09 1.437 1254 87% 183 13% 84 13 20 66 36% 
Apr. 09 504 366 73% 138 27% 79 22 34 25% 
Total 8303 5528 67% 2775 33% 354 204 650 1,567 56% 
Source: PUCO Staff data, provided to NorthStar Feb 18,2010 

Conclusions 

33. VEDO's disconnect timelines are generally reasonable. 

VEDO provides written notice in the form of a disconnect notice on the second bill 
issued fifteen days after the initial bill is past due. VEDO disconnects eighteen days after 

«*Ibid 
*' PUCO Staff data provided to NorthStar 
^̂  1 R^ecca Brann 
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written notice is provided. In wmter montiis, an additional ten days are required prior to 
disconnection. VEDO disconnects six days after the ten-day waiting period.^' 

• VEDO issues a disconnect notice with the second bill, which is fifteen days past the due 
date. Upon issuance of tiie bill, VEDO places an outbound call and obtains payment 
promises. Ifthe payment promise is not kept, the customer is disconnected. Commercial 
disconnections are handled on the same cycle as residential disconnects.^* 

34, While VEDO has a low disconnect threshold, termination notices and disconnect scheduling 
do not have the same thresholds. 

• While residential customers with balances over $50 are sent disconnect notices, only 
those with balances over $100 will be included m the queue for potential disconnection. 
The queue is prioritized on a daily basis for disconnection the next day based on assessed 
risk. 

• Courtesy calls and disconnect notices arc issued to customers with balances over $30. 

• Door tags are delivered to customers with balances over $50. 

• Customers with balances over $ 100 are eligible for disconnection. 

35. While VEDO manages its field collection activities through the use of dedicated contract 
services, it only completed forty-one percent of its scheduled disconnects in 2009. 

• For the greater Dayton area, VEDO utilizes contract services for the following activities: 

- Delivery of disconnect for non-payment notices (door tags) 
- Disconnects for non-payment 
- Cash payment collection at the door 

• Field collection work is conducted by four fiill-tune contract employees tiiat have no 
other VEDO responsibiUties. 

• The field collection contractor is compensated based solely on completions. 

• Meters that are scheduled to be disconnected and are not due to accessibility issues are 
audited by VEDO to ensure that all DNPs are woiked and not just the easily accessibly 
ones.*' 

• VEDO tracks two DNP metrics: number completed relative to number available and the 
completed average dollars relative to available average dollars. The data is collected 
daily, monthly, and annually. 

" D R 4 
" Initial present^ion 
' ' I Boling and Riffle 
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As shown in Exhibit V-24, VEDO completed only 41 percent of scheduled 
terminations in 2009. 

Exhibit V-24 
Completed Discoimect Orders 

VEDO 

February 
March 
April 
May 
June 
July 
August 
September 
October 
Novendjer 
December 
Total 

1.466 
8.265 

10,253 
9,639 
6,085 
3.355 
2.052 

828 
1.112 
1.153 

45,617 

764 
1,470 
2.733 
4,055 
4.214 
2,862 
1.879 

109 
60 

233 
18,551 

46,1% 
52.1% 
17.8% 
26.7% 
42.1% 
69.3% 
85.3% 
91.6% 
13.2% 
5.4% 

20.2% 
40.7% 

Souice: DR 7 and Binder. 

- Through September 2009, the average dollar per DNP completed ($698) was 
comparable to the available ($707).'° 

• Winter DNPs are limited by weather moratoriums, mability to access meters, $175 winter 
reconnect rule, and fi'ozen ground conditions to dig meters. Completed DNPs are those 
where the technician has eitiier turned the meter off or otherwise disconnected the flow of 
natural gas fiom the curb. 

36. VEDO places courtesy calls to delinquent customers to attempt to obtain paynient prior to 
terminating service. 

37. VEDO offers each of the extended pajmient plans called for by regulations, and the plans are 
offered on a consistent basis to all customers. 

• VEDO offers the one-sixtii payment plan, the one-tiurd payment option and balanced 
(budget) billmg to all customers requesting payment terms on their bills. 

» VEDO requires a down payment often percent phis six equal installments for customers 
electing the one-sixth payment plan. The customer is also responsible for paying current 
charges. A letter is sent to tiie customer outlining tiie payment plan details. Monthly 
bills to the customer display the entire aireaiage, the monthly payment due including the 
payment plan amount and current charges, and a disconnect notice.̂ * 

'° Data Response 1-5 
*̂  I Brann 
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• VEDO proactively promotes programs such as PIPP, HEAP, and LIHEAP to customers 
tiiat may qualify. VEDO provides enrolhnent infonnation and for potential PIPP 
customers refers the callers to the ODOD.**̂  

38. VEDO ̂ >propriately communicates with customers on available payment options. 

• Starting at the begiimmg and throughout tiie winter, VEDO provides a Special Notice bill 
msert with eveiy disconnect notice. The Special Notice provides customers information 
concerning low income programs, budget billing, and the one-third and one-sixth 
payment plans.̂ ^ 

• VEDO provides new customers a letter upon establishment of service explaining 
payment options including low income programs, budget billing, and tiie one-third and 
one-sixth paynient plans. 

39. VEDO attempts to obtain foil payment fixim delinquent customers prior to offering extended 
payment plans. 

« CSRs attempt to obtain full payment as the first option. 

• The second option allows CSRs the flexibility to offer short-term extensions up to the 
next scheduled meter read date.^' 

« VEDO waits for customers to ask about payment options rather than offering.^ Then the 
CSRs explains die one-third and one-sixtii payment plans. 

40. VEDO requires customers to agree to payment terms or a payment plan when they invoke the 
WRO option.^' 

• Most customers elect the one-third payment plan for the winter months and then roll the 
balance into a one-sbtth payment plan,̂ ^ 

• Eligibility for PIPP is determined separately by ODOD as part of completing the program 
enrolhnent process. 

• Seventy-three percent of customers not aheady on a payment plan that used the WRO 
during the 2008-09 winter heating season, were reported as being placed on a plan. 

«lbid 
"DR35 
'̂ Ibid. 
'* On-site interviews 

Initial presentation 
" Initial presentation 
'̂ IBrann 

» 
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41. VEDO tracks enrolhnents and expirations of medical certificate and PIPP plans. 

• The system automatically removes customers from the PIPP program the montii after the 
certificate expires. 

• Customers are notified on their bills when their certificate expires. 

• The system tracks the number of medical certificates utilized in a year. Consistent with 
PUCO regulations, VEDO policies allow a maximum of three medical certificates per 
year.^ 

Recommendations 

9. Evaluate changing the disconnect notice tiureshold to $100 to coincide to with the threshold 
for actual disconnects. Determine effect on payments. (Refers to Conclusion No. V-34) 

10. Increase termination performance. (Refers to Conclusion No. V-35) 

" I Brann 
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VL RECOVERY ACTIVITIES 

This Chapter provides a discussion of the Ohio gas utilities recovery activities after the 
utility has deemed an account imcollectible, has issued a final bill, and the account is 
assigned to an outside collection agency (OCA), The OCA pursues the account, with any 
collected proceeds (minus a collection fee) refunded to the utility. 

A* Summary of Regulatory Requirements 

PUCO regulations do not specifically provide rules for post write-off activities conducted 
by tiie utility. All utilities must comply with relevant state and federal regulations regarding 
collection activities. PUCO regulations do provide rules for reconnection of service and 
these rules apply to all customers who are reqmred to establish or re-establish service. 

B, Preferred Practices 

The Ohio gas companies were evaluated against the following preferred practices: 

• OCA incentives or fees arc paid based on recoveries. Incentives should reflect the 
increased difficulty in collecting accounts as they age. 

• Accounts are transferred to an OCA in a timely manner to maximize collection 
opportunities. Accounts should be transferred as soon as possible after they arc no longer 
being worked internally. 

• The utility encourages competition among OCAs to ensure aggressive pcrfoimance. 

• The utility oveisees OCA performance and perfonns routine audits to ensure compliance 
with utility standards and requirements and tiie effectiveness of collections activities. 

• A secondary OCA (or alternative trcatment metfiodology) is used for older accounts to 
ensure continued focus. 

C.Key Practice Comparison 

Exhibit Vl-1 provides a comparison of key collections practices. Additional details 
regardmg each utility's activities arc provided later in (his Chapter. 

^ ^ R F 
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Exhibit VI-1 
Key Practice Comparison - Post Wnte-Off Activities 

iUraH^Hil 
Number of days after 
fmal bill before accounts 
sent to outside agency 
Early Out 

Days Kept witii Early 
Out Agmcy 

Number of Primaiy 
OCAs 
Days Kept with Primary 
OCAs 
Number of Secondary 
OCAs 
Days Kept with 
Secondary OCAs 

Credit R^r t ing 

Earliest write-off date 

OCAs paid based on 
recoveries 
OCA competition exists 

HHff i^ 
33 days 

Yes 
One agency 

Thirty-tiiree days 
after final bill until 

dav sixty-tiiree 
More tiian one . 

Twelve months, 
review pending 
One currently, 
leview pending 

Indefmite 

Yes, once accounts 
transferred to 

primary OCAs 
77 to 100 days 
atler fmal bill 

Yes 

Yes 

Five days-*Tast 
patii", 

36 davs regular 
No, but accounts on 

"fast patii" are 
transferred to 

primary OCA in five 
days 
N/A 

More than one 

Forever 

None 

N/A 

Yes, once accounts 
transferred to the 
primary OCAs 

All write-offs done 
at end of calendar 

year 
Could be as eariy as 
60 days afier final 

bill due or as long as 

Yes 

OCA pertbrmance 
compared but no 
rewards for better 

perf(mnance 

ffi^^MUffil 
14 days 

Yes 

Days thirty to sixty 

More tiian one' 

Seven months and 
31days 

More than one' 

Sixteen montiis 
(month eight 

through twenty-four 
ftom charge-off 
date). Duke then 
uses a "twtiary** 

agmcy to continue 
pursuit up to seven 

years. 
Yes, (Hice accounts 

tiansfen^to 
primary OCAs 

119day5 after final 
bill 

Yes 

Yes 

IHHHH 
19 days 

No 

N/A 

One 

Eighteen months 

One 

Up to three years 

Yes, by the primary 
OCA on day fbity-

five 
90 days after final 

bill 

Yes 

Some 
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Audits are conducted 

Account assignment 
process 

- , : • — . 

Yes 

Accoimts are 
assigned using an 

alpha split 

Processes are 
reviewed with 

agoicies. Site visits 
havebem 

conducted. Regular 
performance 

meetings are held. 
Accounts are 

randcHnly asdgned 

No 

Accounts are 
randomly assigned 

Yes 

Only one agency 

D. Columbia Gas Ohio (CGO) 

Background 

CGO uses a three-stage process once an account is written off as part of its rccoveiy 
process. Upon termination of service, accounts are initially sent to an "eaity out" ^ency, 
where they are worked for thirty days. CGO pays a lower commission and a delinquency 
record is not placed on the customer's credit report during this stage. The early-out program 
is handled by one agency. After tiiwty days, the accounts are transferred to one of three 
OCAs which handle skip tracing, collections calls, and dunning letters. Accounts remain 
with (he primaiy OCAs for twelve months. After twelve months, accounts are removed fiom 
the primary OCAs and placed with a secondary OCA at higher conunission rates. 

Conclusions 

1. Although CGO has implemented an early-out program to encourage customers to pay a 
final bill before it affects their credit report, accounts arc not transfcrted to the early-out 
agency until 33 days after tiie final bill is issued. 

• The early-out program is handled by one agency. 

• Accounts are worked by the earty out agency for 30 days. 

2. CGO uses a tiered-approach and multiple OCAs to ensure competition and ^propriate 
attention to the accounts. 

• The riming of account transfers and the optimal number of secondary OCAs is 
currently under review. 

• CGO uses three primaiy OCAs. Accounts are transferred to the primary OCAs at day 
sixty-six to seventy, where they are woiked for twelve months and then transferred to 
a secondary OCA. Exhibit VI-2 provides a timeline. 
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Exhibit VI-2 
Final BiU Collections Timeline 

CGO 

Final BUI 
Issued -+ 

Ddinqnent 
Notice 
Mailed 

_^ j /Balance X 
^ N . TR? >^ 

Y 

i N / \ 
v_fc/Final for> 

* 

^\^ 

Transfer 
to Active 

N 

Y 

Eariy Out 
Progratn 
(Day 33) 

-ft 

* 
Primiiiy 
OCA 
(Day 66-70) 

-ft 
Write-off 
[Day 77-
100) 

-ft 
Secondaiy 
OCA 
(Day4J5) 

1 
Source: Docummt Response 1-4 

. • Prior to April 2009, CGO used four secondary OCAs. In April 2009, CGO 
suspended placement of new accounts with the secondary OCAs due to concerns 
regarding administrative performance. Accounts were witiidmwn from three of the 
agencies and placed with one agency, pending review of the timing of placement and 
the optimal number of secondaiy OCAs. ̂  

• OCAs are paid based on recoveries and arc paid different commission rates based on 
the age of the account. Commission rates are lowest for the early out accounts and 
are highest for the secondary OCAs (accounts greater than thirteen months). 

3. CGO appropriately monitors and measures the performance of its OCAs, and tiie OCAs 
are compensated based on their performance. 

• CGO measures the performance of its OCAs using "net-back". Net-back is measured 
by dividing the CGO return (i.e., the total amount collected less any commissions 
paid) by the total amount submitted to the agency for collections.^ Exhibit VI-3 
provides the primary OCA netback results for 2007 through 2009. 

Exhibit Vl-3 
CGO - Primary OCA Netback 

Agency 1 

Agency 2 

Agency 3 

7.8% 

6.8% 

7.7% 

7.3% 

6.2% 

7.3% 

6.2% 

5.8% 

5.8% 
Source: Document Response 1-36, CGO Verification Response. 

' December 16,2009 interview with Manager, Revenue Recovery, Manager, Meter Reading & Collections, and 
Dfawtor, Meter to Cash. 
^ Docum^it response 1-7 
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• CGO performs on-site and remote audits of the OCAs which include an evaluation of 
the level of service provided by the agencies as determined by CGO. 

« CGO implemented a montiily scorecaid that measures each primary OCA's 
performance and is used to rank the agencies. The scorccard provides each agency's 
performance relative to the leader. The scorecaid measures the OCA performance m 
four areas: twelve-month rolling net-back, resuUs of the second quarter (on-site) 
audit, results of the customer service survey (intemal) and the ninety-day net-back. 
CGO has advised the agencies that it plans to make adjustments to referral levels 
based on the scores. 

Recommendations 

1. Transfer accounts to the early out agency more promptly. (Refers to Conclusion No. VI-
1) 

2. Complete the OCA review. h4ultiple agencies should be used to ensure competition and 
maximize performance. The review should also consider the optimal timing of transfers 
to the secondary OCA. (Refers to Conclusion No. VI-2) 

3. Encourage competition among tiie OCAs tiirough an appropriate performance 
monitoring/reward system. (Refers to Conchision No. VI-3) 

E. Dominion East Ohio Gas (DEO) 

Background 

DEO uses two timelines for moving accounts to an outside collection agency. For a 
typical account that has gone to final bill with a past due amount, the customer is not sent a 
dunning letter until twelve days afier the final bill is due. The bill is transferred to an OCA 
twenty-four days after the dunning letter is sent, thirty-six days afier the final bill was due. 
DEO believes this allows customers who were typically good payers in the past, appropriate 
time to pay the fmal bill before it is turned over to collection. For accounts tiiat were 
terminated for non-payment, or that were disconnected per customer request and have an 
outstanding balance of more than $400, DEO uses a "fest patii." Under tiie "fast patii", the 
final bill includes the official dunning notice, and the accoimts are transferred to an OCA five 
days after the final bill date.** PIPP accounts and accounts that have gone through 
bankruptey are not typically referred to an OCA.̂  PIPP accounts tiiat have non-gas charges 
associated with it (reconnection charges, investigation fees) will be sent to collection for the 
entire amount of the arrearage.* 

^ Document Response 1-7 
M D R - 4 

* IDR-27 
* Only thirty-two and twenty-nine PIPP accounts were sent to an OCA in 2008 and 2009, respectively 
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DEO uses tiiree OCAs to handle recoveries. DEO relies on the collection agencies to 
take whatever measures they deem appropriate to collect the debt. Once an account is 
referred to an OCA, credit reporting occurs. The OCAs actively work the accounts for six 
montiis (called tiie primary period). After this primary period, the accounts are not actively 
worked by tiie OCAs, but are still held by the OCAs. DEO does not use a secondary (XilA. 
Accounts sent to CXilA will be recalled if the customer applies to re-start service, and the past 
due balance will be transferred to the new account. 

Conclusions: 

4. Although DEO promptly transfers high balance final accounts to an OCA (five days after 
tiie fmal bill), it is not otherwise af^essive in pursuing recovery, and its fee structure is 
counter to standard practice. 

• Approximately 78,000 accounts are assigned to Ihe OCAs each year, representing 
over $80 million in delmquent bills, or an average of $1,026 per account.^ 

• Accounts are not actively worked after six months, so that if a customer does not 
respond to collection efforts for that period, (hey are xmltkely to ever pay. The OCAs 
are paid a higher fee during the primary period, with fees after the primaiy period 
declining by approximately fifty percent from those on accounts still in the primary 
period.^ DEO acknowledges that not a lot of action is taken on accounts after the first 
six months. 

• DEO does not utilize a secondary OCA for older accounts. 

5. DEO is not aggressive at managing its existing OCAs. 

• DEO's three OCAs each have different fees and different recovery experiences.^ The 
agencies are assigned accounts daily on a random basis, with one-third of each day's 
accounts going to each collection agency. OCAs with particularly strong 
performance are not rewarded for their efforts. 

- DEO monitors and reports each agency's recoveries on a score card that is shared 
with all three agencies. 

- An agency that consistently is at the bottom will be evaluated closely w h ^ their 
contract is up for renewal. However, DEO indicates that the cost of changing 
agencies may preclude terminating even a consistent low-performing agency.' 

• DEO does not work with its OCAs to appfy creative approaches or otherwise monitor 
the level of effort put forth by the agencies. 

^DRE(XJ-3-9 
* On-site interviews 
*IDR-5,DR-E0G-2-6 
'" On-site interviews 
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• DEO does track recovery by "campaigns" (month assigned)^ but does not perform 
other assessments by type of account assigned. 

6. DEO's (H-actice of executing charge-offs once a year does not appear to have either a 
positive or negative impact on the UEX rider or the collections effort. 

• DEO executes charges-offs once a year in December. DEO believes that a once a 
year charge off is more efficient and avoids a lot of reversals when customers 
disconnected in the summer come back on the system in the fall. 

• The once a year charge-off does not affect when accounts are transferred to OCAs for 
collection activity." 

Recommendations 

4. Begin using a secondary OCA for accounts past the initial primary recovery period. 
(Refers to Conclusion No. VI-4) 

5. Eluninate the practice of paying a reduced OCA commission on older accounts. (Refers 
to Conclusion No. VI-4) 

6. Institute a performance monitoring system for tiie OCAs witii monthly or annual rewards 
for the top performing OCA. (Refers to Conchision No. VI-5) 

F. Duke Energy of Ohio (Duke) 

Background 

Duke uses a four tiered-approach to collect unpaid final bills, beginning fourteen days 
after it has designated an account PAST DUE FINAL and continuing up to as much as seven 
years: 

• Pre-collection 
• Primary Collection 
• Secondary Collection 
• Tertiary Collection 

Pre-collection (early-out) begins fourteen days after an account becomes PAST DUE 
FINAL. The account is assigned to an outside agency, which sends letters to customers with 
the amount past due and the account number. The letter provides a toll flree number to call 
for making ]myinent arrangements and also a stob which can be mailed with payment. 
Payments can be made with credit card, check or by using SpeedPay. There is no outbound 

'' IDR-27, on-site interviews 
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calling at tiiis point. At this stage Duke has not reported the customer to a credit agency, and 
the customer has a last chance to make payment before it affects their credit. ̂ ^ 

If the account balance remains unpaid after thirty days, the system automatically assigns 
the account lo ihe primary collection agency. The primary collection agency will attempt to 
collect on all first placement cbarged-off accounts fi'om day one of charge-off (after the thirty 
day pre-collection period) up to seven months and thirty-one days. If partial payments are 
made, the account remains with the primary agency after the seven month, thirty-one day 
cutoff. 

At tiie eighth month, accounts are recalled by Duke and placed with a secondary 
collection agency. The secondaiy collection agency attempts to collect for sbtteen months 
(months eight to twenty-four &om the charge-off date). At month twenty-four, accounts 
which have no payments and are not in active litigation are recalled ftom the secondaiy 
collection agency and assigned to the tertiaiy collection agency. 

The third tier collection agency, or tertiary collection agency, receives accounts that are 
twenty-four months old fi'om the original charge-off date. Accounts rcmam with the tertiary 
collection agency until seven years fi-om the date of the charge-off. 

Accounts can be recalled firom collection agencies if a customer with an outstanding 
balance desires new service. In order to establish new service, the customer must pay all 
outstanding balances. The collection agency is notified and the account recalled. The 
collection agency is responsible for notifyuig credit bureaus of the zero balance. 

Conclusions 

7. Duke's recoveiy activities reduce the uncollectible debt rider. 

• Duke quickly assigns the account to a pre-collection agency thereby maximizing 
opportunity for recovery (recovery oi^rtunity diminishes with time). Accounts are 
assigned fourteen days after the final bill is issued. 

• The pre-collection activity may help encourage customers to pay by offering the 
customer an opportunity to avoid credit reporting, 

« Duke's four-tiered approach recognizes the different challenges and skill sets required 
to collect debt at different stages of account aging. 

• Exhibit VI-4 shows the collection efficiency of the various tiers used by Duke. 

'̂  Technically, AllianceOne is a collection agency but the process still records the customer as past due at this 
point. 
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Exhibit VI-4 
CoUection Agency Performance 

Duke 

Primary 
Secondary 
Tertiary 

6.4% 
5.3% 
3.1% 

Source: Initial presentation material, page 35. 

8. Duke's addition of OCAs in 2010 could increase competition and potentially in^rove 
performance. 

• In 2010, Duke added an additional OCA at each of the primaiy, secondary and 
tertiary levels of collection. 

• Froperiy implemented, the addition should allow for increased competition witiiin 
each of the tiers. 

RecommendatioDS 

7. Encourage competition among the OCAs at each collections stage through an appropriate 
performance and reward monitoring system. (Refers to Conclusion No. VI-8) 

a Vectren Energy Delivery Ohio (CGO) 

Background 

VEDO uses the services of OCAs to minimize the bad debt recovered through the rider. 
Debts collected through the OCAs are reduced by a conunission and then credited to the 
UEX rider account, ifthe bad debt is associated with a non-PIPP receivable. '̂  VEDO writes 
accounts off ninety days after they are disconnected for non-payment.^^ During 2009, 
VEDO wrote off 25,588 accounts. ̂ ^ At tiiat point, bad debt is recovered tiirough tiie UEX 
rider ifthe bad debt is associated with a non-PIPP receivable. 

Beginning in November 2009, VEDO began using both primary and secondary OCAs. 
Prior to November 2009, one OCA was used. Accounts are transferred to the primary OCA 
nineteen days after the final bill. The primary OCA begins a telephone canqiaign using an 
automated dialer on the next business day. For the first thirty days, tiie customer is called at 
least once a day. For the following sbcty days, calls are made every other day and at ninety 
days the calls are reduced to twice per week. After 120 days, the calls arc.made on an ad hoc 

'̂  I Barrett and Initial Presentation 
'̂̂  Initial presentation 

' ' Binder from L. Friedeman (R. Boling Tab) - Ohio Accounts Written Off 
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basis.^^ For accounts greater than $100, a letter is sent the next business day after start of the 
telephone campaign. After positive contact is established, one of four outcomes occurs: 

• Full payment is collected 
• Payment terms arc negotiated 
• Debt is disputed 
• Customer is unable to commit to payment 

After eighteen months, if there is no resolution on an account, the account is transfened 
to a secondary OCA.*^ The secondary collection agency begms a campaign of telephone 
calls and letters. Prior to December 2009, the accounts remained indefinitely with the 
primaiy OCA. 

Conchisions 

9. While VEDO's primaiy collection agency reduces the uncollectible debt rider, tiie use of 
only one primaiy OCA does not promote competition. 

• Accounts arc transferred nineteen days after the final bill is issued. 

• The OCA is compensated based on a commission basis. Competition might reduce 
fees and in^rove performance. 

• VEDO monitors OCA performance. During 2009, the primaiy OCA attempted to 
collect debt agafaist 21,881 accounts representing seventy-five percent of tiie total 
number of accounts vmtten off. Exhibit VI-5 provides the performance results of the 
primary OCA for the past three years. 

Exhibit VI-5 
Primary CoUection Agents Performance 

VEDO 

2007 
2008 
2009 

12% 
9% 
8% 

Source: Binder from L. Friedeman (R Goodge Tab 
- Netbaclc report 

10. VEDO appropriately added a secondary OCA in November 2009. 

The transfer of accounts to the secondaiy agency after a pre-specified period of time 
may pressure the primary OCA to improve perfoimance. ' 

'** Emai! R. Boling to D. Francis 3-19-10 
•' 1 Boling 
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• The first month of revenue collection by the secondaiy OCA has shown some 
promise. In fourteen days, tiie secondary agency collected debt fix)m fourteen 
accounts for a total of approximately $2,300. 

Recommendations 

8. Consider adding a second, primary OCA and encourage competition among the OCAs at 
each collections stage through an appropriate performance and reward monitoring 
system. (Refers to Conclusion No. 9) 

'* Binder from L. Friedeman (R. Goodge Tab) - Spreadsheet 

4. 
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CHAPTER VII: METER READING, BILLING AND 
PAYMENTS 

This Chapter provides a discussion of the Ohio gas utilities' meter reading, billing, and 
payment channels. The primary interface between the customer and the natural gas company 
is tiie meter. The meter serves as the equivalent to a retail cash register. Providing the 
customer with accurate, timely bills and a variety of options to facilitate payment are key first 
steps in ensuring payment. 

A. Summary of Regulatory Requirements 

Metering 

Ohio Administrative Code (OAC) 4901:1-13-04 provides the fi^mework definmg when 
and how a customer's meter is read and maintained. With a few exceptions such as 
temporary or special installations, tiie Code mandates that all natural gas service be metered, 
and requires that all meters be of a commercially acceptable standard. Natural gas utilities 
are required to install meters for all service locations as practical and perform meter reads at 
the followmg times: 

• Termination of service ifthe meter has not been read in the precedmg 70 days, 
• Initiation of service, and 
• Attempt meter reads at least every other month. 

According to tiie Code, the utility must obtain 30* actual meter read at least once every 
twelve months. The natural gas utilities are required to file a meter reading plan with the 
PUCO eveiy three years that outUnes how all meters will be read at least once every twelve 
months. 

The natural gas utilities arc also responsible for the overall maintenance and accuracy of 
the meters. As such, the utility is responsible for maintaining appropriate records as to the 
location and identification of all meters, and the results of meter testing. The utility is 
required to test a meter at customer request and replace or repair a meter at no cost to the 
customer ifthe meter is defective. 

Billing and Payments 

OAC Chapter 4901:1-13-11 describes the requirements and stipulates the standards 
concerning bills and payments for natural gas utility service. Utilities are required to issue 
accurate bills at regular intervals, and must make several payment options available to 
customers. Those options may include, but are not limited to: cash, check or money order 
payments made in person to the company or a payment agent; check or money order through 
the mail; check over the telephone; credit card; or electronic money transfers. Each natural 
gas company must, upon request, provide customeis with an updated list of available 
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payment options and descriptions. The list must include tiie name and street address/location 
of the nearest payment center and/or local authorized agent, and all applicable fees for 
utilizing the various methods available for payment of customer bills. The natural gas utility 
may not deny a customer the use of one or more of the payment options solely because the 
customer's accoimt is in arrears. 

Payments made in person must be credited immediately to the customer's account, where 
feasible, and, at a minimum, as of the date received. Payment made through otiier means 
must be credited withm two days fixmi receipt (immediately where feasible). In accordance 
with the Code, partial payments, excludmg those related to disputes and payment plans, are 
to be credited as follows: 

• First, credit past due distribution and sales service charges. 
• Second, credit curtent distribution and sales service charges. 
• Third, credit past due and current non-regulated charges. 

Customers caimot be disconnected for non-payment if payment is received on the 
disconnection date, assuming payment is received prior to actual disconnect action. 

B. Preferred Practices 

The Ohio gas companies were evaluated against the following preferred practices: 

• Customers arc issued timely and accurate bills, and in accordance with regulations. 

• Bills arc not held by the utility for an extended period of time as a result of meter 
reading and billing exceptions. 

• Customers are offered a variety of payment channels. 

C.Key Practice Comparison 

Exhibit VII-I provides a comparison of key practices and procedures. Additional details 
regarding each utility's activities are provided in subsequent sections. 

Exhibit VII-1 
Key Practice Comparison - Meter Reading, Billing and Payments 

^Miiu^::asa^a: 
••v-r-^V?».-v,v.:Hi'-'J<hi.! 

m^m 'rmrrr P ^ 
n 

Read frequency Bi-monthly 
minimum 

Bi-nu>nthly Bi-monthly Monthly Montiily 

Percent actual read 
within twelve months 

One actual read 
per twelve 

months 

99.6 percent 99.75 percent 99.8 percent 99.99 percent 

Reads inactive meters NA Yes Yes Yes Yes 
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Routes read NA Manually 
<10 percrait 

AMR 

33 percent 
manual 

13 percent 
remote 

S3 percent 
AMR 

95 percent 
Manual 

<10 percent 
AMR 

^ ^ 

About 67 
percent 

manually, 
33 percent 

AMR 

Jj^k^^fHirii^rifi^i ! : > ' • ' • • •Bii iTi i f i i .r i . ' * - * ^ ^ L 

Performs standard 
checks to ensure bill 
accuracy 

NA Yes Yes Yes Yes 

Meter to bill duration 

Payment channels 

Three-day read 
window 

Three-day read 
window 

Next Day 

Sev^^ required Mail, in-person, 
authorized 

agent, phone, 
online 

Mail, in-person, 
authorized 

agen^ phone, 
online 

Mail, in-person. 
phone, online 

Mail, in-pcrson, 
authorized 

agent, phone, 
(mbne 

Payment metiiods Sevo^ required Cash, check, 
credit or debit 
card, e-cbeck 

Cash, check, 
credit or debit 
card, e-check, 
frift certificates 

Cash, dieck, 
credit or debh 
card, e-check 

Cash, check, 
credit or debit 
card, e-check 

Can pay on day of 
disconnect to avoid 
disccmnection 

Required Yes Yes Yes Yes 

D. Columbia Gas of Ohio, Inc. (CGO) 

Background 

CGO reads approximately 1.48 million meters on a bi-monthly basis, using a 21-day 
cycle. Routes are currently read manually. Of the 1.48 million meters (1.40 million active) 
348,000 (or 24 percent) are inside meters.' About 85,000 of the inside meters are equipped 
with mechanical remote indexes.^ Customers arc billed monthly based on actual reads in the 
read month and estimated reads in the non-read months. CGO is in the first year of a five-
year plan to implement automated meter reading (AMR). As of October 2009, CGO had 
installed AMRs on 122,000 meters. As AMR installations reach saturation in an area, CGO 
switches to monthly rcads. 

Meter rcadmg is primarily performed by an outside contractor with a workforce of about 
100 meter readers. For its bi-monthly performance measurement. CGO considers a read by a 
meter reader, a customer, or a remote device to be an actual read. The OAC requires one 
actual read every twelve months; for purposes of compliance with (he Code requirement, the 
meter must be read by the company. 

CGO maintains tiiree billing systems: the Distribution Information System (DIS), Gas 
Measurement Billing System (GMB/GAS) and a Gas Transportation System (GTS). Most of 
CGO's customers are billed out of DIS. GMB/GAS and GTS are used for about 6,000 

' Data Response 13 
^ Data Response 9 
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accounts. Gas transportation customers are not included in the utility's bad debt tracker. 
Exceptions are reviewed by a combination of CGO and IBM contract employees. Prior to 
January 2008, this function was performed entirety by IBM. Re-reads requested by billing 
arc performed by tiie same meter reader that performed the initial read. A service technician 
becomes involved if the request is outside the reading window or if billing is still 
uncomfortable with the read, and customers arc notified of the scheduled re-read date. The 
responsiveness of the service department has hnproved recently, and about 80-85 percent of 
re-read appointments are made within the scheduled window.^ 

Conclusions 

1. CGO has appropriate processes to ensure meters and reads are accurate. 

• During the period January through October 2009, over 90 percent of scheduled reads 
were obtained each montii. The meter reading Service Level Agreement (SLA) and 
internal targets requires a read rate of 75 percent for inside meters and 99 percent fin-
outside meters. Through mid-December 2009, year-to-date results were 80.3 percent 
for inside reads and 99.8 percent outside reads.^ 

• C(K) has a testing program for new and existing meters. Ten percent of each new 
meter shipment is tested, and existmg meters arc tested on a sample basis. Existing 
meters are selected randomly, with tiie percent tested based on the type and size of the 
meter. Meters are also tested at the request of the customer.^ 

• Handheld meter rcading devices have built-in checks that require re-entry of reads 
that fall outside certain parameters. The device will accept a re-key of the same 
^itry; however, this might generate a billing exception.^ 

• Meter reading performance is reviewed monthly both in aggregate and by individual 
meter reader. CGO reviews the percent inside reads, percent outside reads, failed 
reads, and billmg errors per 1,000 reads.^ Billing exceptions are reviewed with meter 
readers as part of the monthty review process. 

• Through October 2009, CGO's readmg accuracy was 99.7 percent. Accurate reads 
are defined as reads for which no billing exceptions are generated. 

n 

• CGO artempts to read inactive meters during the bimonthty reads. 

• Remote meter indexes are verified annually. Remotes with variances greater than 
lOccf are replaced.^ CGO ftilty implemented its Meter Reading Plan in 2009. 

^ December 17.2009 interview with Meter Reading and Billing 
* Meter Reading Performance Summaiy 
' December 17,2009 interview witii Meter Testing 
^ December 17,2009 interview with Meter Reading and Billii^ 
^ Meter Reading Performance Summary and Meter Reading Performance Report 
^ Decemt>er 17,2009 interview with Meter Reading and Billing 
' December 17,2009 interview with Meter Reading and Billing 
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2. Less than one percent of the CGO meters had not had an actoal read witiiin the last 
twelve months as required by the OAC. 

• As of October 2009, meter readers had read 99.6 percent of CGO's active meters 
within the past twelve months. Fewer than 6,000 had not been read within tiie 
required time fiame.'" 

• £xbibit VII-2 provides an overview of the customer notification process m the event 
CGO is unable to obtain an actoal read. Termuiation notices arc mcluded on tiie bill 
after fifteen months; however, terminations are not scheduled during the winter. 

Exhibit VII-2 
Meter Reading Customer Notification Process 

CGO 

Read 

A 
Da or Tag 

^^ "̂̂  

2 

^H 
3 

^ 
4 5 6 

• 
Ml 

Message and 
Poflcard 

Month 

7 8 

A 
QMMtlMl 

andCalt 

9 10 

A 
BM 

Message 

" " » " - J | . J ^ . 
T ^ ^ B B a ^ B ^ ^ B B ^ ^ a m m summer only 

Lrttar Letterw/ Term Notice 
Term Date on BHI 

Source: December 17, 2009 interview with Meter Reading and Billmg, Data Re^wnse 9 and meter access 
letters, postcards, and bill messages. 

• Exhibit VII-^ provides a distribution showing the age since the last actual read. 
Only 3,000 accounts bad not had an actoal read in over eighteen months. 

Exhibit VU-3 
Distribution of Meters wiMiout an Aetna! Read In Twelve Months 

CGO 

3.000 

g ZJ^OO • [ • - -

<4 2.000 

Si 1300 

to 1,000 

500 -{ 

12-18niDi)lti)i 19-34ittoiiUv; 25-36inoi]tiiB 37-4SmontIis Over'tP 
months 

D n t « ^ n c « Lust A.«lnal Read 

Source: Data Response 2-2. 

'" November 18,2009iM-esentation. As of October 1,2009, less tiian 6,000 of CGO's 1.4 million active meters 
bad not had an actual read in over twelve consecutive months (0.4 percent). 
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• The backlog of meters without an actual rcad m twelve consecutive months has 
declined. In August 2004, tiie number was 21,495 active meters; as of October 1, 
2009, tiie count had dropped to 5,786 active me(ers." 

3. CGO uses an industiy standard system of checks to ensure tiie accuracy of customer bills, 
and bills are rendered timely. 

• The billing systems generate standard exception reports including high/low, negative 
use, 90 percent prior consumption, zero use, and rcvenue class limit checks. ̂ ^ The 
high/low parameters consider prior month's reads and prior year's reads. Accounts 
are reviewed to determine if consumption is in line with expected usage or can be 
explained by information noted in the account. Where necessary, billing will request 
a re-read. Through November 2009, tiie system generated 368,000 exceptions for tiie 
2009 year. Less than ten percent of those necessitated a rc-read. 

• The bill print bateh is not held up while exceptions are investigated, and tiie bill 
exception backlog levels are reasonable, CGO provides service to 1.4 million 
customers and flie billing exception backlog m December 2009 was less tiian 1,000. 

• System tests and bill recalculations are performed when new rates arc put into the 
system. ̂ * 

• On a montiily basis, CGO pulls and checks random bills, and internal audit performs 
Sarbanes- Oxley (SOX) testing." 

4. CGO offers its customers an appropriate array of payment options. 

• Customers can pay via physical check, cash, credit card, and recurring or one-time 
debits fi'om tiie customer's checking account. 

• Payments can be made m-person at authorized payment locations, over the phone 
using a checking account or credit card, by mail, or online. About half of CGO's 
payments arc received by mail. The remaining are made at authorized payment 
locations admuustered by Western Union (eight percent), and online or over the 
phone using a credit card, debit card, or electronic check. "E" channels account for 22 
percent of the payments. 

• If a field collector arrives at the customer premises to disconnect service the customer 
can make an immediate payment over the phone or make a payment the same day at 
an authorized payment location to avoid disconnection. 

n Data Response 2-2 
'̂  December 17,2009 interview with Meter Reading and Billing and High/Low Revenue Qass Limit Checks 
'̂  High/Low Revenue Class Limit Cbecks 
'" December 18,2009 interview witii Rates 
'* December 18,2009 interview witii Rates 
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Recommendations 

None 

E. Dominion East Ohio, Inc (DEO) 

Background 

DEO reads the majority of its 1.29 million meters on a bi-monthly schedule, estimating 
bills in tiie "off montiis. Some large industrial and commercial meters are read monthly. 
DEO is m the tbu-d year of a four-year plan to install AMR for all its customers. As of 
October 2009, DEO had installed 686,508 AMRs (53 percent of all meteis). AMR 
installations take place on an area by area basis. As most of a geographic area is converted to 
AMRs, DEO consolidates meter reading routes and converts that area to monthty reads. '̂  As 
of October 2009, only approximately seven percent of DEO's meters are located inside a 
structure without any type of remote read options (either Hexagram (HEX) or AMR). " 

All DEO meters are read by DEO employees. DEO has a three-day meter read window 
for each route. The optimum read date is the first day of the window. Meter reads are 
uploaded to the billing system at the close of the three-day read window. Any meters that 
have not been read by the end of the three-day window, for whatever reason, are estimated 
for that month. Bills arc mailed tiie day after the close day (day 3).̂ ^ Meters that arc not 
read within the three-day window will not be scheduled for another read until the next cycle 
for that route, two months out 

In July 2007, DEO and the PUCO agreed on a plan to improve communication with 
customers regarding the need for access to read meters.'^ An actual read is any meter read 
by a DEO employee, either visually or through HEX or AMR remote devices. C^toraer 
reads do not count as an actual read for purposes of OAC compliance. Exhibit VU-4 
provides an overview of the customer notification process relative to the meter access 
requirement. 

Exhibit VII-4 
Meter Access Customer Notification Process 

DEO 

'̂  On-site interviews 
" Company presentation, p. 22 
" DR-8 
" IDR-8, attachment (July 31,2007 letter from Doris McCarter to JeflFMuiphy, plus attachments) 
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Read 

Attempt 1 2 3 

Door T^w/every 
read aaempt 

4 S 6 

OutbDund 
Call 

Month 

7 8 

First 
Letter 

9 I f l 11 12 13 14 IS 

Second latter w/ Term Notice 
leUer Term Notice on Bill 

Source: IDR 8, DEO Meter Reading Phui. Revised July 20,2007. 

DEO maintains two billing systems: the Customer Care System (CCS) which is used for 
most customers, and the Special Billing System (SBS) which is used primarily for customers 
taking service at high pressure and those using electronic gas measurement (hourfy) meters. 
Only 0.3 percent of DEO's accounts, constituting 40 percent of gas throughput, are processed 
tiuoughtiieSBS.^** 

Conclusions 

1. DEO has appropriate systems in place to ensure accurate and timely meter readuig. 

• In 2009, DEO read 93.1 percent of its meters as scheduled, compared to a goal of 
92.0 percent." 

• DEO*s error rate on meter reading was 0.12 percent in 2009, well below the goal of 
0.29 percent In the past (2007 and 2008), tiie meter reading enor rate was as high as 
0.35 percent of all reads.̂ ^ 

• Handheld meter reading devices are programmed to alert the meter reader in the event 
of an entered read that is either higher or lower than expected. The meter reader must 
then confirm or correct the read.^^ 

• Meter exception reports arc generated daily for any uploaded meter read that shows 
negative consumption (where the meter readmg is less than the prior actual read). 
Tl^se bills are put on hold so the meters can be re-read by a supervisor to ascertain 
the correct reading. Supervisors also use the reports to identity if there are any 
recurring problems with a specific meter reader. If a particular reader has several 
errors, tiiey will be called in for additional training.^* 

• The processes used to estimate bills on "off' months (when meters arc not read), for 
meters with access issues, and for error situations v^erc re-reads caimot be made 
within the three-day read window, use an appropriate combination of historic 
consumption data and actual weather. 

20 Company presentation, p. 22 
'̂ DR-EOG-2-la, on-site interviews and DEO Verification Response 

" DR-EOG-2-la 
" DR-EOG-2-4 
^ On-site interviews 
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2. The meter rcading and billing processes are part of SOX compliance audits and arc 
audited on an annual basis by DEO*s intemal audit group.^ DEO has appropriate 
mechanisms in place to ensure that all meters have an actual read at least once every 
twelve months, as required by the OAC. 

• As of December 31, 2009, DEO had read 99.75 percent of its meters witiiin tiie 
twelve-month window, as required by the OAC.^ 

• Termination notices are included on the bills after fourteen months, and customers are 
terminated for lack of access. In accordance with the agreement with tiie PUCO, 
DEO will exercise restrdnt relative to tenmnating customers for lack of access during 
extremely cold weather.̂ ^ 

• As of the end of 2009, fewer tiian 3,000 meters of the 1.29 million meters on DEO's 
system had not had an actoal read in over twelve months. Exhibit VII-5 shows the 
distribution of meters not read in both 2008 and 2009. Fewer than 650 meters had not 
been read in more than 24 months. ^̂  

• DEO has reduced the backlog of meters not read within the required twelve-month 
period. At tiie end of 2008, DEO had abnost 10,000 meters tiiat it had not read in 
more than ten montiis, as opposed to onty 3,400 meters not read at the end of 2009, 
The number of meters that had not been read in more than 36 months was reduced 
fixim 265 to 65 between tiie end of 2008 and tiie end of 2009.^' 

• DEO offers its customers the option of morning or afternoon scheduled appointments 
to read inside meters, and many of theu districts offer Saturday appointments as 
well.^° 

Exhibit VU-5 
Distribution of Meters without an Actaal Read in Twelve Months 

DEO 

^ Company presentation p. 24 
=* DR-EOG-2-la 
" lDR-8 
"DR-EOG-2-la 
" DR-EOG-2-la and DR EOG-3-17 
** IDR-16, PUCO Staff Customer Services Audit, Mareh 2009, p. 14 of data response 
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7,000 

12-23 months 24-35 months 36-47 months 

Bate Since Last Actual Read 

Source: 2008 from DR EOG-3-17,12-23 montiis data estimated from 10-23 month 
data provided, 2009 fiom DR EOG-2-1. 

3. DEO has appropriate mechanisms embedded in the meter reading and billing systems to 
identify and evaluate high/low, negative use, and zero reads. 

• Bills can be held for negative reads (errors), zero reads on active meters, or for 
unusualty high reads. (Zero and very high reads are not included in the meter read 
error rate mentioned previously.) The average number of months a customer was 
back billed is not available. However, DEO will not back bill more than 12 months 
for any defective equipment or consecutive estimate sitoation.̂ ^ 

« Held bills are subject to investigation to determme ifthe exceptions can be explained 
by infonnation noted in the account. If necessary, billing will request a meter re-read. 

• DEO has a goal to not hold bills for more than seven days. Bills (hat cannot be 
resolved within that period of time arc cancelled and an estimated bill is generated 
and mailed to the customers."̂ ^ Exhibit VII-6 provides the number of bills not 
worked (cancelled) per month in 2009. 

Exhibit VII-6 
Bills Held Greater than Ten Days - 2009 

DEO 

January 
February 
March 
April 
May 
June 

'̂ DEO Verification Response 
" On-site interviews 
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27 
44 
20 
23 
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July 
Aueust 
September 
October 
Novemibcr 
December 
Total 

23 
22 
13 
10 
8 
9 

235 
Source: DEO Verification Response. 

4. DEO otfers its customers an ̂ >propriate range of payment options. 

• Customers can pay via physical check, cash, credit card and recurring or one-time 
debits from the customer's checking account. 

« Payments may be made in-person at authorized payment locations, over tiie phone 
using a checking account or credit card, by mail, or online.^ 

• If a field service representative arrives at a customer location to disconnect service, 
the customer can make a payment over the phone immediately to avoid 
disconnection. Typically, field service representatives will allow a customer showing 
cash to travel to an authorized payment location to pay tiie bill, with the field service 
rcprcsentative returning later in the day to view proof of payment (to have the order 
cancelled). 

• DEO*S Customer Referral Guide indicates that customers can also pay using gift 
certificates, which can be purchased online or by calling CertifiChecks. Gift 
certificates are available in specific denominations and are treated like any other 
payni^at option when received by DEO.̂ * Discussions with DEO did not include this 
option. 

Recommendations 

None 

F. Duke Energy Ohio, Inc. (Duke) 

Background 

Duke reads approximately 420,000 gas meters and 680,000 electric meters on a monthly 
basis, using a 21-day cycle. Routes are primarily rcad manually using hand held Data Cap 
devices witii less tiian 24,000 gas meters read using AMR. Of tiie 420,000 gas meters, 
182,000 (or 42 percent) are mside meters.^ Access to inside meters represents a challenge to 
all utility meter reading. Approximately 65,000 of Duke*s customers (gas and electric) have 

'^ Company presentation, p. 46 
^ Company presentation p. 46. EOG-3-8, pp. 24-27 
" DR EOG-3-8, p. 24 
^̂  Initial presentation and handout November 19,2010 
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provided Duke with keys to tiieir premises allowing Duke access to read the meters. Duke 
maintains a "key room" with all 65,000 keys that are checked out in advance by meter 
readers who enter the premises with the keys and read the inside meters. Duke also has an 
EZRead program by which customers read tiieir own meters each month with Duke requiring 
a read by Duke personnel once during a twelve- montii period. AMR meters are read via 
either a handheld device (without entering the premises) or via a van equipped with AMR 
equipment.'̂ ^ Duke also has a small number (10,000) of SmartGrid meters where data is 
collected through tiie communications infi^structure.^^ 

Meter reading is performed by an in-house workforce of about 180 fiitl-time and part-
time meter readers of which approximately 155 generally read in Ohio.̂ ^ Unlike the other 
utilities, Duke meter readers read both gas and electric meters. Duke's meter reading goal is 
to safely, accurately, and with great customer stewardship rcad all assigned meters.^ 
However, due to access issues, Duke estimated about fifteen percent of the bills between 
September 2008 and August 2009,**' 

Duke meter readings are processed and passed to the Customer Man^ement System 
(CMS) where the billings rates are applied to usage. CMS is an older, mainfi-ame system, 
originally unplemented in 1993 with major cqxlates in 2001 and 2003. CMS is a Midwest 
only system and is not used by Duke's Carolina operations. Bills are checked at this point 
for abnormalities and those passing the quality check are sent via electronic files to the 
outsourced vendor for printmg, inserting and mailmg to customers. 

Conclusions 

I. Duke has appropriate processes to ensure meters and reads are accurate. 

« Duke has a testing program for new and existing meters by ihe meter shop in the 
power delivery organization. BoUi new and existmg meters are tested on a sample 
basis. Meters are also tested a( the request of the customer or when abnormalities 
such as zero reads are detected. "̂^ 

• Duke handheld meter reading devices have built-in checks tiiat require re-entry of 
reads that fall outside certain parameters. The second entry requires entry of the last 
four digits of the meter number priw to rekeying. The device will accept a re-key of 
the same entry and is designed to eluninate key punch eirors. 

• Meter reading perfoimance is reviewed montiily both in aggregate and by individual 
meter reader mcluding productivity and accuracy. 

" Itroa Mobile Collections software 
^ Document request 008 
^ Some operations and personnel woric in both Ohio and Kentucl^ for efficiency purposes 
* Duke Verification R c ^ n s e 
*' NSC-DR-01-014. During that period Duke sent 8,940,637 Ohio gas and electiic bills; 1^64,540 Ohio and 
Kentucky bills weie estimated. Ohio-only estimated bill counts were not provided. Kentucky lepiesents a 
small part of Duke's cq)erati<Mi8. 
* January 22 interview with meter reading 
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2. Less than one percent of Duke's meters have not had an actual rcad within the last twelve 
months as required by the OAC. 

• If meters caimot be accessed, Duke takes several steps. Duke makes use of the 
existing AMR program to address hard to access meters thereby eliminating access 
problems. They may also attempt to enroll the customer in the HZRead program. 
Failing that they may attempt to obtain a key for access to the premises. 

• As of August 2009, Duke meter readers had read 99.8 percent of its active meters 
within the past twelve months (less than 800 of Duke's 420,000 active meters were 
not read), as required by the OAC.**̂  

• Exhibit VII-7 provides a distribution showing tiie age since tiie last actual read. 
Only 13 accounts had not had an actual read in over eighteen months. 

Exhibit VU-7 
Dbtribution of Meters without an Actual Read in 12 Months 

Duke 

30,000 

£ 25.000 

I 
» 20.000 

1 15,000 

2 10,000 

1 5,000 

Consecutive 3-11 months 12-18 months Move tiian 18 
Months months 

Date Since Last Actoal Read 

3. While Duke has an industiy standard system of checks and balances to ensure that 
customer bills are accurate and arc rendered in a timety manner, the PUCO staff has 
identified some deficiencies in Duke's processes for monitoring and responding to 
potentially defective meters. 

• The billing systems generate standard exception reports including high/low, zero and 
negative usage. The high/low parameters consider prior montii and prior year/same 
montii rcads. Accoimts are reviewed to determine if consumption is in line with 
expected usage or can be explained by mformation noted in tiie account, such as 
changes in appliances. 

*̂  November 18,2009 presentation 
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• Accounts which do not pass quality checks must be reviewed and corrected by a 
bilUng representative. Once reviewed and corrected, the accounts are rerun through 
the billing system.'*^ 

• As a rcsult of PUCO staff concerns regardmg the timeliness of Duke's investigation 
into potentially defective meters, Duke is reviewing its processes.*^ Duke reports 
1,978 zero usage meters in 2008 and 3,518 in 2009.'**^ 

« Defective meters which are not addressed in a timely manner may rcsult in a 
significant back bill, which the customer may have ditficulties paying. However, the 
numbers of zero use meters are not likely to have a significant effect on the 
collections process. 

• System tests and bill recalculations are performed when new rates are put into the 
system or changes arc made to the regulations. 

« On a daily basis, Duke pulls and checks random bills to ensure system calculations 
are accurate. In addition, routine SOX testing is performed. This is also standard 
industry practice. 

4. Duke offers its customers an appropriate array of payment options for both their gas and 
electric customers. 

« Customers can pay via bank account using Duke's automatic payment plan (Bill 
Payei2000). 

Customers can also make one-time payments using a physical check, cash, crcdit 
card, money orders and debits fixim the customer's checking account. 

Payments can be made in-person at authorized pay ^ent locations or at Duke's office 
at 8^ St. and Linn m Cincinnati. Pay agents arc local retailers authorized to accept 
cash, check, and money orders. Payments can also be made over the phone using a 
checking account or credit card via Speedpay, by mail, or onhne at the Duke Energy 
web site. 

If a field Service Technician airives at the customer premises to disconnect service, 
the customer can make an immediate payment over the phone to avoid discoimection. 

Recommendations 

None 

^ Original presentation and January 21 intervieura with Customer Billmg 
*̂  Staff Verification Response 
• "NSC-DR-02-059 
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G, Vectren Energy Delivery Company, Inc. (VEDO) 

Background 

VEDO rcads approximately 339,000 meters in the greater Dayton area on a monthly 
basis, using a 21-day cycle. Of Ihe 339,000 meters, 98,000 (or 30 percent) are mside meters. 
About S3,500 of the inside meters arc equipped with mechanical remote indexes allowing for 
automatic meter readmg. Customers are billed monthly based on actual reads. VEDO has 
recentiy completed tiie installation of 60,000 meters equipped with AMR bringing the total 
number of meters with AMR technology to 117,000. The remaming meters are manually 
input utilizing Itron handsets. 

Meter reading is performed by three outside contractors. Each contract is assigned a 
specific area of VEDO service territory. VEDO considers only reads fi'om meter readers or 
remote devices to be actual reads. The OAC requires one actual read every twelve months. 
For purposes of compliance witii the Code requirement, the meter must be read by a meter 
reader. VEDO's system average number of days since previous read is 30 days.*^ 

VEDO utilizes the Banner billmg system for all customers. The Banner system interfaces 
with an Itron system that loads meter reads into the billing system. Gas sales and gas 
transportation customers served under VEDO Rate Schedules 310, 315, 320, 325, 330, and 
341 are included in the utility's bad debt tracker. These rate schedules represent residential 
and general service customers. Large transportation customers are not included in (he 
utility's bad debt tracker. 

Billing exceptions are reviewed by the VEDO's intemal meter reading department the 
day following the meter lead.̂ * Approximately 2.8 percent of all bills werc estimated of 
which 2.1 percent represented inaccessible meters, resulting in the billmg system rejecting 
seven-tenths of one percent of all rcads.** 

Conclusions 

1. VEDO has appropriate processes to ensure meters and reads are accurate. 

• From September 2008 through August 2009, 97.9 percent of all scheduled reads were 
obtained. VEDO's meter reading contractor narrowly missed its target of 98 percent. 
The 2009 aggrcgate performance results are show below in Exhibit VII-8. 

Exhibit VII-8 
External Meter Reading Performance 

VEDO 

47 DR 14 and interview with R, Boiing on 1/27/2010 
** Interview T. Massey Januaiy 27,2010 
-^DRH 
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Meier Read Accuracy 
Meter Read Completion Rate 
Met Appointments Rate 

99.9% 
98.0% 
95.0% 

99.9% 
97.9% 
96.8% 

Source: Email Response L. Friedeman to D. Francis 2/24/2010. 

• Meter rcads are loaded into the system the evening the meters are read. The system 
performs an analysis to accept or reject read based on expected consumption and 
previous months' reads. Rejected rcads are anatyzed the next day by the billing 
group. 

• Meter reading performance is reviewed monthly and annually. Performance is 
evaluated against contractual requirements. 

• From September 2008 tiuough August 2009, VEDO's reading accuracy was 99.9 
percent. Accurate reads are defined as reads for which no billing adjustments are 
generated. 

• VEDO attempts to read inactive meteis during the monthly reads. 

2. VEDO uses an industry standard system of checks to ensure the accuracy of customer 
bills, and bills arc rendered timely. 

• The billing system generates standard exceptions to meter rcads including high/low, 
idle, negative, missing, and zero use. The high/low parameters consider the prior 
month's read and the prior year's read. Accounts are reviewed to determine if 
consumption is in line with expected usage or can be explained by infonnation noted 
in the account Where necessary, billmg will request a re-read. 

« The bill print batch is not held up while exceptions arc investigated. Bills are printed 
within 48 hours after the read is obtamed.'** 

• System tests and bill rccalculations are performed when new rates are put into the 
system. 51 

• VEDO conducted a billing accuracy review in 2006. This review mcluded a review 
of the timety handling of billing exceptions. VEDO has also instituted a sk-sigma 
quality control process to ensure meter reading and billing accuracy.'^ 

3. VEDO effectively minimizes the number of meters with multiple months of estimated 
reads. 

• Three hundred-twenty-four meters have not had an actual read within the last twelve 
months as required by the OAC." 

" Interview Massey 1 -27-10. 
'̂ Interview Joe Buikctt January 28,2010 

'̂  DR 17 and Initial Presentation 
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Exhibit VII-9 provides an overview of the customer notification process in the event 
VEDO meter readers are unable to obtain an actual read. VEDO aggressively 
terminates service anytime after twelve montiis; however, termmations are conducted 
only in the non-wmtci months. 

Exhibit Vn-9 
Meter Reading Customer Notification Process 

VEDO 

Read 
Attempt 

B 

A A AA 
Notice 9 Month 12 Month 10 day phone call 
On BHI letter Letter and then disconrwet 

Source: R. Boling Interview January 27,2010 

4. VEDO offers its customers an appropriate array of payment options. 

• Customers can pay via physical check, cash, crcdit card, and recurring or one-time 
debits fivm the customer's checking account.^ 

• Payments can be made in-person at authorized payment locations (VEDO has 82 in 
the Dayton area), over tiie phone with the assistance of a CSR or through the IVR, by 
mail, by montiily automatic bank drafts, at a third-party bill pay vendor, or online 
utilizing VEDO's website. About sixty percent of all payments are received via US 
Mail.^' 

• If a field collector arrives at the customer premises to disconnect service, the 
customer can pay cash at the door or make a same day payment over the phone or at 
an authorized payment location to avoid disconnection.^ 

Recommendations 

None 

" Email from L. Friedeman 3-2-2010 to D. Francis 
"Initial Presentation 
"Ibid. 
"Ibid. 
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CHAPTER VIII: REGULATIONS 

This chapter provides a discussion of selected regulations and the effixt on the utilities' 
collections performance. 

A. Recovery Mechanisms 

Uncollectible Ohio utility customer debt is recovercd through two rate riders. The Public 
Utilities Commission of Ohio (PUCO) established the Percent^e of Income Payment Program 
(PIPP) and associated rider in tiie late 1980s, and tiie Uncollectible Expense (UEX) rider in 
2003. The PIPP rider is used to recover the arrearages and past due balances associated with the 
PUCO-mandated limited income assistance program. The UEX rider is used to recover the bad 
debt expenses associated with non-PIPP customers. While the riders allow for the recovery of 
the bad debts themselves, most of the costs associated with the actual collection activities are not 
included in the riders. Instead, most collection costs continue to be recovered through base rates. 
This provides a potential incentive for utilities to reduce their internal cost of collections and 
potentially reduce collections performance. The riders effectively shift the collections risk fitim 
tiie utility to the customer. Exhibit VHI-1 provides tiie PIPP and UEX rider rates in effect firom 
2006 through 2010. 

Exhibit Vni-1 
Annual Rider Rates 

j g ^ 
UEX $0.2906 S0.5674 $0.4444 $0.2]33 $0.2133 
PIPP $0.5653 $0.5653 $0.5653 $0.5653 SI.7078 
UEX + PIPP $0.8559 $1.1327 $1.0097 $0.7786 $1.9211 

^mmi^M^m^ai i^^i i i ; t i^ :^m^^i^m^ 
UEX SO.OOOO $0.0000 $0.0000 $0.1569 $0.1569 
PIPP $0.1690 $0.1900 $0.1900 $0.2213 S0.2213 
UEX + PIPP $0.1690 $0.1900 $0.1900 $0.3782 S0.3782 

^k:Ai':y^.l'Mil^,i?^^. 
i'-i-n-----^,:)mj«:-iii<tt 

UEX $0.1468 $0.1882 $0.1165 $0.2115 $0.2115 
PIPP $0.1229 $0.2377 $0.2377 S0.2377 $0.2377 
UEX + PIPP $0.2697 $0.4259 

"̂  Annual adjustments not required. 
^ Duke's non-PIPP bad debt was included in base rates until 2009. 
Source: Rider rates jwovided by PUCO staff. 

$0.3542 $0.4492 $0.4492 
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While the utilities are required to prepare annual UEX rider reports and adjust rates if the 
change is greater than or less than ten percent, tiiere is no similar requirement for PIPP. As a 
result, customers may be subject to substantial rate changes when PIPP rates are adjusted. 

As part of the audit, NorthStar contacted other regulatory utility commissions to determme 
how uncollectible costs arc recovered and whetiier the utilities are subject to bad debt targets. 
Deteils of our review arc provided in Appendix A. None of the states that responded to our 
request for information have established specific bad debt targets. Highlights of our survey are 
provided below: 

In both Kentucky and Indiana, most utilities recover bad debt through base rates. 

* Larger Indiana gas utilities recover tiie portion of bad debt related to tiie commodity 
portion of tiie bills through the state's Gas Cost Adjustment (GCA) mechanism. The 
Indiana commission has seen bad debt amoimts increase in the past few years, which has 
motivated the larger gas utilities to request recovery of ihe commodity portion of the bad 
debt through the GCA. The Indiana commission has occasionally reduced tiie amount 
requested by utilities in a rate case for bad debt allowances. 

• Kentucky recentiy approved rccoveiy of the commodity portion of bad debt through 
tiiose utilities' GCA for Columbia of Kentucky and Duke Kentucky. Atmos Gas has 
requested this treatment in a pending rate case, and the Commission is expected to 
approve it. The continued high level of gas prices is the motivation for these requested 
changes in Kentucky. Non-commodity portions of bad debt continue to be recovercd 
through base rates and are not subject to adjustment between rate cases. 

Pennsylvania utilities recover bad debt expense tiirough their base rates as Cash Woricing 
Capital. There is no mechanism for adjusting bad ddbt allowances between rate cases. The 
Pennsylvania Public UtiUties Commission collects data on bad debt, and makes that infonnation 
available annually on their website for all regulated utilities. No specific action is taken based on 
the metrics collected. 

Michigan is moving towards adoption of a bad debt tracker mechanism for its utilities. 
MichCon Gas has had a bad debt tracker account for several years that establishes a base level of 
bad debt in a rate case, with an annual up/down adjustment mechanism if actual bad debt differs 
fi'om the adopted level. The MichCon program provided a 90/10 split both above and below the 
rate case level - if bad debt was higher than tiie adopted level, the company was only allowed to 
recover 90 percent of the difference th ro i^ the tracker, and if it was lower than adopted, tiie 
company was able to retain ten percent of the savings. The Michigan commission has nine rate 
cases open currently, and in all but one the utilities have proposed a similar bad debt tracker 
mechanism. In these open cases, the commission is nooving towards an 80/20 split both above 
and below the level of bad debt set in the rate cases. 

Connecticut gas utilities recover uncollectibles through base rates. 
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Recommendations: 

1. Require the utilities to file quarterly or annual reports providing information on their 
collections activities and effectiveness to assist the PUCO staff in monitoring performance. 
Work with the utilities to develop consistent definitions and a reportmg framewoik. 
Suggested metrics could include: 

• Fmancial: Non-PIPP residential bad debt as a percent of Non-PIPP residential billings 
(gross and net of recoveries), total bad debt as a percent of total billmgs (gross and net), 
delinquency aging, net vmte-offs and recoveries, and PIPP arrearages. 

• Economic: Numbers of bankruptcies, munbers of PIPP customers, and numbers of 
delinquent customers. 

• Effectiveness: 

- Deposits: numbers of accounts eligible for deposits and number of deposits collected. 

- Termination Notices: Number of bills sent, number of delinquent accoimts, number 
of accotmts eligible for tennination notices, number of tennination notices sent, and 
number of customers eligible for termination following notification. 

- Payment Arrangements: numbers of payment arrangements made and broken by 
type. 

- Field Collections: Number of accounts eligible, number scheduled, number worked, 
number teiminated, number collected. 

2. Require annual PIPP filings and adjustments to the rates if the rates increase or decrease 
beyond a certain threshold. 

B. PIPP 

The PIPP program is a social benefit program intended to reduce the effect of heating bills on 
low-income customers. Families with income at or below 150 percent of the poverty level are 
eligible for the program. The program is state-wide and was established by the PUCO. The 
Ohio Department of Development is responsible for enrolhnent, income verification and 
establishing monthly payment amounts. Under current terms of the program, participants pay 
ten percent of their income to the utility that provides their primary heat source, and five percent 
to the utility that provides any secondaiy heat' Utilities are authorized to recover tiie difference 
between the participants' actual utility bill and the PIPP payment amount frtim all ratepayers 
tiirough the PIPP rider. 

' Under terms of the recent PIPP program adjustment, tiie perc^t of income will drop to seven percent for tfie 
primary heat source utility. 
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All four of tiie gas utilities have seen their PIPP arrearage balances increase significantly 
over the past tfarce to four years. There arc several economic and demographic factors behind 
this increase: 

• PIPP customer usage is higher tiian non-PIPP customer usage. According to DEO data, 
the typical non-PIPP customer uses 99 mcf per year, whereas a PIPP customer uses 
between 125 and 130 mcf. 

• The economic downturn, which is particularly challengmg in parts of Ohio, has increased 
the number of customers qualifying for, and participating in, the program. 

• The increase in natural gas prices resulted in an mcrease in the gap between PIPP 
payments and actoal bills. 

• There is a tendency, which may be increasing as a result of the poor economy, for many 
PIPP participants to make very few of tiieir PIPP payments. Data fitim VEDO indicates 
that the average PIPP customer makes only 4.2 payments per year before ceasing to pay 
anytiiing toward PIPP. These PIPP T̂iad debts" are also recovercd through the PIPP 
rider. 

While PIPP is open for any customer with income at or below 150 percent of tiie pov^ly 
level, in practice, the ten percent payment requirement means that the program is only beneficial 
for the lowest income customers. A customer with an annual usage of 125 mcf would have seen 
gas bills of approximately $1,200 in 2009.^ In 2008, when natural gas prices werc higher, his 
bills would have totaled approximately $1,700.^ In order for the PIPP payment to make sense 
for that customer, they would have to have an annual income of less tiian $17,000 in 2008 or 
$12,000 in 2009. Incomes above that level would pay more than their annual bills under PIPP. 

By design, pipp customers accumulate significant arrearages even when they do make all 
their payments. Exhibit VIII-2 illustrates the buildup of PIPP arrearages over a seven-year 
period for a customer with annual income of $12,000 (essentially the highest income for which 
participation currcntly makes sense) and for a customer witii an annual income of $10,000. 

^ Using DE0*s Standard Choice Offer rate of $8.1195/mcf and a montiily customer charge of $12.50. The montiily 
gas cost was adjusted up and down to reflect recent changes in price of natural ^ s 

NorthStar analysis 
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Exhibit V i n - 2 
Build-up of P I P P Ar rea rages 

$3,500.00 

$3,000.00 

$2,500.00 
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••• arrearage 12k 

— PIPP lOK 

^a r rea rage lOk 
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Year 

Source: NorthStar analysis. 

The PIPP customer making $10,000 per year pays only $83 per month towards his gas bill. 
Using assumptions about rates over the past seven years, tbis customer would have built up 
arrearages of over $2,000 m five years, and $3,000 in seven years. For the PIPP customer 
making $12,000 and paying $100.00 per month, arrearages woiUd reach $2,000 in six years. 

If the PIPP customer ceases to make the PIPP payments and termination is delayed, tiie 
arrearages would increase even faster. I f a PIPP customer making $10,000 per year made only 
four PIPP payments and the $175 WRO payment per year and was not terminate^ the customer 
would build up arrearages of over $4,500 in five years and $6,500 in seven years, as shown in 
Exhibit V n i - 3 . 

Exhibit V1II.3 
Build-up of P I P P Arrea rages Assuming t h e Cus tomer 

Makes onty Four P I P P Payments and Uses t h e W R O and is not Termina ted 
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$5,000.00 

$4,000.00 

$3,000.00 
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$1,000.00 

$-

— — Actual Usage 

—^PIPP12fc 

• • • • " arrearage 12k 

— ^ PIPP lOK 

•^^^arrearage 10k 
2003 2004 2005 2006 2007 2008 2009 

Source: NorthStar analysis. 

REGULATORY VIII-5 Hk NORTHSTAR 



Most PIPP customers remain in the program for years, accumulating significant arrearage 
balances. As a result, even when their income increases over the pomt where it does not makes 
sense for a new customer to come onto PIPP, an existing PIPP customer will remain on the 
program to avoid having to address the substantial arrearage balances for which they remain 
responsible. 

When PIPP customers do not pay their bills, the utilities arc allowed to and do initiate 
termination actions. However, tennination activities can be suspended by invoking the Winter 
Reconnect Order (WRO), or using medical certificates, and are fi^quentiy delayed by cold 
weather moratoriums, both utility initiated and those set by tiie governor. Thus, terminations are 
often delayed until the warmer months when they are not seen as a problem, since gas is 
primarily used for heating. 

The changes in the PIPP program going into effect in November 2010 should address some 
of tiie factors that have allowed PIPP customers to continue to participate in the program and 
receive gas service while making veiy few payments. However, for many PIPP customers it 
may be extremely difficult to find the funds needed to cateh up with theu PIPP payments if they 
do fall behind. The utilities, the PUCO, and the community action agencies should consider 
aggressive education programs to PIPP customers regarding the changes to the program. 

Utilities do not typtealty send PIPP bills to Outside Collection Agencies (OCAs) for credit 
reporting and collection efforts. One reason for tiiis is that these bills are actually never turned 
into "Final Bills," even when the accounts are terminated. Because the PIPP bills arc never 
"finaled" fliey are not written off by die utilities. While VEDO has sent PIPP bills to an OCA 
occasionally, it had no collection success. 

Other states have developed alternative mechanisms to addrcss limited-income customers, 
including rate subsidies, arrearage crediting programs, and other social programs, but face the 
same challenges as Ohio. Additional information on selected state low-income programs is 
provided in Appendix A. 

Recommmdatlons: 

3. Continue and increase efforts to aggressivety pursue tenninations for PIPP customers who 
are delinquent with their payments. 

4. Develop and implement education programs to PIPP customers regarding the new 
regulations and necessaiy changes in payment patterns. 

C, Winter Reconnection Order (WRO) and Other Moratoriums 

Mandatory winter disconnection moratoriums have a severe negative effect on the utilities' 
ability to collect past due balances and result in increased arrearages. These moratoriums 
hamper the utility's ability to collect past due balances during the period when it would 
otherwise have the greatest leverage. The most effective collections tool available to the utility 
is the ability to terminate service. For a gas utility, most customers wish to maintain service 
during the winter season. Customers may not use gas during the summer or may be indifferent 
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to havmg service terminated during the summer. Moratoriums also present a resource challenge 
for the utilities, and can have a negative effect on the customer as it is more difficult for 
customers to pay the high balances that accrue. Keeping balances at a man^eable level is most 
critical for lower income customers. While customer protections are critical, WRO and other 
moratoriums potentially enable customers to "game tiie system". A portion of the customers 
avaiUng tiiemselves of the moratoriums may have adequate financial resources to pay their bills. 

In the past, the Ohio utilities have been subject to two different types of moratoriums: 

• The WRO which is avail£d)le to all customers regardless of income level. 

• Special winter moratoriums which prevent termination of all or selected classes of 
residential customers for the entirc winter. No such moratorium was issued for the 2009-
10 heating season. The 2008-09 moratorium applied to all residoitial customers 
regardless of income. In 2007, a moratorium was in effect for 90 days, which prevented 
termination of residential customers whose household income was at or below 175 
percent of the federal poverty level. 

The WRO was established over twenty years ago, and the required payment amount of $175 
has not changed since the 1989-90 order. I*rior to that year, the required amount was $200. The 
WRO is available to all customers, regardless of income level. Customers pay $175 to have 
service remsteted or avoid disconnection. Customers must be disconnected or received a 
termination notice in order to use the WRO. PIPP customers who are current with tiieir PIPP 
payments arc not eligible for the WRO, PIPP customers who are delinquent and are scheduled 
for disconnect can (and do) use the WRO to defer terminations or have service reconnected. For 
a PIPP customer, the WRO requires that once die $175 is paid, the customer's remaming unpaid 
balance is placed into the PIPP rider arrearages. If termination is delayed, the arrearage balance 
included in the rider grows. 

Over 160,000 Ohio customers used tiie WRO during the 2008-09 winter heating season. The 
utilities received $28.3 million in payments from the WRO compared to a balance due of $65.3 
million - a recovery gap of $37 million (57 percent). About thirty percent used the WRO to 
reconnect service and 70 percent to avoid termination. Thirty percent of the customers using the 
WRO to restart service had not had service for morc than 90 days. Many of the customers using 
the WRO are not currently on, or not placed on PIPP. 

Customers must enter into a payment arrangement and may only use the WRO once per 
heating season. However, it is possible for a customer to make limited payments and retain gas 
service tiiroughout tiie wmter, through the use of the WRO. As an example, a Duke customer 
who misses a payment due on October IS will not be scheduled for disconnection until the end 
of December (December 24) per Duke's own teimination timeline. Depending on the cycle and 
the weather, the field collector may not attempt to terminate service until the end of December or 
the beginnuig of January. The customer then uses the WRO, makes the $175 payment and 
service remains on. Ifthe customer is issued a new bill on January I, but defaults on the agreed-
upon payment amount, the customer will not be scheduled for teimination until March 26. Thus, 
tiie customer made only the $175 payment and maintamed sendee for tiie entire winter season. 
In the meantime the customer may have incurred a substantial arrearage. Customers using the 
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WRO in 2008-09 had an average balance of about $400. As long as service remains on and tiie 
customer defaults on the agreed-upon payments, the arrearage will continue to grow. According 
to VEDO data, the majority of customers do not make tiie required payment arrangement 
payments. In 2009, PIPP customers paid 16 percent of the amount for which the payment 
arrangement was created and non-PIPP customers paid 25 percent. 

Issuance of mandatory moratoriums on winter terminations of customers serves to further 
compound the problem. During a mandatory winter moratorium, utilities are unable to terminate 
customers and balances grow substantially. Even ifthe moratorium is limited to lower income 
customers, the utilities may not have adequate systems to determine which customers fall within 
the moratorium guidelines. These moratoriums also have a deleterious effect on tiie utilities 
work planning. The utilities are not able to reduce the number of field collectors during these 
periods, but the collectors can only attempt to obtain payments or perform other non-pay 
disconnect work. Review of the utilities' terminations during the winter shows a marked 
decrease fiom performance during the summer As a result of the moratoriums, arrearages 
increase and utility costs remain level. The increase in arrearages also makes it more difQcult for 
customers to pay down past due balances. 

CGO data from July 2008 tiirough June 2009 illustrates the significant effect the 
moratoriums have on tennination activity, resulting in both a reduction in the number of eligible 
orders and execution effectiveness. 

Exhibit Vm-4 
Effect of Moratoriums on T^mination Activity 

CGO 2008-09 

I Shutoff Orders 

I Shuteffs Executed 

^4/4^-/y^^^^ 
Source: DR 1-5. 

The need for mandatory safeguards to protect customers during the winter period is 
somewhat mitigated by the existence of internal moratoriums in place at all of the utilities. Each 
utility maintains intemal disconnection moratoriums in effect if the temperature drops below a 
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certain level. No Ohio residential customer will be terminated ifthe temperature is projected to 
drop below 20 degrees Fahrenheit within the next 24 hours. For some utilities, the tiireshold is 
even higher. 

The intemal temperature moratoriums prevented disconnection for some CCJO regions on 
eleven out of twenty days, and all regions on five of those days in January 2010. In that same 
month, weather considerations precluded DEO discoimection activities on eight to ten days (out 
of nineteen available work days), depending on fiekl office. Although this does not prevent 
tennination of service throughout the winter, it does protect all residential customers on the 
coldest days. 

Recommendations: 

5. Restrict the WRO to limited income customers (preferred) or, at a mbiimum, develop a 
tiered-payment amount based on income level. Reevaluate payment amount 

6. Consider eliminating mandatory winter moratoriums. 
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APPENDIX A 



NorthStar contacted public utility commissions in states with weather and service territories 
similar to Ohio, to discuss bad debt expense recovery mechanism.' The commission staff werc 
asked the following questions: 

• How is electric and gas utility bad debt recovered? 

• Are electric and gas utilities and all customer classes subject to the same regulatory 
treatment for bad debt? 

• Has the Commission estabUshed a target for bad dd>t, and if so, how is it handled? 

• What changes have been seen in bad debt/collections over the past couple of years? 

• What information or metrics do the utilities report on bad debt and collections activities? 

• Is tiiere any type of low income utility bill assistance program in tiieii state? If so, how 
are the costs not covered by payments handled? 

NorthStar received information from commissions in Pennsylvania, Kentucky, Indiana, and 
Michigan. 

Bad Debt Recovery Mechanisms 

In all the states surveyed, all customer classes and both electric and gas utilities are treated 
essentially the same with respect to the bad debt recovery mechanisms. 

Pennsylvania utilities recover bad debt expense through their base rates as Cash Working 
Capital. There is no mechanism for adjusting bad debt allowances between rate cases.^ The 
Pennsylvania Public Utilities Commission collects data on bad debt as a percentage of revenues, 
and makes that information available annually on their website for all regulated utilities. The 
2008 data is attached. 2009 data should be available in May. No specific action is taken based 
on the metrics collected. None of the other state commission collect any metrics on bad debt, 
other (han th rou^ rate case or Gas Cost Adjustment filings. Rate case and GCA filing data arc 
not tabulated or reported in any standard or regular basis. The Pennsylvania Conunission does 
not have bad debt targets for the utilities. 

In both Kentucky and Indiana, most utilities recover their part of their bad debt through base 
rates. However, larger Indiana gas utilities recover the portion of bad debt related to the 
commodity portion of the bills through the state's Gas Cost Adjustment (GCA) mechanism. The 
Indiana Commission has seen bad debt amounts increase in the past few years, which has 
motivated the larger gas utilities lo request recovery of the commodity portion of the bad debt 
through the GCA- The Indiana commission has occasionally reduced the amount requested by 
utilities in a rate case for bad debt allowances. ̂  

' NorthStar also c<mtac(ed Illinois, West Virginia, and Tennessee, but was not able to obtain detailed information 
from these states. Some infomuition was obtained fiom tiiese commissions* websites. 
^ PaPSC mterview. 
' lURC response. i 
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Kenmcky recently approved recoveiy of the commodity portion of bad debt through the 
GCA for Columbia of Kentucky and Duke Kentucky. Atmos Gas has requested this treatment in 
a pending rate case, and the Commission is expected to approve it. The contmued high level of 
gas prices is the motivation for these requested changes in Kentucky. The non-commodity 
portion of bad debt continues to be recovered through base rates and is not subject to adjustment 
between rate cases.'* Kentucky does not have bad debt targets or disallowances. The Kentucky 
UtiUties provide periodic reports on the numbers of disconnections to the Commission. 

Michigan is moving towards adoption of a bad debt tracker mechanism for its utilities. 
MichCon Gas has had a bad debt tracker account for several years that estabUshes a base level of 
bad debt in a rate case, with an annual up/down adjustment mechanism if actoal bad debt differs 
from tiie adopted level. The MichCon program provided a 90/10 split both above and below the 
rate case level - if bad debt was hi^er than the adapted level, the company was only allowed to 
recover 90 percent of tiie difference through the tracker, and if it was low than adopted, the 
company was able to retain 10 percent of the savmgs. The commission has nine rate cases open 
currently, all but one of which has proposed a similar bad debt tracker mechanism. In these open 
cases, the coramission is moving towards an 80/20 split both above and below the level of bad 
debt set in the rate cases. The "target" bad debt level in tiie initial MichCon case was set as the 
average of tiie prior three years experience. The open rate cases are shortening the look-back 
period, but die actual period varies case by case. Bad debt expenses for utilities in Michigan 
have doubled, and in some cases tripled, in the past few years, motivating the utiUties to propose 
the tracker mechanism so they can obteui more rapid recoveiy of the increasing bad debt write
offs.̂  

Low Income Bill Assistance Programs 

Generally the other states surveyed offer few low-income bill assistance programs. For 
example, low income ratepayers m Michigan only have access to the federal LIHEAP programs, 
and some utiUties offer a credit of $6.00 per month to low-income customers (amounting to a 
credit of the monthly customer service charge). Recent legislation provided that the commission 
may establish low-income or senior targeted rates. The commission has not yet taken any actions 
based on this.^ 

In Kentocky, the only state-wide program is LIHEAP. Three or four utiUties, including 
Columbia of Kentucky, have their own programs funded through a per meter or per mcf charge, 
some with company matehing funds. T^ese programs are authorized through the commission's 
Demand Side Management programs, which was expanded in the early 2O00s to include low 
income assistance.^ 

Kentucky's residential customers arc protecled by a Customer Bill of Rights. According to 
the bill of rights, a customer has the right to maintain utility service for up to thirty (30) days 
upon presentation of a medical certificate issued by a health official. During the winter period, 
any residential customer that has not been disconnected, he has the right to maintain natural gas 

* KyPSC interview 
' MPSC interview. 
^ MPSC interview. 
^ KyPSC inlerview. 
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and electric service for up to thirty (30) days by presenting a Certificate of Need issued by the 
Kentucky Cabinet for Human Resources between November and the end of March. If the 
customer has been disconnected due to nonpayment, he has the right to have his natural gas or 
electric service reconnected between tiie montiis of November through March provided the 
customer presents a Certificate of Need, pays one-third of his outstanding bill ($200 maximum), 
accepts referral to the Human Resources' Weatherization Program, and agrees to a repayment 
schedule that will cause your bill to become current by October 15. 

Four of the largest gas utilities in Indiana recentiy received approval for a Universal Service 
Program (USP). These programs werc not mandated by the Commission, and are funded 25 
percent by each company and 75 percent by customers through a per therm rider. The utilities 
operate the programs individually and offer tiered discounts to qualifying customers based on 
household income relative to federal poverty guidelines, as provided by the state's Community 
Action Agencies. The costs of the programs are trued up annualty.^ 

The Pennsylvania Commission mandates that all utilities must have a C^tomer Assistance 
Program (CAP), however, the poUcy document that establishes the program is very general. The 
UtiUties set up their own programs and set the levels of assistance - percent of income or percent 
of bills. The costs of CAP, including administrative costs, the difference between the "usage 
based bill" (tiie total bill) and the CAP bill (what the customers pay), and arrearage recovery and 
creditmg is recovered through tiie state wkle Universal Service Fund Mechanism (volumetric 
rider) charged to all customers on a utility by utiUty basis,' Most of the gas utiUties trae up CAP 
costs against the rider quarterly through tiie GCA mechanism. Statewide there are approximately 
420,000 ci^tomers on CAP out of 6.3 million customers total. The companies arc required to 
file a 3-year plan of what they expect tiieir CAP costs will be, but the costs often exceed that 
amount included in the plan and there are no consequences to the utility.'*" 

The Pennsylvania Commission expects the utilities to be more aggressive witii collections 
and terminations of higher mcome customers. Terminations are driven by the age and size of the 
arrearage and the customer's income level. Customers with income less than 250 percent of the 
poverty level cannot be terminated from December to March. If income is above 250 percent of 
the poverty level, customers can be terminated with 48-hours notice. For Philadelphia Gas 
Works, the thrcshold is 150 percent of the poverty level. 

^̂  lURC response. 
^ Otiier costs that pass through tiie Universal Service Mechanism including weatiierization and energy efficiency 

PaPSC interview. 
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